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INTRODUCTION 

BY 

IE  Right  Hon.  Sir  JOHN  LUBBOCK,  Bart.,  M.P., 
F.R.S.,  D.C.L.,  LLP., 

CHAIRMAN  OF  THE  LONDON  COUNTY  COUNCIL, 


year  lS86  I  gave  an  address  on  'Books  aad  Reailinx '  at  the 
ag  Men's  College,  which  in  the  followiog  year  was  prluced  as  one 
!  chapters  in  my  '  Pleasures  of  Life.' 

it  I  mentioned  about  one  hundred  names,  and  the  list  has  been 
juently  referred  to  since  as  my  list  of  *  the  hundred  best  books.'  That, 
ver,  is  not  quite  a  correct  statement.  If  I  were  really  to  make  a  list 
It  are  in  my  judgment  the  hundred  greatest  books,  it  would  contain 
1 — Newton's  'Principia,'  for  instance — which  I  did  not  include,  and 
ould  exclude  several— the  *  Koran,'  for  instance — which  I  inserted  in 
ice  to  tlie  judgment  of  others.  Again,  I  exckided  living  authors, 
some  of  whom — Ruskiti  and  Tennyson,  Huxley  and  Tyndall,  for 
ace,  to  mention  no  others — I  have  myself  derived  the  keenest  enjoy- 
and  especially  I  expressly  stated  that  1  did  not  select  the  books 
own  authority,  but  as  being  those  most  frequcntJy  mentioned  with 
/al  by  those  writers  who  have  referred  directly  or  indirectly  to  the 
are  of  reading,  rather  thaji  as  suggestions  of  my  own. 
ivc  no  doubt  that  on  reading  th5  list,  many  names  of  books  which 
well  be  added  would  occur  to  ahnost  anyone.  Indeed,  various 
l^ms  on  the  List  have  appeared,  and  many  books  have  been  mentioned 
it  is  said  ought  to  have  been  included.  On  the  other  hand,  no 
iding  omissions  have  been  suggested.  I  have  referred  to  several 
'  criticisms,  and  find  that,  while  300  or  400  names  have  been  proposed 
lition,  only  haif  a  dozen  are  suggested  for  omission.  Moreover,  it  is 
rkable  that  not  a  single  book  appears  in  all  the  hsts,  or  even  in  half 

and  only  about  half  a  dozen  in  more  than  one. 
;  while,  perhaps,  no  two  persons  would  entirely  concur  as  to  all  the 
tto  be  included  in  such  a  list,  1  believe  no  one  would  deny  that  those 
;ed  are  not  only  good,  but  among  the  best. 

,,  however,  ready,  and  indeed  glad,  to  consider  any  suggestions, 

■y  lYiliing  to  make  any  changes  which  can  be  shown  to  be  improve- 

I  have,  indeed,  made  two  changes  in  the  list  as  it  originally 


il 
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appeared,  having  inserted  K.ilidasa's  'Sakoom.ila,  or  The  Ring,'  and 
Schiller's  'William  Tell';  omitting  Lucretius,  which  is  perhaps  rather 
too  difTicull,  and  Miss  Austen,  as  English  novelists  were  somewhat  over- 
represented. 

Another  objcciion  made  has  been  that  the  books  mentioned  are  known 
to  everyone,  at  any  rate  by  name ;  that  they  are  as  household  words. 
Ever>'one,  it  has  been  said,  knows  about  Herodutus  and  Hotner, 
Shakespeare  and  Milton.  There  is,  no  doul^t,  some  truth  in  this.  But 
even  Lord  Iddesleigh,  as  Mr.  haag  has  pointed  out  in  his  '  Life,'  had 
never  read  Marcus  Aurelius,  and  I  niay  add  that  he  afterwards  thanked 
me  wamily  for  having  suggested  the  'Meditations'  to  him.*  If,  then, 
even  Lord  Iddesleigh, '  probably  one  of  the  last  of  English  statesmen  who 
knew  the  literature  of  Greece  and  Rome  widely  and  well,'  had  not  read 
Marcus  Aurdius,  we  may  well  suppose  that  others  also  may  be  in  the  same 
position.  It  is  also  a  curious  commentary  on  what  was  no  doubt  an 
unusually  wide  knowledge  of  classical  literature  that  Mr.  Lang  should 
ascribe — and  probably  quite  correctly — Lord  Iddesleigh's  never  having 
had  his  attention  called  to  one  of  the  most  beautiful  and  improving  biioks 
in  classical,  or  indeed  in  any  other  literature,  to  the  fact  that  the  emperor 
wrote  in  'crabbed  and  corrupt  Gireek.' 

Again,  a  popular  writer  in  a  recent  work  has  observed  that  '  why  any- 
one should  select  the  best  hundred,  more  than  the  best  eleven,  or  the  best 
thirty  books,  it  is  hard  to  conjecture/  But  this  remark  entirely  misses  the 
point.  Ele\'en  books,  or  even  thirty,  would  be  very  few  j  but  no  doubt  I 
might  just  as  well  have  given  90,  or  no.  Indeed,  if  our  arithmetical 
notition  had  been  duodecimal  instead  of  decimal,  I  should  no  doubt  have 
made  up  the  number  to  120,     I  only  chose  100  as  being  a  round  number. 

Another  objection  has  been  that  everyone  should  be  left  to  choose  for 
himself.  And  so  he  mu&t.  No  list  can  be  more  than  a  suggestion.  But 
a  great  literary  authority  can  hardly  perhaps  realise  the  difficulty  of  selec- 
tion. An  ordinary  person  turned  into  a  library  and  sarcastically  told  to 
choose  for  himself,  has  to  do  so  almost  at  haphazard.  He  may  perhaps 
light  upon  a  hook  with  an  attractive  title,  and  after  wasting  on  it  much 
valuable  time  and  patience,  find  that,  instead  of  either  pleasure  or  proht, 
he  has  weakened,  or  perhaps  lost,  his  love  of  reading. 

Messrs.  George  Routlcdge  and  Sons  have  conceived  the  idea  of  pub- 
lishing the  books  contained  in  my  list  in  a  h^indy  and  cheap  form,  selecting 
themselves  the  editions  which  they  prefer  ;  and  I  bchevc  that  in  doing  so 
they  will  confer  a  benefit  on  many  who  have  not  fitnds  or  space  to  coliect 
a  large  library. 

JOHN  LUBBOCK. 

HicH  Elms, 

Down,  Kent, 

30  A/ar,-A,  189I. 

"  I  have  since  had  many  other  letlerN  to  the  saine  eRPect, 


has 
on 


HE  appearance  of  a  treatise  like  the  presetit,  on  a  subject  on  which  so 
many  works  of  merit  already  exist,  may  be  choughc  to  require  soina 
explanation. 

It  niiglit  perhaps  be  sufficient  to  sav,  that  no  existing  treatise  on 
Political  Economy  contains  the  latest  improvements  which  have  been 
made  in  the  theory  of  the  subject  Many  new  ideas,  and  new  applica- 
tions of  ideas,  have  been  elicited  by  the  discussions  of  the  last  few  yearSi 
especially  those  on  Currency,  on  Foreign  Trade,  and  on  the  important 
topics  connected  more  or  less  intimately  with  Colonisation  :  and  there 
seems  reason  that  the  field  of  I'otiticai  Economy  should  be  re-surveycd  in 
its  whole  extent,  if  only  for  the  purpose  of  incorporating  the  results  of 
these  speculations,  and  bringing  them  into  harmony  with  the  principles 
iviously  laid  down  by  the  best  thinkers  on  the  subjecL 

To  supply,  however,  these  deficiencies  in  former  treatises  bearing  a 

milar  title,  is  not  the  sole,  or  even  the  princip;^!  object  which  the  Authoi 
has  in  view.     The  design  of  the  book  is  different  from  that  of  any  treatise 
on  Political  Economy  which  has  been  produced  in  England  since  the . 
work  of  Adam  Smith. 

The  most  characteristic  quality  of  that  work,  and  the  one  in  which  it 
St  difTers  from  some  others  which  have  equalled  or  even  surpassed  it 
as  mere  expositions  of  the  general  principles  of  the  subject,  is  that  it 
invariably  associates  the  principles  with  their  applications.  This  of  itself 
implies  a  much  wider  range  of  ideas  and  of  topics,  than  arc  included  in 
political  ecniiomy,  considered  as  a  branch  of  ab&tract  speculation.  For 
practical  purposes,  political  economy  is  inseparably  intertwined  with 
many  other  brandies  of  social  philosophy.  Except  on  matters  of  mere 
detail,  there  are  perhaps  no  practical  questions,  even  among  those  which 
approach  nearest  to  the  character  of  purely  economical  questions,  which 
admit  of  being  decided  on  economical  premises  alone.  And  it  is  because 
Ada.li  Siiiith  never  loses  sight  of  this  truth  ;  because  in  his  applications 
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of  Political  Economy  lie  perpetually  nppeals  to  oilier  and  ofien  (ar  larger 
considerations  than  pure  Pulitical  Economy  alTords- that  he  give%  that 
welt-grounded  feeling  of  command  over  the  principles  or  the  subject  for 
purposes  of  practice,  owing  to  which  the  'Wealth  of  Nations,'  alone 
among  ireatiaes  on  Political  Economy,  has  not  onIy_bcen  popular  with 
general  readers,  but  has  impressed  itself  strongly  on  the  minds  of  men  of 
the  world  and  of  legislators. 

It  appears  to  the  present  writer,  that  a  work  siraiLar  in  its  object  and 
general  conception  to  that  of  Adam  Smith,  bur  adapted  to  the  more 
extended  linowlcdge  and  improved  ideas  of  the  present  age,  Is  the  kind 
of  contribtition  which  Political  Economy  at  prcscpt  requires.  The 
'Wealth  of  Nations'  is  in  many  parts  obsolete,  and  in  all  imperfect. 
Political  Economy,  properly  so  called,  has  grown  up  ahnosi  from  infancy 
since  the  time  of  Adani  Smith  :  and  the  philosophy  of  society,  from 
which  practically  that  eminent  thinker  never  separated  his  more  peculiar 
theme,  though  still  in  a  very  early  stage  of  its  progress,  has  advanced 
many  steps  beyond  the  point  at  which  he  left  it.  No  attempt,  however, 
has  yet  been  made  to  combine  his  pr.iciical  mode  of  treating  his  subject 
with  the  increased  knowledge  since  acquired  of  its  theory,  or  to  exhibit 
the  economical  phenomena  of  society  in  the  relation  in  which  they  stand 
to  the  best  social  ideas  of  the  present  lime,  as  he  did,  with  such  admirable 
success,  in  reference  to  the  philosophy  of  his  country. 

Such  is  the  idea  which  the  writer  of  the  present  work  has  kept  before 
him.  To  succeed  even  partially  in  rcaliiing  it  would  be  a  sufficicndy 
useful  achievement  to  induce  twrn  to  incur  willingly  all  the  chances  of 
failure.  It  is  requisite,  however,  to  add,  that  although  his  object  is 
practical,  a;nd,  as  far  as  the  nature  of  the  subject  admits,  popular,  he  has 
not  attempted  to  purchase  either  of  those  advantages  by  the  sacrifice  of 
strict  scientific  reasoning.  Though  he  desires  that  his  treatise  should 
be  more  than  a  mere  exposition  of  the  abstract  doctrines  of  Political 
Economy,  he  is  also  desirous  that  such  an  exposition  should  be  found 
in  it 
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In  every  department  of  human  affairs,  Practice  long  precedes  Science : 
systematic  enquiry  into  the  modes  of  action  of  the  powers  of  nature,  is  the 
tardy  product  of  a  long  course  of  efforts  to  use  those  powers  for  practical 
ends.  The  conception,  accordingly,  of  Political  Econoiny  as  a  branch  of 
science,  is  extremely  modem  ;  but  the  subject  with  whicli  its  enquiiies  are 
conversflnt  has  in  all  age^  necessarily  constituted  one  of  the  chief  practical 
interests  of  mankind,  and,  in  some,  a  most  unduly  engrossing  one. 

That  subject  is  Wealih.  Writers  on  Political  Economy  profess  to 
teach,  or  to  investigate,  the  nature  of  Wealth,  and  tlic  Jaws  of  its  produc- 
tion and  distribution  :  includiii^,  directly  or  remotely,  the  operation  of  all 
the  causes  by  which  the  condition  of  mankind,  or  of  any  society  of  human 
Ijeings,  in  respect  of  tliis  universal  object  of  human  desire,  is  made 
prosperous  or  the  reverse.  Not  that  any  treatise  on  Political  Economy 
can  discuss  or  even  enumerate  all  these  causes  ;  but  it  undertakes  to  set 
forth  as  much  as  is  known  of  the  laws  and  principles  according  to  which 
I  hey  npcrate. 

Every  one  has  a  notion,  sufficiently  correct  for  common  purposes, 
of  what  is  meant  by  wealth.  The  enquiries  which  relate  to  it  are  in  no 
danger  of  being  confounded  with  those  relating  to  any  other  of  the  great 
human  interests.  All  know  that  It  is  one  thing  to  be  rich,  another  thing 
10  be  enlightened,  brave,  or  humane;  that  the  quesiion  how  a  nation  is 
made  wealthy,  and  how  it  is  made  free,  or  virtuous,  or  eminent  in 
literature,  in  the  fine  arts,  in  arms,  or  in  polity,  are  totally  distinct  en- 
quiries. Those  things,  indeed,  are  all  indirectly  connected,  and  re-act 
upon  one  another.  A  people  has  sDiuctimes  become  free,  because  it  had 
it  grown  wealthy  ;  or  wealthy,  because  it  had  first  become  free.  The 
led  and  laws  of  a  people  act  powerfully  upon  their  economical  con- 
lion  ;  and  this  again,  by  its  influence  on  their  mental  development  and 
"al  relations,  re-acts  upon  their  creed  and  laws.  But  though  the  subjects 
in  very  close  contact,  they  are  essentially  different,  and  have  never 
been  supposed  to  be  otherwise. 

it  is  no  part  of  the  design  of  this  treatise  to  aim  at  metaphysical  nicety 

of  definition,  where  the  ideas  suggested  by  a  term  are  already  as  delenuin- 

te  as  practical  purposes  require.     !3ut,  little  as  it  might  he  expected 
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that  any  mischicvou::  config^on  of  Ulca^  could  take  place  oo  a  subject  so 
simple  as  the  question,  what  is  to  be  considered  as  wealth,  it  is  matter  of 
history  that  such  confusion  of  ideas  has  existed — that  theorists  and 
practical  politicians  have  been  equally,  and  at  one  period  universally, 
infected  by  it,  and  that  for  many  generations  it  gave  a  thoroughly  false 
direction  to  the  policy  of  Kurope.  1  refer  to  the  set  of  doctrines 
dcsii^natcd,  since  the  time  of  Aaam  Smith,  by  the  appellation  of  the 
Mercantile  System. 

While  this  system  prevailed,  it  was  assumed,  either  expressly  or  tacitly, 
in  the  whole  policy  of  nations,  that  wealth  consisted  solely  of  money  ;  or 
of  the  precious  metals,  which,  when  not  already  in  the  state  of  money, 
are  capable  of  being  directly  converted  into  it.  According  to  the 
doctrines  then  prevalent,  whatever  tended  to  heap  up  money  or  bullion  in 
a  country  added  to  its  wealth.  Whatever  sent  the  precious  metals  out  of 
a  country  impoverished  it.  If  a  country  possessed  no  gold  or  silver 
mines,  the  only  industry  by  which  it  could  be  enriched  was  foreign  trade, 
being  the  only  one  which  could  bring  in  money.  Any  branch  of  trade 
which  was  supposed  to  send  out  more  money  than  it  brought  in, 
however  ample  and  valuable  might  be  the  returns  in  another  shape,  was 
looked  upon  as  a  losing  trade.  Exportation  of  goods  was  favoured  and 
encouraged  (even  by  means  extremely  onerous  to  the  real  resources  of  the 
country),  because,  the  exported  goods  being  stipulated  to  be  paid  for  in 
money,  it  was  hoped  that  the  returns  would  actually  be  made  in  gold  and 
silver.  Importation  of  anything,  other  than  the  precious  metals,  was 
regarded  asa  loss  to  the  nation  of  the  whole  price  of  the  things  imported  ; 
unless  they  were  brought  in  to  be  re-exported  at  a  profit,  or  unless,  being 
the  materials  or  instruments  of  some  industry  practised  in  the  country 
itself,  they  gave  the  power  of  producing  exportable  articles  at  smaller 
cost,  and  thereby  cfTctting  a  larger  exportation.  Tlie  commerce  of  the 
world  w.is  [ookecl  upon  as  a  struggle  among  nations,  which  could  draw  to 
itself  the  largest  share  of  the  gold  and  silver  in  existence  ;  and  in  this 
competition  no  nation  could  gain  anything,  except  by  making  others 
lose  as  much,  or,  at  the  least,  preventing  them  from  gainmg  it. 

It  often  happens  that  the  universal  belief  of  one  age  of  mankind 
— a  belief  from  which  no  one  ituts,  nor,  without  an  extraordinary  effort  of 
genius  and  courage,  could  a\.  that  time  be  free — becomes  to  a  subsequent 
age  so  palpable  an  absurdity,  that  the  only  difficulty  then  is  to  imagine 
how  such  a  thing  can  ever  have  appeared  credible.  It  has  so  happened 
with  the  doctrine  that  money  is  synonymous  with  wealth.  The  conceit 
seems  too  preposterous  to  be  thought  of  as  a  serious  opinion.  It  looks 
like  one  of  the  crude  fancies  of  childhood,  instantly  corrected  by  a  word 
from  any  grown  person.  Hut  let  no  one  feel  confident  that  he  should  have 
Escaped  the  delusion  if  he  had  lived  at  the  time  when  it  prevailed.  All  the 
associations  engendered  by  common  life,  and  by  the  ordinary  course  of 
business,  concurred  in  favouring  it.  So  long  as  those  associations  were 
the  only  medium  through  which  the  subject  was  luukcd  at,  what  we  now 
think  so  gross  an  absurdity  must  have  seemed  a  truism.  Once  questioned, 
indeed,  it  was  doomed  ;  but  no  one  was  likely  to  think  of  questioning  it 
whose  mind  had  not  become  familiar  with  certain  modes  of  stating  and  of 
contemplating  economical  phenomena,  which  have  only  found  their  way 
into  the  general  understanding  through  the  influence  of  Adam  Smith  and 
of  his  expositors. 
In   common  discourse,   wealth   is  always   expressed  in  money.      If 
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you  ask  how  rich  a  person  is,  you  are  answered  that  he  has  so  many 
[thousand  pounds.  Ail  income  and  expenditure,  all  (jains  and  losses, 
evcr>*tbing  by  which  one  becomes  riclier  or  poorer,  are  reckoned  as 
the  coming  in  or  going  out  of  so  much  money.  It  is  true  that  in  the  in- 
ventory of  a  person's  fortune  are  included,  not  only  the  money  in 
his  actual  possession,  or  due  to  him,  but  all  other  articles  of  value. 
These,  however,  enter,  not  in  their  own  character,  but  in  virtue  of 
the  sums  of  money  which  tbey  would  sell  for  ;  and  if  they  would  sell  for 
less,  their  owner  is  reputed  less  rich,  although  the  things  themselves  arc 
precisely  the  same.  It  is  true,  aUo,  that  people  dn  not  grow  rich  by 
keeping  their  money  unused,  and  that  they  must  be  willing  to  spend  in 
order  10  gain.  Those  who  enrich  themselves  by  commerce,  do  so 
by  giving  money  for  goods  as  well  as  goods  for  money  ;,  and  the  first  is  as 
necessary  a  part  of  the  process  as  the  last.  IJut  he  who  buys  goods 
for  purposes  of  gain,  does  so  to  sell  them  again  for  money,  and  in 
the  expectation  of  receiving  more  money  than  lie  laid  out :  to  get  money, 
therefore,  seems  even  lo  the  person  himself  the  ultimate  end  of  the 
whole.  It  oflcn  happens  that  he  is  not  pa,id  in  money,  but  in  something 
else  ;  having  bought  goods  to  a  value  equivalent,  which  are  set  off 
against  those  he  sold.  But  he  accepted  these  at  a  money  valmtion,  and 
ID  the  belief  that  they  would  bring  in  more  money  eventually  than  the 
price  at  which  they  were  made  over  in  him,  A  dealer  doing  a  large 
amount  of  business,  and  turning  over  his  capital  rapidly,  has  hut  a.  small 
portion  of  it  in  ready  money  at  any  one  time.  But  he  only  feels  it 
valuable  to  him  as  it  is  convertible  into  money  j  he  considers  no  trans- 
action closed  until  the  net  result  is  either  paid  or  credited  in  money  : 
when  he  retires  from  business  it  is  into  money  that  he  converts  the  whole, 
and  not  until  then  does  he  deem  himself  to  have  realiicd  his  gains  :  just 
as  if  money  were  the  only  wealth,  and  money's  worth  were  only  the  means 
of  attaining  it.  If  you  now  ask  for  what  end  money  is  desitable,  unless 
to  supply  the  wants  or  pleasures  of  yourself  or  others,  the  champion  of  the 
system  would  not  be  at  all  embarrassed  by  the  question-  True,  he  would 
say,  these  are  the  uses  of  wealth,  and  very  laudable  uses  while  confined 
to  domestic  commodilies,  because  in  that  case,  by  exactly  the  amount 
which  you  expend,  you  enrich  others  of  your  countrymen.  Spend  your 
wealth,  if  you  please,  in  whatever  indulgences  you  have  a  taste  for ;  but 
your  wealth  is  not  the  indulgences,  it  is  the  sum  of  money,  or  the  annual 
monejr  income,  with  which  you  purchase  them. 

While  there  were  so  many  things  to  render  the  assumption  which  is  the 
basis  of  the  mercantile  syslem  plausible,  there  is  also  some  small  foundalion 
in  reason,  though  a  very  insutftcient  one,  for  the  distinction  which  that 
system  so  emphatically  draws  beiwxen  money  and  every  other  kind 
of  valuable  possession.  We  really,  and  justly,  took  upon  a  person  as 
possessing  the  advantages  of  wealth,  not  in  proportion  to  the  useful  and 
agreeable  things  of  which  he  is  in  the  aciual  enjoyment,  but  to  his  command 
over  the  general  funds  of  things  useful  and  agreeable  ;  the  power  he 
possesses  of  providing  far  any  exigency,  or  obtaining  any  object  of 
desire.  Now,  money  is  itself  that  power  ;  while  all  other  things,  in  a 
civilized  slate,  seem  to  confer  it  only  oy  their  capacity  of  being  exchanged 
for  money.  To  possess  any  other  article  of  wealth,  is  lo  possess  that 
particular  thing,  and  nothing  else  ;  if  you  wish  for  another  thing  instead 
_of  it,  you  have  first  to  sell  it,  or  lo  submit  to  the  inconvenience  and  delay 
'  not  ihe  impossibdity)  of  finding  some  one  who  has  what  you  want,  and 
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is  willing  to  barter  it  for  what  you  have.  Bat  with  mnne^~^ra~aR 
at  once  ab!c  to  buy  whatever  thing's  arc  for  sale  :  and  he  whose  fonunc  is 
in  money,  or  in  thin)<[s  rapidly  coD%-eriib!e  into  it,  seems  both  to  himself  and 
others  to  possess  noi  anyone  thing.but  all  the  things  which  ihe  money  places 
it  at  his  option  to  purchase.  The  greatest  part  of  the  utility  of  wealthi 
beyond  a  very  moderate  quantity,  is  not  the  induljjences  it  procures*,  but 
the  reser\-ed  power  which  its  possessor  holds  in  his  hands  of  attaining 
purposes  generally  :  and  this  power  no  other  kind  of  wealth  confers  so  im- 
mediately or  30  certainly  as  money.  It  is  the  only  fonn  of  wealth  which 
is  not  merely  applicable  to  some  one  use,  but  can  be  turned  at  on 
to  any  use.  '  And  this  distinction  was  the  more  likely  to  make 
impression  upon  governments,  as  it  is  one  of  considerable  importance  ta 
them.  A  civilized  government  derives  comparatively  little  advantage 
from  (axes  unless  it  can  collect  them  in  money ;  and  if  it  has  large  or 
sudden  payments  to  make,  especially  payments  in  foreign  countries  for 
wars  or  subsidies,  either  for  the  sake  of  conquering  or  of  not  being 
conquered  (the  two  chief  objects  of  national  policy  until  a  late  period), 
scarcely  any  medium  of  payment  except  money  will  serve  the  purpose. 
All  these  causes  conspire  to  make  both  individuals  and  governments,  in 
Cbtimating  their  means,  attach  almost  excluaiii-c  importance  to  money, 
ehhtr  in  ^sw  or  in  fi^sir,  and  look  upon  all  other  lhings(when  \iewedas  part 
of  (heir  resources]  scarcely  otherwise  than  .^s  the  rcinnte  medium  of  obtain- 
ing that  which  alone,  when  obtained,  .itTords  the  indefinite,  and  at  the 
same  time  instantaneous,  command  over  objects  of  desire,  which  best 
answers  to  the  idea  of  wealth. 

An  absurdity,  however,  does  not  cease  to  be  an  absurdity  when  we 
have  discovered  what  were  the  appearances  which  made  it  plausible  ;  and 
the  Mercantile  Theory  could  not  fail  to  be  seen  in  its  true  character  when 
men  bcKan,  even  in  an  imperfect  manner,  to  explore  into  the  foundations 
of  thinys,  and  seek  their  premises  from  clementiiry  facts,  and  nvt  from 
the  forms  and  phrases  nf  common  discourse.  So  soon  as  they  asked 
themselves  what  is  really  meant  by  money —what  it  is  in  its  essential 
characters,  and  the  precise  nature  of  the  functions  it  performs — they  re- 
flected that  money,  like  other  things,  is  only  a  desirable  possession  on 
account  of  its  uses  ;  and  that  these,  instead  of  being,  as  they  delusively 
appear,  indefinite,  are  of  a  strictly  defined  and  limited  description,  namely, 
lo  facilitate  the  distribution  of  the  produce  of  industry  according  to 
the  convenience  of  those  among  whom  it  is  sbared.  Further  ronsidera- 
llon  showed  that  the  uses  of  money  are  in  no  respect  promoted  by  in- 
creasing the  quantity  which  exists  and  circulatesin  a  country* ;  the  service 
which  it  perfonns  being  as  well  rendered  by  a  small  as  by  a  large  aggre- 
gate amount.  Two  miUion  quarters  of  corn  will  not  feed  so  many  persons 
as  four  millions  ;  but  two  millions  of  pounds  sterling  will  carry  on  as  much 
traffic,  will  buy  and  sell  as  many  commodities  as  four  millions,  though  at 
lower  nominal  prices.  Money,  as  money,  satisfies  no  want,  answers  no 
purpose  :  its  worth  to  anyone,  consists  in  its  being  a  convenient  shape  in 
which  to  receive  hisincomingsofaLI  sorts.which  incomings  he  afterwaras,at 
the  times  which  suit  him  best,  converts  into  the  forms  m  which  they  can 
be  useful  to  him.  The  difierence  between  a  counlr)-  with  money,  and  a 
country  altogether  without  it,  would  he  only  one  of  convenience  ;  a  saving 
of  time  and  trouble,  like  grinding  by  water  instead  of  by  hand,  or  [to  use 
Adam  Smith's  itlustraiion)  like  the  benefit  derived  from  roads  ;  and  to 
mistake  money  for  wealth,  is  the  same  sort  of  error  95  to  mistake  the 


highn*ay  which  may  be  Ihe  easiest  way  of  getiin^  lo  your  house  or  lauds, 
for  the  house  and  lands  themselves. 

Money,  being  the  instrument  of  an  important  public  and  private  pur- 
pose, is  rightly  regarded  as  wealth  ;  but  everything  else  which  serves  any 
human  purpose,  and  which  nature  docs  not  aii'ord  gratuitously,  is  wcahh 
also.  To  be  wealiliy  is  to  have  a  large  stock  of  useful  articles,  or  the 
means  of  purchasing  them.  Everything  forms  therefore  a  part  of  wealth, 
which  has  a  power  of  purchasing  ;  for  which  anything  useful  or  agreeable 
would  be  given  in  exchange.  Things  for  which  nothing  could  beobt.iined 
in  exchange,  however  useful  or  necessary  they  may  be,  are  not  wealth  in 
the  sense  in  which  the  term  is  used  in  Folitical  Economy.  Air,  for 
example,  though  the  most  absolute  of  necessaries,  bears  no  price  in  the 
market,  because  it  can  be  obtained  gratuitously  :  to  accumulate  a  stock 
of  it  would  yield  no  profit  or  advantage  to  any  one  ;  and  the  laws  of  its 
production  and  distribution  are  the  subject  of  a  very  ditTercnt  study  from 
Political  Economy.  But  though  air  is  not  wealih,  mankind  arc  much 
richer  by  obtaining  it  gratis,  since  the  time  and  labour  wliicb  would  other- 
wise be  required  for  supplying  the  most  pressing  of  all  wants^  can  be 
devoted  to  other  purposes.  It  is  possible  to  imagine  circumstances  in 
which  air  would  be  a  part  of  wealth.  If  it  became  customary  to  sojourn 
long  in  places  where  the  air  does  not  naturally  penetrate,  as  in  diving- 
bells  sunk  in  the  sea,  a  supply  of  air  artificially  furnislied  wuuld,  like 
water  conveyed  into  houses,  bear  a  price  :  and  if^  from  any  revolution  in 
nature  the  atmosphere  became  too  scanty  for  the  consumption,  or  could 
be  monopolized,  air  might  acquires  very  high  marketable  value.  In  such 
a  case,  the  possession  of  it,  beyond  his  own  wants,  would  be,  to  its  owner, 
wealth  ;  aiid  the  general  wealth  of  mankind  might  at  first  sight  appear 
to  be  increased,  by  what  would  be  so  great  a  calamity  to  them.  But  this 
would  be  an  error  ;  for  however  rich  the  possessor  of  air  might  become, 
at  the  expense  of  Ihe  rest  of  the  community,  all  persons  else  would  be 
poorer  by  all  that  tlicy  were  compelled  to  pay  for  what  tliey  had  before 
obtained  without  payment. 

This  leads  to  an  important  distinction  in  the  meaning  of  the  word 
wealth,  as  applied  to  the  possessions  of  an  individual,  and  to  those  of  a 
nation,  or  of  mankind.  In  the  wealth  of  mankind,  nothing  is  included 
which  does  not  of  itself  answer  some  purpcse  of  utility  or  pleasure.  To 
an  individual,  anything  is  wealth,  whtch,  though  useless  in  itself, 
enables  him  to  claim  from  others  a  part  of  their  stock  of  thiivgs  useful  or 

Gsatit  Take,  for  instance,  a  mortgage  of  a  thousand  pounds  on  a 
cd  estate.  This  is  wealth  to  the  person  lo  whom  it  brings  in  a 
revenue,  and  who  could  perhaps  sell  it  in  the  market  for  the  full  amount 
of  the  debt.  But  it  is  not  wealth  to  the  country  ;  if  the  engagement  were 
annulled,  the  country  would  be  neiti:jer  poorer  nor  richer.  The  mortgagee 
would  have  lost  a  thousand  pounds,  and  the  owner  of  the  land  would  have 
gained  it.  Speaking'  nationally,  the  mortgage  was  not  itself  wealth,  but 
merely  gave  A  a  clami  to  a  portion  of  the  wealth  of  B.  It  was  wcahh  to 
A,  and  wealth  which  he  could  transfer  to  a  third  persoti ;  but  what  he  so 
transferred  was  in  fact  a  joint  ownership,  to  the  extent  of  a  thousand 
pounds,  in  the  land  of  which  B  was  nominally  the  sole  proprietor.  The 
position  of  fundliolders,  or  owners  of  the  public  debt  of  a  country,  is 
similar.  They  are  mortgagees  on  the  genera!  wealth  of  the  country. 
The  cancelling  of  the  debt  would  be  no  destruction  of  wealth,  but  a  trans- 
fer of  it :  a  wrongful  abstraction  of  wealth  from  certain  members  of  the 
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community,  for  the  profit  of  the  govcnimeiit,  or  of  the  tax-paycra.  Funded 
property  therefore  cannot  be  counted  as  part  of  the  national  wealth.  This 
13  not  always  borne  in  mind  by  the  dealers  in  statistical  calculations.  Foi 
example,  in  estimates  of  the  gross  income  of  the  country,  founded  on  the 
proceeds  of  the  income  tax,  incomes  derived  from  the  funds  are  not 
alu-nys  excluded :  although  the  tax-payers  are  assessed  on  their  whole 
nominal  income,  without  being  permitted  to  deduct  from  it  the  portion 
levied  from  ihcni  in  taxation  to  form  the  income  of  the  fundholder.  In 
this  calculation,  therefore,  one  portion  of  the  general  income  of  the 
country  is  counted  twice  over,  and  the  aggregate  nmoimt  made  to  appear 
greater  than  it  is  hy  about  ihirtv  millions.  A  country,  however,  may 
include  in  its  wealth  all  stoclc  hclcl  by  its  citizens  in  the  funds  of  foreign 
countries,  and  other  debts  due  to  them  from  abroad.  But  even  this  Is 
only  wealth  to  them,  by  being  a  part  ownership  In  wealth  held  by  other*. 
It  forms  no  part  of  the  collective  wealth  of  the  human  race.  It  is  an 
element  in  the  distribution,  but  not  in  the  composition,  of  the  general 
we.ihh. 

It  has  been  proposed  to  define  wealth  as  signifying  'instruments': 
meaning  not  tools  and  machinery  alone,  but  the  whole  accumulation  pos- 
sessed by  individuals  or  communities,  of  means  for  the  attainment  of  their 
ends.  Thus,  a  ReLd  is  an  instrument,  because  it  is  a  means  to  the  attain- 
ment of  com.  Com  is  an  instrument,  being  a  means  Id  the  .itiainment  of 
flour.  Flour  is  an  instrument,  being  a  means  to  the  attainment  of  bread. 
Bread  is  an  instrument,  as  a  means  to  the  satisfaction  of  hunger  and  to 
the  support  of  life.  Here  wc  at  last  arrive  at  things  which  arc  not  instru- 
ments, being  desired  on  their  own  account,  and  not  as  mere  means  to 
something  beyond.  This  view  of  the  subject  is  philosophically  correct  ; 
or  rather,  this  mode  of  expre-^^sion  may  be  usefully  employed  along  with 
others,  not  as  cnnveying  a  dificrcnt  view  of  the  subject  from  ihc  common 
one,  but  as  giving  more  distinctness  and  reality  to  the  common  view.  It 
departs,  however,  too  widely  from  the  custom  of  language,  to  be  likely  to 
obtain  general  acceptation,  or  to  be  of  use  for  any  oUicr  purpose  than 
that  of  occasional  illusiration. 

Wealth,  then,  may  be  defined^  all  useful  or  agreeable  things  which 
possess  exchangeable  value ;  or,  m  other  words,  all  useful  or  agreeable 
things  except  those  which  can  be  obtained,  in  the  quantity  desired,  with- 
out labour  or  sacrifice.  To  this  definition,  the  only  objection  seems  to  be, 
that  it  leaves  in  unirertainiY  a  question  which  has  been  much  debated — 
whether  what  are  tailed  immaterial  products  arc  to  be  considered  as 
wealth  ;  whether,  for  example,  the  skill  of  a  workman,  or  any  other  natural 
or  acquired  power  of  body  or  mind,  shall  be  called  wealth,  or  not :  a 
question,  not  ol^very  greaLimpprtance,  and  which,  so  far  as  requiring  dis- 
cussion, wiir~5e  more  conveniently  considered  in  another  place,* 

These  things  having  been  premised  respecting  wealth,  we  shall  next 
turn  our  attention  to  the  extraordinary  differences  in  respect  lo  it,  which 
exist  between  nation  and  nation,  and  between  different  ages  of  the  world  j 
differences  both  in  the  quantity  of  wealth,  and  in  the  kind  of  it  j  as  well 
as  in  the  manner  in  which  the  wealth  existing  in  the  community  is  shared 
among  its  members. 

There  is,  perhaps,  no  people  or  community,  now  existing,  which  subsists 
entirely  on  die  spontaneous  produce  of  vegetation.     But  many  tribes  still 

*  Infra,  book  i.  chap.  iii. 


ivc  exclusively,  or  almost  cxclusivelj',  on  wild  animals,  the  produce  of 
hunting  or  li&hing.  Their  clothing  is  skins  ;  their  habitations,  huls  rudely 
formed  of  logs  or  boughs  of  trees,  and  abandoned  at  an  hour's  notice. 
The  food  they  use  being  liltle  &iisceplible  of  storing  up,  they  have  no 
accumulation  of  it,  and  are  ofien  otposed  to  great  privations.  The  weaUh 
of  such  a  community  consists  solely  of  the  skins  ihcy  wear ;  a  few  orna- 
ments, the  taste  for  which  exists  in  most  savage  states  ;  some  rude 
utetisils  ;  the  weapons  with  which  they  kill  their  game,  or  fight  with 
hostile  competitors  for  the  means  of  subsistence  ;  canoes  for  crossing 
rivers  and  lakes,  or  fishing  in  the  sea ;  and  perhaps  some  furs  or  other 
productions  of  the  wiEderness,  collected  to  be  exchanged  with  civilized 
people  for  blankets,  brandy,  and  tobacco ;  of  which  foreign  produce  also 
there  may  be  some  unconsumed  portion  in  store.  To  this  scanty  in- 
ventory of  material  wealth,  ought  to  he  added  their  land  ;  an  iastrutncnt 
of  production  of  which  ihcy  nialte  slender  use,  compared  with  more 
settled  communities,  but  which  is  still  the  source  of  their  subsistence,  and 
which  has  a  marketable  value  if  there  be  any  agricultural  community  in 
the  neighbourhood  requiring  more  land  than  it  possesses.  This  is  the 
state  of  greatest  poverty  in  which  any  entire  community  of  human  beings 
-is  known  to  exist :  although  there  are  much  richer  communities  in  which 
portions  of  the  inhabitants  are  in  a  condition,  as  to  subsistence  and  com- 
fort, probably  as  little  enviable  as  that  of  the  savage. 

The  first  great  advance  beyond  this  state  consists  in  the  domestication 
of  the  more  useful  animals  ;  giving  rise  to  the  pastoral  or  nomad  state,  ja 
which  mankind  do  not  live  on  the  produce  of  hunting,  but  on  milk  and 
its  products,  and  on  the  annual  increase  of  fiocks  and  herds.     This  con- 
dition is  not  only  more  desirable  in  itself,  but  more  conducive  to  further 
Erogress  ;  and  a  much  more  considerable  amount  of  wealth  is  accumu- 
ited  under  iL     So  long  as  the  vast  natural  pastures  of  the  earth  are  not 
yet  so  fully  occupied  as  to  be  consumed  more  rapidly  than  they  are 
spontaneously  reproduced,  a  large  and  constantly  increasing  stock  of  sub- 
sistence may  be  collected  and  preserved,  with  liltle  other  labour  than  that 
of  guarding  the  cattle  from  the  attacks  of  wild  beasts,  and  from  the  force 
I      or  wiles  of  predatory  men.    I-ar^e  fliicks  and  herds,  therefore,  are  in  time 
possessed,  by  active  and  thrifty  Individuals  through  their  own  exertions, 
^ajid  by  the  heads  of  families  and  tribes  through  the  exertions  of  those 
^Hnto  are  connected  with  them  by  allegiance.     There  thus  arises,  in  the 
^^Bephcrd  state,  inequality  of  possessions  ;  a  thing  which  scarcely  exists 
^^&  the  savage  state,  where  no  one  has  much  more  than  absolute  neces* 
H^Brtcs,  and  m  case  of  deficiency  must  share  even  tho^e  with  his  tribe.     In 
^ine  nomad  slate,  some  have  an  abundance  of  cattle,  sufficient  for  the 
food  of  a  multitude,  while  others  have  not  contrived  to  appropriate  and 
retain  any  superfluity,  or  perhaps  any  cattle  at  all.     But  subsistence  has 
ceased  to  be  precarious,  since  the  more  successful  have  no  other  use 
L^hich  they  can  make  of  their  surplus  than  to  feed  the  less  fortunate, 
^B^ilc  every  increase  in  the  number  of  persons  connected  with  them  is  an 
^■ntcrease  both  of  security  and  power  :  and  thus  they  are  enabled  to  divest 
themselves  of  all  labour  except  that  of  government  and  superintendence, 
and  acquire  dependents  to  fight  for  them  in  war  and  to  serve  them  in  peace. 
One  of  the  features  of  tliis  slate  of  society  is,  that  a  part  of  the  community, 
and  in  some  degree  even  the  whole  of  it,  possess  leisure.    Only  a  portion 
of  time  is  required  fur  procuring  food,  and  the  remainder  is  not  enf^rossed 
by  anxious  thought  for  the  morrow,  or  necessary  repcse  from  muscular 
*^  z— I 
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activity.  Such  a  life  is  liighl^  favourable  to  the  growth  of  new  wants, 
and  opens  a  possibility  of  their  gratiRcation.  A  desire  arises  for  better 
clothing,  utensils,  and  implements,  than  the  savage  state  contents  itself 
with  ;  and  the  surplus  food  renders  it  practicable  to  devote  to  these  pur- 
poses the  exertions  o{  a  part  of  the  tribe.  In  all  or  most  nomad  com* 
munitics  we  find  domestic  manufactures  of  a  coarse,  and  in  some  of  a  fine 
kind.  There  is  ample  evidence  that  while  those  parts  of  the  world  which 
have  been  the  cradle  of  modem  civiliwition  were  still  generally  in  the 
nomad  slate,  considcr^ible  skill  had  been  atcaincd  in  spinning^,  weaving, 
and  dyeing  woollen  garments,  in  the  preparation  of  leather,  and  in  what 
appears  a  still  more  difficult  invention,  tnat  of  working  iu  metals.  Even 
speculative  science  took  its  first  b^innings  from  the  leisure  characteristic 
of  this  stage  of  swial  progress.  Tne  earliest  astronomical  obsen'ations 
arc  ntlribiited,  by  a  tradition  which  has  much  appearance  of  truth,  to  the 
shepherds  of  Ch:ilda». 

>  rom  this  state  of  society  to  the  agricultural  the  transition  is  not  indeed 
easy  (for  no  great  change  in  the  habits  of  mankind  is  otherwise  than 
dimcult,  and  m  general  either  painful  or  very  slow),  but  it  lies  in  what 
may  be  called  the  spontaneous  course  of  events.     The  growth  of  the 

Copulation  of  men  and  cattle  began  iu  time  to  press  upon  the  earth's  capa- 
ililies  of  yielding  natural  pasture  :  and  this  cause  doubtless  produced  the 
first  tilling  of  the  ground,  just  as  at  a  later  period  the  same  cause  made 
the  superfluous  hordes  of  the  nations  which  had  remained  nomad  pre* 
cipitatc  themselves  upon  those  which  had  already  become  agricultural; 
until,  these  having  become  sufficiently  powerful  to  repel  such  mroads,  the 
invading  nations,  deprived  of  this  outlet,  were  also  obliged  to  become 
agricultural  communities. 

But  after  this  great  step  had  been  completed,  the  subsequent  progress 
of  mankind  seems  by  no  means  to  have  been  so  rapid  (certain  rare  com- 
binations of  circumstances  excepted)  as  mij^hi  perhaps  have  been  antici- 
pated. The  quantity  of  human  food  which  the  earth  is  capable  of 
returning  even  to  the  most  wretched  system  of  agriculture,  so  much 
exceeds  what  could  be  obtained  in  the  purely  pastoral  state,  tliat  a  great 
increase  of  population  is  invariably  the  result.  Hut  this  additional  food 
IS  oi  Jy  obtained  by  a  great  additional  amount  of  labour ;  so  that  not  only 
an  a^riailtural  has  much  less  leisure  than  a  pastoral  population,  but,  with 
the  imperfect  tools  and  unskilful  processes  which  arc  for  a  long  time 
employed  (and  which  over  the  greater  part  of  the  earth  have  not  even  yet 
been  abandoned)  agriculturists  do  not,  unless  in  unusually  advantageous 
circumstances  of  climate  and  soil,  produce  so  great  a  surplus  of  food 
beyond  their  necessary  consumption,  as  to  support  any  large  class  of 
labourers  engaged  in  other  departments  of  industry.  The  surplus,  too, 
whether  small  or  great,  is  usually  torn  from  tbe  producers,  either  by  the 
government  lo  which  they  are  subject,  or  by  individuals,  who  by  superior 
force,  or  by  availing  themselves  of  religious  or  traditional  feelings  of 
subordinition,  have  established  themselves  as  lords  of  the  soil. 

The  iirst  of  these  modes  of  appropriation,  by  the  government,  is 
characteristic  of  the  extensive  monarchies  which  from  a  time  beyond 
historical  record  have  occupied  the  plains  of  Asia.  The  govemracnl,  in 
those  countries,  though  varying  in  its  qualities  according  to  the  accidents 
of  personal  character,  seldom  leaves  much  to  the  cultivators  beyond  mere 
necessaries,  and  often  strips  them  so  bare  even  of  these,  that  it  finds  itself 
obliged,  after  taking  all  they  have,  to  lend  part  of  it  back  to  those  from 
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whom  it  has  been  tnken,  in  order  to  provide  ihem  with  seed,  and  ennble 
them  to  support  life  until  another  har\xst.  Under  the  re'gime  in  question, 
ttllhough  the  bulk  of  I'le  population  are  ill  provided  for,  the  go%'emment, 
by  collci^ting small  sums  from  great  numbers,  is  enabled,  with  any  tolerable 
management,  to  make  a  show  of  rifhes  quite  out  of  proportion  to  the 
general  condition  of  the  society  ;  and  hence  the  inveterate  impression,  of 
which  Europeans  have  only  at  a  late  period  been  disabused,  concerning 
the  great  opulence  of  Oriental  nations.  In  this  wealth,  without  reckoning 
the  large  portion  which  adheres  to  the  hands  employed  in  collecting  it, 
many  persons  of  course  participrate,  besides  the  immediate  household  of 
the  sovereign.  A  large  part  is  distributed  among  the  various  functionaries 
of  government,  and  among  the  objects  of  the  sovereign's  favour  or  caprice. 
A  part  rs  occasionally  employed  in  works  of  public  utility.  The  tanks, 
wells,  and  canals  for  inigation,  without  which  in  most  tropical  climates 
cultivation  couM  hardly  be  carried  on  ;  the  embankments  which  confine 
the  rivers,  the  bazaars  for  dealers,  and  the  serais  for  travellere,  none  of 
which  could  have  been  made  by  the  seamy  means  in  the  possession  of 
those  using  them,  owe  their  existence  to  the  liberality  and  enlightened 
self-interest  of  the  better  order  of  princes,  or  to  the  benevolence  or 
ostentation  of  here  and  there  a  rich  individual,  whose  fortune,  if  traced  to 
its  source^  is  always  found  to  have  been  drawn  immediately  or  remotely 
from  the  public  revenue,  most  frequently  by  a  direct  giant  of  a  portion  of 
it  from  the  sovereign. 

The  ruler  of  a  society  of  this  description,  after  providing  largely  for  his 
Own  support,  and  that  of  all  persons  in  whom  he  feels  an  interest^  and 
after  maintaining  as  many  soldiers  as  he  thinks  needful  for  his  security  or 
his  state,  has  a  disposable  residue,  which  he  is  glad  to  exchange  for 
articles  of  luxury  suitable  to  his  disposition  ;  as  have  also  the  class  ol 
persons  who  have  been  enriched  by  his  favour,  or  by  handling  the  public 
revenues.  A  demand  thus  arises  for  elaborate  and  costly  manufactured 
articles,  .idaptert  to  a  narrow  but  a  wealthy  market.  This  demand  is 
often  supplied  almost  exclusively  by  the  merchants  of  more  advanced 
communities,  but  often  also  raises  up  in  the  country  itself  a  class  of 
artificers,  by  whom  certain  fabrics  are  carried  to  as  high  excellence  as  can 
be  given  by  patience  and  manual  dexterity,  without  any  considerable 
knowledge  of  the  properties  of  objects  :  such  as  some  of  the  cotton  fabrics 
of  India.  These  artificers  are  fed  by  the  surplus  food  which  has  been 
taken  by  the  government  and  its  agents  as  their  share  of  the  produce. 
So  literally  is  this  the  case,  that  in  some  countries  the  workman,  instead 
'  taking  his  work  home,  and  being  paid  for  it  after  it  is  finished,  proceeds 
ith  his  tools  to  his  customer's  house,  and  is  there  subsisted  until  the  work 
complete.  The  insecurity,  however,  of  all  possessions  in  this  state  of 
society,  induces  even  the  richest  purchasers  tn  give  a  preference  to  such 
articles  as,  being  of  an  imperishable  nature,  and  containing  great  value  in 
small  bulk,  are  adapted  for  being  concealed  or  carried  off.  Gold,  and 
wels,  therefore,  constitute  a  large  proportion  of  the  wealth  of  these 
.tions,  and  many  a  rich  Asiatic  carries  nearly  his  whole  fortune  on  his 
on,  or  on  those  of  the  women  of  his  harem.  No  one,  except  the 
inarch,  thinks  of  investing  his  wealth  in  a  manner  not  susceptible  of 
ovaL  He,  indeed,  if  he  feels  safe  on  his  throne,  and  reasonably 
:ure  of  transmitting  it  toihis  descendants,  sometimes  indulges  a  taste 
du.'able  edifices,  and  produces  the  Pyramids,  or  the  Taj  Mehal  and  the 
ausoleum  at  Sekundra.     The  nidc  manufactures  destined  for  the  wants 
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of  the  cultivators  arc  warked  up  by  village  artisans,  who  are  remunerated 
by  land  given  to  them  rent  free  to  cultivate,  or  by  fees  paid  to  them  in. 
kind  from  such  share  of  the  crop  as  is  [eft  to  the  villagers  by  the  ^ovem- 
mcnt.  'J'his  &iatc  of  society,  however,  is  not  destitute  of  a  mcrcantite 
class  ;  composed  of  two  divisions,  grain  dealers  ami  money  dealers.  Tiie 
g^rain  dealers  do  not  usually  buy  jjrain  from  the  producers,  but  from  the 
ngems  of  govemmem,  who.  receiving  the  revenue  in  kind,  are  glad  to 
devolve  upon  others  the  business  of  convc>-ing  it  to  the  places  where  the 
prince,  his  chief  civil  and  military  officers,  the  bulk  of  his  troops,  and  the 
artisans  who  supply  the  wants  of  these  various  persons,  are  assembled. 
Tlic  money  dealers  lend  to  the  unfortunate  cultivators,  when  ruined  by 
bad  seasons  or  fiscal  exactions,  the  means  of  supporting  life  and  con- 
tinuing their  cultivation,  and  arc  repaid  with  enormous  interest  at  the  next 
han*est ;  or,  on  a  lar^'cr  scale,  they  lend  to  the  government,  or  to  those  to 
whom  it  has  granted  a  portion  of  the  revenue,  and  arc  indemnified  by 
assignments  on  the  revenue  collectors,  or  by  having  certain  districts  put 
into  their  possession,  that  they  may  pay  themselves  from  the  revenue*  ; 
to  enable  them  to  do  which,  a  great  portion  of  the  powers  of  government 
are  usually  made  over  simultaneously,  to  be  exercised  by  them  until  cither 
the  districts  are  redeemed,  or  their  receipts  have  liquidated  the  debt. 
Thus,  the  commercial  operations  of  both  these  classes  of  dealers  take  place 
principally  upon  that  part  of  the  produce  of  the  country  which  forms  the 
revenue  of  the  government.  From  that  revenue  their  capital  is  periodicaHy 
replaced  with  a  profit,  and  that  is  also  the  source  from  which  their  original 
funds  have  almost  always  been  derived.  Such,,  in  its  general  features,  is 
the  economical  condition  of  most  of  the  countries  of  Asia,  as  it  has  been 
from  beyond  the  commenretnent  of  authentic  history^  and  is  still,  wherever 
not  disturbed  by  foreign  influences. 

In  the  a^ncullura!  communities  of  ancient  Europe  whose  early  condition 
is  best  known  to  us,  the  course  of  things  was  dihcrent.  Ttiese,  at  their 
origin,  were  mostly  small  town-communities,  at  the  first  plantation  of 
which,  in  .in  unoccupied  country,  or  in  one  from  which  the  former  inhabi- 
tants had  been  expelled,  the  land  which  was  taken  possession  of  was 
systematically  divided,  in  equal  or  nearly  equal  allotments,  among  the 
families  composing  the  community.  In  some  cases,  instead  of  a  town 
there  was  a  confederation  of  towns,  occupied  by  people  of  the  sime  reputed 
race,  and  who  were  supposed  to  have  settled  in  the  country  about  the 
same  time.  Each  family  produced  its  own  food  and  the  materials  of  its 
cloiliing,  which  were  worked  up  within  itself,  usually  by  the  women  of  the 
family,  into  the  coarse  fabrics  with  which  the  age  was  contented.  Taxes 
there  were  none,  as  there  were  either  no  paid  officers  of  government,  or 
if  there  were,  their  payment  had  been  provided  for  by  a  reserved  portion 
nf  land,  cultivated  by  slaves  on  account  of  the  state  ;  atid  the  army  con- 
sisted of  the  body  of  citizens.  The  whole  produce  of  the  soil,  therefore, 
belonged,  without  deduction,  to  the  family  which  cultivated  it.  So  long 
as  the  progress  of  events  permitted  this  disposition  of  property  to  last,  the 
state  of  society  was,  for  the  majority  of  the  free  cultivators,  probably  not 
nn  undesirable  one  ;  and  under  it,  in  some  cases,  the  advance  of  mankind 
in  intellectual  culture  was  e\traordinarily  rapid  and  brilliant.  This  more 
especially  happened  where,  alon^  with  advantageous  circumstances  of 
race  and  climate,  and  no  doubt  with  many  favourable  accidents  of  which 
all  tT:ice  is  now  lost,  wa«  combined  the  advantage  of  a  position  on  the 
shores  of  a  great  inland  sea,  the  other  coasts  of  which  were  already 
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xupted  by  settled  communities.  The  Itnowlcdpe  which  in  such  a 
ositLoa  was  acquired  of  foreign  productions,  and  the  easy  access  of 
ireign  ideas  and  inveuiions,  made  the  ciiain  of  routine,  usually  so  strong 
in  a  nide  people,  hang  loosely  on  these  commtinities.  To  spealt  only  of 
their  industrial  development,  they  early  acquired  variety  of  wants  and 
desires,  which  stimulated  them  to  extract  from  their  own  soil  the  utmost 
whicli  they  knew  how  to  m.ike  it  yield  ;  and  when  their  soil  was  sterile, 
or  after  they  had  come  to  tlie  end  of  its  capacity,  they  often  became 
traders,  and  bought  up  the  productions  of  foreign  countries,  to  sell  them 
in  other  countries  with  a  profit. 

The  duration,  however,  of  this  slate  of  things  was  from  the  first 
precarious.    These  liiUe  communities  lived  in  a  state  of  almost  perpetual 
war.      For  this  there  were   many  causes.      In  the  ruder  and  purely 
agricultutal  communities  afreciuent  cause  was  the  mere  pressure  uf  their 
increasing  population  upon  their  limited  land,  aggravated  as  that  pressure 
so  often  wasbydertcieot  harvests  in  the  rude  state  of  theiragricuhurc,  and 
depending  as  they  did  for  food  upon  a.  very  small  extent  of  countiy.     On 
these  occasions,  the  community  often  emigrated  en  titasst,  or  sent  fonb  a 
swarm  of  its  youth,  to  seek,  sword  in  hand,  for  some  less  warlike  people, 
who  could  be  expelled  frocn  their  land,  or  detained  to  cultivate  it  as  slaves 
for  the  benefit  of  their  despoilers.     What  tliu  less  advanced  tribes  did 
from  necessity,  the  more  prosperous  did  from  ambition  and  the  military 
spirit :  and  after  a  time  the  whole  of  these  city  communities  were  eiilier 
conquerors  orconquered.     In  some  cases,  the  conquering  stale  contented 
itself  with  imposing  a  tribute  on  the  vanquished  :  who  being,  in  considera- 
tion of  that  burthen,  freed  from    the  expense  and  trouble  of  their  own 
military  and  naval  protection,  might  enjoy  under  it  a  considerable  share 
of  econoraical  prosperity,  while  the  ascendant  community  obtained  a 
surplus  of  wealth,  available  for  purposes  of  collective  luxury  or  magnifi- 
cence.     From  such  a   surplus  the    Parthenon    and  the    Propyl;ea   were 
built,  the  sculptures  of  Pheidias  paid  for,  and  the  festivals  celebrated,  for 
which  /Eschyius,  Sophocles,  Euripides,  and  Aristophanes  composed  their 
dramas.    But  this  state  of  political  relations,  most  useful,  while  it  lasted, 
to  the  progress  and  ultimate  interest  of  mankind,  had  not  the  elements  of 
durability.     A  small  conquering  community  which  does  not  incorporate 
its  conquests,  always  ends  by  being  conquered.     Universal  dominion, 
therefore,  at  last  rested   with    the  people  who  practised  this  art— with 
'  'ic  Romans  ;  who,  whatever  were  their  other  devices,   always   either 
5gaD  or  ended  by  taking  a  ^eat  part  of  the  land  to  enrich  their  own 
;ading  citizens,  and  by  adopiing  into  the  governing  body  the  principal 
jsessors  of  the  remainder.     It  is  unnecessary  to  dwell  on  the  melancholy 
:onomlcal  history  of  the  Roman  empire.     When  inequality   of  wealth 
ace  commences,  tn  a  community  not  cmistantly  engaged  in  repairing  by 
Industry  the  injuries  of  fcriunc,    its   advances   are  gigantic  ;  the  great 
lasses  of  wealth  swallow  tjp  the  smaller.    The  Roman  empire  ultimately 
became  covered  with  the  vast  landed  possessions  of  a  comparatively  few 
imilies,  for  whose  luxury,  and  suU  more  for  whose  ostentation,  the  most 
illy  products  were  raisedj  while  the  cultivators  of  the  soil  were  slaves, 
ir  small  tcn.ints  in  a  nearly  servile  condition.     From  this  time  the  wealth 
the  empire  progressively   declined.      In    the   beginning  the   public 
ivenues,  and  the  resources  of  rich  individuals,  sufficed  at  least  to  cover 
It^y  with  splendid    edifices,  public   and  private  ;    but    at    length  so 
dwindled  under  the  enervating  influences  of  misgu\'ernment,  that  what 
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remained  was  not  erven  sufficient  to  keep  those  edifices  fmm  decay.  Tlie 
strength  and  riches  of  thr  civilized  world  became  inadeuuaie  lo  make 
head  against  ihe  nomad  nopulation  which  skined  its  nonnern  frontier ; 
they  overran  the  empire,  4nd  a  diifercnt  order  of  things  succeeded. 

In  the  new  frame  in  which  European  society  was  now  cast,  the 
population  of  each  country  may  be  considered  as  composcdj  in  unequal 
proportions,  of  two  dislinci  nations  or  races,  the  conquerors  and  the  con- 
iiuered  :  the  first  the  proprietors  of  the  land,  the  I.itter  the  tillers  of  it- 
These  tillers  were  allowed  to  occupy  the  land  on  conditions  which,  being 
the  product  of  force,  were  always  onerous,  but  seldom  to  the  extent 
of  absolute  slavery.  Already,  in  the  later  times  of  the  Kaman  empire, 
predial  slavery  had  extensively  transformed  itself  into  a  kind  of  serfdom  ; 
tlie  eo/ofii  o{  ine  Rninans  were  rather  villeins  than  actual  slaves  ;  and  the 
incapacity  and  distaste  of  the  barbarian  conquerors  for  personally  superin- 
tending industrial  occupations,  left  no  alternative  but  to  allow  to  the  culti- 
vators, as  an  incentive  to  exertion,  some  real  interest  in  the  soil.  If,  for 
example,  they  were  compelled  to  labour,  three  days  in  the  week,  for  their 
superior,  the  produce  of  the  remaining  days  was  their  own.  If  they  were 
required  to  supply  the  provisions  of  various  sons,  ordinarily  required  for 
the  consamplinn  of  the  castle,  and  were  nftcn  subject  to  requisitions 
in  excess,  yet  after  supplying  these  demands  they  were  suffered  to  dispose 
at  their  will  of  whatever  additional  produce  (hey  could  raise.  Under  this 
system  during  the  Middle  Ages  it  was  not  impossible,  no  more  than  io 
Russia  at  present  (where  the  same  system  still  essentially  prevails) 
for  serfs  to  acquire  property  ;  and  in  fact,  iheir  accumulations  are 
the  primitive  source  of  the  wealth  of  modem  Kurope. 

In  that  ajje  of  violence  and  disorder,  the  first  use  made  hy  a  serf  of  any 
small  provision  which  he  had  been  able  to  accumulate,  was  to  buy 
his  freedom  and  withdraw  himself  to  some  town  or  fortified  village,  which 
had.  remained  undestmyed  from  the  time  of  the  Roman  dominion  ;  or, 
witliout  buying  his  freedom,  to  abscond  thither.  In  that  place  of 
refiige,  surrounded  by  others  of  his  own  class,  he  attempted  to  live, 
secured  in  some  measure  from  the  outrages  and  exactions  of  the  warrior 
caste,  by  his  own  prowess  and  that  of  his  fellows.  These  emancipated 
serfs  mostly  became  artificers,  and  lived  by  exchanging  the  produce 
of  their  industry  for  Ihe  surplus  food  and  material  which  the  soil  yielded 
to  its  feudal  proprietors.  This  gave  rise  to  a  sort  of  European  counter- 
part of  the  economical  condition  of  Asiatic  coimtries  ;  except  that,  in  lieu 
of  a  single  monarch  and  a  fljctuating  body  of  favourites  and  employifs, 
tliere  was  a  numerous  and  in  a  considerable  degree  fixed  class  of  great 
landholders  ;  exhibiting  far  less  splendour,  bccaust  Individually  disposing 
of  a  much  smaller  surplus  produce,  and  for  a  long  time  expending  the 
chief  part  of  it  in  maintaining  the  body  of  retainers  whom  ihe  warlike 
habits  of  society,  and  the  little  protection  afforded  hy  government, 
rendered  indispensable  to  their  safc^.  The  greater  stability,  the  fixity  of 
personal  position,  which  this  state  of  society  afforded,  tn  comparison  with 
the  Asiatic  polity  to  which  It  econoinically  corresponded,  was  probably  one 
main  reason  why  it  was  also  found  more  favourable  to  improvement. 
From  this  time  the  economical  advancement  of  society  has  not  been 
furtht:r  interrupted.  Security  of  person  and  property  grew  slowly,  but 
steadily  ;  the  arts  of  life  made  constant  progress  ;  plunder  ceased  to  be 
the  only  source  of  accumulation ;  and  feudal  Kiirope  ripened  into 
commercial  and  mamifacturing;  Europe.     In  the  latter  part  of  the  middle 
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towns  of  Italy  and  Flandcrr,  the  free  cities  of  Gemiany,  and 
>me  towns  of  France  and  England,  contained  a  large  and  energetic 
population  of  artisans,  :>nd  many  rich  burghers^  whose  wealth  had  been 
acquired  by  irianufaciuring  industry,  or  by  trading  in  the  produce  of  such 
industry.  The  Commons  of  England,  the  Tiers-Etat  of  Fiance,  the 
bourgeoisie  of  the  Continent  generally,  are  the  descendants  of  this  class. 
As  these  were  a  saving'  class,  while  the  posterity  of  the  feudal  aristocracy 
were  a  aauandering'  class,  the  former  by  degrees  substituted  themselves 
for  the  latter  as  the  owners  of  a  great  proportion  of  the  land.  This 
natural  tendency  was  in  some  cases  retarded  by  laws  contrived  for 
the  purpose  of  detaining  the  land  in  the  families  of  its  possessors,  in  other 
cases  accelerated  by  political  revolutions.  Gradually^  though  more 
slowly,  the  immediate  cultivators  of  the  soil,  in  all  the  more  civilized 
countries,  ceased  to  be  in  a  servile  or  semi-servile  state  :  though  the  legal 
position,  as  well  as  the  economical  condition  attained  by  them^  vary 
extremely  in  the  different  nations  of  Europe,  and  in  the  great  com- 
munities which  have  been  founded  beyond  the  Atlantic  by  the  descendants 
of  Europeans. 

The  world  nowr  contains  several  extensive  r^ions,  provided  with  the 
various  ingredients  of  weilth  in  a  degree  of  abundance  of  which  former 
ages  had  not  even  the  idea.  Without  compulsory  labour,  an  enormous 
mass  of  food  is  annually  extracted  from  the  soil,  and  maintain^,,  besides 
the  actual  producers,  an  equal,  sometimes  a  greater  number  of  labourers, 
occupied  in  producing  conveniences  and  luxuries  of  innumerable  kinds,  or 
in  transporting  (hem  from  place  to  place  ;  also  a  multitnde  of  persons  cm- 
ployed  in  directing  and  superintending  these  various  labours  ;  and  over 
and  above  all  these,  a  class  more  numerous  than  in  the  most  luxurious 
ancient  societies,  of  persons  whose  occupations  are  of  a  kind  not  directly 
productive,  and  of  persons  who  have  no  occupation  at  all.  The  food 
thus  raised  supports  a  far  larger  population  than  had  ever  existed  (at  least 
in  the  same  regions)  on  an  equal  space  of  ground  ;  and  supports  tticm  with 
certainty,  except  from  those  periodically  recurring  famines  so  abundant 
in  the  early  historj'  of  Europe,  and  in  Oriental  countries  even  now  not  un- 
frcquent  Besides  this  great  increase  in  the  quantity  of  food,  it  has 
eatly  improved  in  quality  and  variety ;  while  conveniences  and 
curies,  other  than  food,  are  no  longer  limited  to  a  small  and  opulent 
ss,  but  descend,  in  great  abundance,  through  many  widening  strata  in 
:3ety,  whatever  doubt  may  exist  as  to  the  amount  of  improvement 
fccicd  in  the  condition  of  the  lowest  of  all.  The  collective  resources  of 
nc  of  these  communities,  when  it  chooses  to  put  them  forth  for  any  un- 
cpected  purpose  ;  its  ability  to  maintain  fleets  and  armies,  to  execute 
]blic  works,  cither  useful  or  ornamental,  to  perform  national  acts  of 
leficcnce  like  the  ransom  of  the  West  India  slaves  ;  to  found  colonies, 
have  its  people  taught,  to  do  anything  in  short  which  requires 
ipense,  and  to  do  it  with  no  sacrifice  of  the  necessaries  or  even 
be  substantial  comforts  of  its  inhabitants,  are  such  as  the  world  never 
iw  before. 

But  in  all  these  particulars,  characteristic  of  the  modem  industrial  com- 
iunilies,  those  communities  differ  widely  from  one  another.  Though 
bounding  in  wealth,  as  compared  with  former  ages,  they  do  so  in  very 
fcffEreni  degrees.  Even  of  the  countries  which  are  justly  accounted  the 
ichcst,  scimc  have  made  a  more  complete  use  of  their  productive  resources, 
and  have  obtained,  relatively  to  their  territorial  extent,  a  much  larger  pro- 
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dace  than  others  ;  uor  do  ihey  differ  only  in  amouni  of  wealth,  but  also  in 
the  rapidity  of  its  increase.  The  diversili*s  in  the  distribution  of  wealth 
are  still  greater  than  in  the  production.  There  are  great  differences  in 
the  condition  of  the  poorest  class  in  different  countries  ;  and  in  the  pro- 
portional numbers  and  opulence  of  the  cinsscs  which  are  .ibove  the 
poorest.  The  very  nature  and  designation  of  tlic  classes  who  originally 
share  among  them  the  produce  of  the  soil,  vary  not  a  little  in  dilVercnt 
pl.ices.  In  some,  the  landowners  are  a  class  in  iheniselves,  almost 
entirely  separate  from  the  classes  eng.iged  in  industry  :  in  others,  the  pro- 
prietor of  the  land  is  almost  universally  its  cultivator,  owning  the  plough 
if  not  himself  holding  it  Where  the  proprietor  himself  docs  not  cultivate, 
there  Is  sometimes,  between  him  and  the  labourer,  an  intermediate 
agency,  that  of  the  farmer,  who  advances  the  subsistence  of  the  labourers, 
supplies  the  instruments  of  production,  and  receives,  after  paying  a  rent 
to  the  landowner,  all  the  produce  ;  in  other  cases  the  landlord,  his  paid 
agents,  and  the  labourers,  are  the  onl)  sharers.  Manufactures,  again,  xn 
sometimes  carried  on  by  scattered  individuals,  who  own  or  hire  the  tools 
or  machinery  they  require,  and  employ  little  labour  besides  that  of  their 
own  family  ;  in  other  cases,  by  large  numbers  working  together  in 
one  building,  with  expensive  and  complex  machinery,  owned  by  rich 
manufacturers.  Tjie  same  difference  exists  in  the  operations  of  trade. 
The  wholesale  operations  indeed  are  everywhere  carried  on  by  large 
capitals,  where  such  exist ;  but  the  retail  dealings,  which  collectively 
occupy  a  very  great  amount  of  capital,  are  sometiines  conducted  in  small 
shops,  chiefly  by  the  personal  exertions  of  the  dealers  themselves,  with 
their  familes,  and  pertiaps  an  apprentice  or  two  ;  and  sometimes  in  large 
establishments,  of  which  the  funds  are  supplied  by  a  wealthy  individual  or 
association,  and  the  agency  is  that  of  numerovis  Salaried  shopmen  Or  shoj 
women.  Besides  these  differences  in  tlie  economical  phenome 
presented  by  different  parts  of  what  is  usually  calleid  the  civilized  worl 
all  those  earlier  states  which  we  previously  passed  in  review,  have 
continued  in  some  part  or  other  of  the  world,  down  to  our  own  time. 
Hunting  communities  still  exist  in  America,  nomadic  in  .A.rabia  and  the 
steppes  of  Northern  Asia  ;  Oriental  society  is  in  essentials  what  it  has 
always  been  ;  the  great  empire  of  Russia  is  even  now,  in  many  respects, 
the  scarcely  modified  image  of  feudal  Europe.  Every  one  of  the  great 
types  of  human  society,  down  to  that  of  the  Esquimaux  or  Patagonl 
is  still  extant. 
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These  remarkable  differences  in  the  state  of  different  portions  of 
human  race,  with  regard  to  the  production  and  distribution  of  wealth, 
must,  like  all  other  phenomena,  depend  on  causes.  And  it  is  not  a  suffi- 
cient explanation  to  ascribe  them  exclusively  to  the  degrees  of  knowledge, 
possessed  at  different  times  and  places,  of  the  laws  of  nature  and  the 
physical  arts  of  life.  Many  other  causes  co-operate ;  and  that  very 
progress  and  unequal  distribution  of  physical  knowledge,  arc  partly  the 
effects,  as  well  as  partly  the  causes,  of  the  state  of  the  production  and  dis- 
tribution of  wealth. 

In  so  far  as  the  economical  condition  of  nations  turns  upon  the  state  of 
physical  knowledge,  it  is  a  subject  for  the  physical  sciences,  and  the  arts 
founded  on  them.  But  in  so  far  as  the  causes  are  moral  or  psychological, 
dependent  on  institutions  and  social  relations,  or  on  the  principles  oj 
Imman  nature,  their  investigation  belongs  not  to  physical,  but  to  moral 
and  social  science,  and  is  the  object  of  whal  is  called  Political  Economy. 
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The  pmduction  of  wealth  ;  tlie  extraction  of  llie  instrumenta  of  human 
subsistcnre  and  enjoyment  from  the  mniehals  of  the  globe,  is  evidenlly 
not  an  arbitrary  thing-.  It  has  iis  necessary  conditions.  Of  these,  some 
are  physical,  depending  on  the  properties  of  matter.  These  Foiiticat 
Economy  docs  not  invest  if^'ate,  but  assumes  ;  referring  for  proof  to  physical 
science  or  common  experience.  Combiniug^  with  these  facts  of  outward 
nature  other  trittbs  which  are  laws  of  human  nature,  it  attempts  to  trace 
the  secondai-y  or  derivative  laws,  by  which  the  production  of  weahh  is 
determined  ;  and  in  which  must  lie  the  explanation  of  the  diversities  of 
riches  and  poverty  in  the  present  and  past,  and  the  ground  of  whatever 
progress  in  wealth  is  reserved  for  the  future. 

Unlike  the  laws  of  Production,  those  of  Distribution  arc  partly  of  human 
institution  ;  since  the  manner  in  which  wealth  is  distributed  in  any  given 
society,  depends  on  the  statutes  or  usages  therein  prevaWnt.  But  though 
govemmenis  or  nations  can  in  some  measure  determine  what  institutions 
shall  be  established,  they  cannot  arbitrarily  determine  how  those  institu- 
tions shall  work.  The  conditions  on  which  the  power  they  possess  over 
the  distribution  of  wealth  is  dependent,  and  the  manner  in  which  the  dis- 
tribution is  affected  by  the  various  mades  of  conduct  which  society  may 
think  fit  to  adopt,  are  delertnined  by  laws  as  ti^id  us  those  of  Production 

The  laws  of  Production  and  Distribution,  and  some  of  the  practical 
consequences  deducible  from  them,  are  the  subject  of  the  following 
eatisc 
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BOOK  I.~ PRODUCTION. 


CHAPTER  L 

OP  rUE  REQUISITES  Of  fROCtlCTlON, 

5  t.  TirE  requisites  of  production  are  two :  labour,  and  appropriate 

tural  objects. 

Labour  is  either  bodily  or  mental  ;  or,  to  express  the  distinction  more 
comprehensively,  either  muscular  or  nervous  ;  and  it  is  necessary  to 
include  in  the  idea,  not  solely  the  e.\crtLon  itself,  but  all  feelings  of  a  dis- 
agreeable kind,  all  bodily  inconvenience  or  mental  annoyance,  connected 
with  the  employment  of  one's  thoughts,  or  muscles,  or  both,  in  a  particular 
occupation.  Of  the  other  requisite — appropriate  natural  objects — it  is  lo 
remarked,  that  some  objects  exist  or  grow  np  spontaneously,  of  a  kind 

lited  to  the  supply  of  human  wants.     There  arc  caves  and  hollow  trees 

pable  of  affording  shelter ;  fruit,  roots,  wild  honey,  and  other  natural 
proJucts,  on  which  human  life  can  be  supported  ;  but  even  here  a  con- 
siderable quantity  of  labour  is  generally  required,  not  for  the  purpose  of 
creating,  but  of  finding  and  appropriating  them.  In  al!  but  these  few  and 
(except  in  the  very  commencement  of  humnn  society)  unimportant  cases, 
the  objects  supplied  by  nature  are  only  instrumental  to  human  wants,  after 
having  undergone  some  degree  of  transformation  by  human  exertion. 
Even  the  wild  animals  of  the  forest  and  of  the  sea,  from  which  the  hunting 
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and  fishing  tribes  derive  their  sustenance— although  the  labour  of  whldi 
they  are  the  subject  is  chiefly  that  required  for  ajipropriattng  them— must 
yet,  before  they  are  used  as  food,  be  killed,  divided  into  fragments,  and 
subjected  in  almost  all  cases  to  some  process  of  cookery,  which  are  opera- 
tions requiring  a  certain  degree  of  human  labour.  The  amount  of  irans- 
formation  which  nalunil  substances  undergo  before  being  brought  into 
the  shape  in  which  they  are  directly  applied  to  human  use,  vanes  from 
this  or  it  still  less  dcfjree  of  alteration  in  ihe  nature  and  appearance  of  the 
object,  to  a  change  so  loial  that  no  trace  is  perceptible  of  the  original 
shape  and  structure.  There  is  little  resemblance  between  a  piece  of  a 
mineral  substance  found  in  the  ennh,  and  a  ploug-h,  an  axe,  or  a  saw. 
There  is  less  resemblance  between  porcelain  and  the  decomposing  granite 
of  which  it  is  made,  or  between  sand  mixed  with  sea-weed,  and  glass, 
The  dilTeronce  is  grentcr  still  between  the  fleece  of  a  sheep,  or  a  handful 
of  cotton  seedSf  and  a  web  of  muslin  or  broad  cloth  ;  and  the  sheep  and 
seeds  themselves  are  not  spontaneous  growths,  but  results  of  previous 
labour  and  care.  In  these  several  cases  the  ultimate  product  is  so 
extremely  dissimilar  to  the  substance  supplied  by  nature,  that  in  the 
custom  of  language  nature  is  represented  as  only  furnishing  materials. 

Nature,  however,  does  more  than  supply  materials  ;  she  also  supplies 
powers.  The  matter  of  the  globe  is  not  an  inert  recipient  of  forms  and 
properties  impressed  by  human  bands  ;  it  has  active  energies  by  which  it 
co-operates  with,  and  may  even  be  used  as  a  substitute  for,  labour.  In 
the  early  ages  men  converted  ihcircom  into  flour  by  pounding  it  between 
two  stones  ;  they  next  hit  on  a  contrivance  which  enabled  them,  by  turning 
a  handle,  to  make  one  of  the  stones  revolve  upon  the  other ;  and  this 
process,  a  little  improved,  is  still  the  common  practice  of  the  East  The 
muscular  exertion,  however,  which  it  required,  was  very  severe  and  ex- 
hausting, insomuch  that  it  was  often  selected  as  a  punishment  for  slaves 
who  had  offended  their  masters.  VVhen  the  time  came  at  which  the 
labour  and  sufferings  of  slaves  were  thought  worth  economiiing,  the 
greater  part  of  this  bodily  exertion  was  rendered  unnecessary,  by  con- 
triving that  the  upper  sione  should  be  made  to  revolve  upon  the  lower,  not 
by  human  strength,  but  by  the  force  of  the  wind  or  of  falling  water.  In 
this  case,  natural  agents,  the  wind  or  the  gravitation  of  the  water,  are 
made  to  do  a  portion  of  the  work  previously  done  by  labour. 

§  2.  Cases  like  this,  in  which  a  certain  amount  of  labour  has  been 
dispensed  with,  its  work  being  devolved  upon  some  natural  agent,  are 
apt  Co  suggest  an  erroneous  notion  of  the  comparative  functions  of  labcur 
and  natural  powers  ;  as  if  the  co-operation  of  those  powers  with  human 
industry  were  limited  to  the  cases  in  which  they  are  made  to  perfom 
what  would  otherwise  be  done  by  labour;  as  if,  in  the  case  of  things 
made  (as  the  phrase  is)  by  hand,  uasure  only  furnished  passive  malerials. 
This  is  an  illusion.  The  powers  of  nature  are  as  actively  operative  in  the 
one  case  as  in  the  other.  A  workman  takes  a  stalk  of  the  flax  or  hemp 
plant,  splits  it  into  separate  fibres,  twines  together  several  of  these  fibres 
with  his  fingers,  aidM  by  a  simple  instrument  called  a  spindle  ;  having 
thus  formed  athresd,  he  lays  many  such  threads  side  by  side,  and  placet 
other  similar  threads  directly  across  them,  so  that  each  passes  alternately 
over  and  under  those  which  are  at  right  angles  to  it ;  this  part  of  the 
process  being  facilitated  by  an  instrument  called  a  shuttle.  He  has  now 
produced  a  web  of  cloth,  either  linen  or  sackcloth,  according  to  the 
material.    He  is  said  to  have  done  this  by  hand,  no  natural  force  being  sup- 


iscd  to  have  .icted  in  concert  with  him.     But  by  what  force  is  each  step 

this  operation  rendered  possible,  and  the  web,  when  prcwliiced,  held 

getlier?     Is  it  noi  by  the  tenacity,  or  force  of  cohesion,  of  the  fibres  ? 

hich  is  one  of  the  forces  in  nature,  and  which  we  can  measure  exactly 

against  other  mechanical  forces,  ami  ascertain  how  much  of  any  of  ihein 

it  suffices  to  neutrahze  or  counterbalance. 

If  we  examine  any  other  case  of  what  is  called  the  action  of  man  upon 
nature,  wc  shall  find  in  like  manner  thai  the  powers  of  nature,  or  in  other 
words  the  properties  of  mailer,  do  all  the  work,  when  once  objects  are 
put  into  the  right  position.     Tliis  one  operation,  of  puuitig  things  into  fit 
places  for  being  acted  upon  by  their  own  internal  forces,  and  by  those 
residing  in  other  natural  objects,  is  all  tliat  man  does,  or  can  do,  with 
matter.     He  only  moves  one  thing  to  or  from  another.     He  moves  a  seed 
into  the  ground  ;  and  the  natural  forces  of  vegetation  produce  in  succes- 
sion a  root,  a  stem,  leaves,  flowers  and  fruit.    He  moves  an  axe  tlirough 
a  tree,  and  it  fails  by  the  natural  force  of  gravitation  ;  he  moves  a  saw 
through  it,  in  a  particular  manner,  and  the  physical  properties  by  which  a 
^.softer  substance  gives  way  before  a  harder,  make  it  separate  into  planks, 
^Bwhicb  he  arranges  in  certain  positions,  with  some  adhesive  maiier  be- 
^Rtvecn  them,  and  produces  a  table  or  a  house.     He  moves  a  spark  to  fuel, 
^^find  it  igniics,  and  by  the  force  of  combustion  it  cooks  the  food,  melts  or 
^^Boftens  the  iron,  converts  into  beer  or  sugar  the  malt  or  cane  juice,  which 
he  has  pre\-iously  moved  to  the  spot.     He  has  no  other  means  of  acting 
on  matter  than  by  moving  it.     Motion,  and  resistance  to  motion,  are  the 
only  things  which  his  muscles  are  constructed  for.     By  muscular  contrac- 
.     tion  he  can  create  a  pressure  on  an  outward  object,  which,  if  sufficiendy 
powerful,  will  set  it  in  motion,  or  if  it  be  already  mo\-ing,  will  check  or 

.• modify  or  altogether  arrest  its  motion,  and  he  can  do  no  more.     But  this 

^U|  enough  to  have  given  him  all  the  command  which  mankind  have 
^^tcquircd  over  natural  forces  immeasurably  more  powerful  than  themselves; 
^^a  command  which,  great  as  it  is  already,  is  without  doubt  destined  to 
become  indefinitely  greater.  He  exerts  this  power  either  by  avsihng 
himself  of  natural  forces  in  existence,  or  by  arranging  objects  in  those 
mixtures  and  combinations  by  which  natural  forces  are  generated  ;  as 
when  by  putting  a  lighted  match  to  fuel,  and  watei'  into  a  boiler  over  it, 
he  generates  the  expansive  force  of  steam,  a  power  which  has  been  made 
so  largely  available  for  the  attainment  of  human  purposes. 

Labour,  then,  in  the  physical  world,  is  always  and  solely  employed  in 
putting  obiecls  in  motion  ;  the  properties  of  matter,  the  laws  of  nature,  do 
the  resL     The  skill  and  ingenuity  of  human  beings  are  chiefly  e\erciaed 

I  in  discovering  movements,  practicable  by  (heir  powers,  and  capable  of 
liinging  about  the  effects  which  they  desire.    But,  while  movement  is  the 
biy  effect  which  man  can   immediately  and  directly  produce  by  his 
■uscles,  it  is  not  necessary  that  he  should  produce  directly  by  them 
■I  ihe  movements  which  he  requires.    The  first  and  most  obvious  substi- 
tute is  the  muscular  action  of  cattle  :  by  degrees  he  inake5  the  powers  of 
t inanimate  nature  aid  him  in  this  too,  as  by  making  the  wind,  or  water, 
ings  already  in  motion,  communicate  a  part  of  their  motion  to  the 
liccls,  which  before  that  invention  he  made  revolve  by  muscular  force, 
e  extorts  this  service  from  the  powers  of  wind  and  water  by  a  set  of 
lions,  consisting  like  the  former  in  moving  certain  objects  into  certain 
sitions  in  which  they  constitute  what  is  lemied  a  machine;   but  the 
muscular  action  necessary  for  this  is  not  constantly  renewed,  but  performed 
iCe  for  all,  and  there  is  on  the  whole  a  great  economy  of  labour. 
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§  3.  Some  wriccrs  have  raised  the  question,  whether  nature  eives  more 
assistance  to  labour  in  one  kind  of  industry  or  in  another ;  and  have  said 
that  in  some  occupations  labour  does  most,  in  others  nature  most.  In 
this,  however,  there  seems  much  confusion  of  ideas.  The  part  which 
nature  has  in  any  work  of  man  is  indefinite  and  incommensurable. 
It  is  impossible  to  decide  that  in  any  one  thing  nature  docs  more  than  in 
any  other.  One  cannot  even  say  that  labour  docs  less.  One  may  say 
that  less  labour  is  reauired  ;  but  if  that  which  is  required  is  absolutely 
indispensable,  the  result  is  just  as  much  the  product  of  labour  as  of  nature. 
When  two  conditic  ns  arc  equally  neccss-vy  for  producing  the  effect  at  all. 
It  is  useless  to  say  that  so  much  of  it  is  produced  by  one  and  so  much  by 
the  other  ;  it  is  like  attempting  to  decide  which  half  of  a  pair  of  scissors 
has  most  to  do  in  the  act  of  cutting  ;  or  which  of  the  factors  five  and  six 
contributes  most  to  the  production  of  thirty.  The  form  which  this  con- 
ceit usually  assumes  is  that  of  supposing  that  nature  lends  more  assistance 
to  human  endeavours  in  agriculture  than  in  manufactures.  Tliis  notion, 
held  by  the  French  Economistcs,  and  from  which  Adam  Smith  was  not 
free,  arose  from  a  misconception  of  the  nature  of  rent.  The  rent  of  land 
being  a  price  paid  for  a  natural  agency,  and  no  such  price  bc'mg  paid  in 
manufactures,  these  writers  imagined  that  since  a  price  was  paid,  it  was 
because  there  was  a  greater  amount  of  service  to  be  paid  for  :  whereas  a 
better  consideration  of  the  subject  would  have  shown  that  the  reason  why 
the  use  of  land  bears  a  pnce  is  simply  the  limitation  of  its  quantity,  and 
that  if  air,  heat,  electricity,  chemical  agencies,  and  the  other  powers  of 
nature  employed  by  manufacturers  were  sparingly  supplied,  and  could, 
like  land,  oc  engrossed  and  appropriated,  a  rent  could  be  exacted  for 
them  also. 

§  4.  This  leads  to  a  distinction  which  we  shall  find  to  be  of  primary 
iipporlance.  Of  natural  powers  some  are  unlimited,  others  limited  in 
quantity.  By  .in  unlimited  quantity  is,  of  course,  not  meant  literally,  but 
practically  unlimited — a  quantity  beyond  the  use  which  can  in  any,  or  at 
least  in  present  circumstances,  be  made  of  it.  Land  is,  in  some  newly- 
settled  countries,  practically  unlimited  in  quantity— there  is  more  than 
can  be  used  by  the  existing  population  of  the  country,  or  by  any  accession 
likely  to  be  made  to  it  for  generations  to  come.  But  even  there,  land 
favourably  situated  with  regard  to  markets  or  means  of  carriage,  is 
generally  limited  in  quantity :  there  is  not  so  much  of  it  as  persons 
would  gladly  occupy  and  cultivate,  or  otherwise  turn  to  use.  In  all 
old  countries,  land  capable  of  cultivation,  land  at  least  of  any  tolerable 
fertility,  must  be  ranked  among  agents  limited  in  quantity.  Water,  for 
ordinary  purposes,  on  the  banks  of  rivers  or  takes^  may  he  regarded  as  of 
unlimited  abundance  ;  but  if  required  for  irrigaiion,  it  m.iy  even  there  be 
insutScicnt  to  supply  all  wants,  while  in  places  which  depend  for  their  con- 
sumption on  cisterns  or  tanks,  or  on  we!ls  which  are  not  copious,  or  are 
liable  to  fail,  water  lakes  its  place  anionji  things  the  quantity  of  which  is 
most  sirictly  limited.  Where  water  itself  is  plentiful,  yel  water-power,  ?>., 
a  fall  of  water  applicable  by  its  mechanical  force  to  the  service  of  industry, 
may  be  exceedingly  limited,  compared  with  the  use  which  would  be  made 
of  it  if  It  were  more  abundant.  Coal,  metallic  ores,  and  other  useful  sub- 
stances found  in  the  earth,  are  still  more  limited  than  land.  They  are  not 
only  strictly  local,  but  exhaustible  ;  though,  at  a  given  place  and  time, 
they  may  exist  in  much  gieatcr  abundance  than  woulti  be  applied  to 
present  use  even  if  they  could  be  obtained  gratis.    Fisheries,  in  the  sea, 
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In  most  cases  a  gift  of  nature  practically  unlimited  in  amount ;  but 
the  Arctic  whale  fisheries  have  long  been  insuflicient  for  the  demand  which 
exists  even  at  the  vcrj'  considerable  price  necessary  to  defray  (he  cost 
of  appropriation  ;  and  the  immense  exlension  which  the  Southern  fisheries 
have  in  consequence  assumed  is  tending  to  exhaust  them  likewise.  River 
fisheries  are  a  natural  resource  of  a  very  limited  character,  and  would  be 
rapidly  exhausted  if  allowed  to  be  used  by  everyone  without  restraint. 
Air,  even  that  state  of  it  which  we  term  wind,  may,  in  most  situations,  be 
obtained  in  a  quantity  sufficient  for  every  possible  use ;  and  so  likewise, 
on  the  sea-coast  or  on  larg-e  riveis,  may  water-carriage,  ihoug^h  the 
wharfage  or  harbour-room  applicable  to  the  sea-vice  of  that  mode  of 
transport  is  in  many  situations  far  short  of  what  would  be  used  if  easily 
attainable. 

It  will  be  seen  hereafter  haw  much  of  the  economy  of  societ>'  depends 
on  the  limited  quantity  in  which  some  of  the  most  important  natural 
agents  exist,  and  more  particularly  land.  For  the  pres&nt  I  shall  only 
remark  that  so  long-  as  the  quantity  of  a  natural  agent  is  practically 
unlimited,  it  cannot,  unless  susceptible  of  artificial  monopoly,  bear  any 
value  in  the  market,  since  no  one  will  give  anything  for  what  can  be 
obtained  gratis.  Bui  as  soon  as  a  limitation  becomes  practically 
opiyative ;  as  soon  as  there  Js  not  so  much  of  the  thing  to  he  had, 
as  would  be  appropriated  and  used  if  it  could  be  obtained  for  asking  : 
the  owTicrship  or  use  of  the  natural  agent  acquires  an  exchangeable  value. 

When  more  water-power  is  wanted  in  a  particular  district,  than  there  are 
falls  of  water  to  supply  it,  persons  will  give  an  equivalent  for  the  use  of  a 
fall  of  water.  When  there  is  more  land  wanted  for  cultivation  than  a 
place  possesses,  or  than  it  possesses  of  a  certain  quality  and  certain 
advantages  of  situation,  land  of  that  quality  and  situation  may  be  sold 
T  a  price,  or  let  for  an  annual  rent.     This  subject  will  hereafter  be 

iiscussed  at  length  ;  but  it  is  often  useful  to  anticipate,  by  a  brief  sugges- 
tion, principles  and  deductions  which  we  have  not  yet  reached  the  place 
for  exhibiting  and  illustrating  fully. 


CHAPTER  IL 

OF  LABOUR  AS  AN  AGENT  OF  PRODUCTION. 

The  labour  which  terminates  in  the  production  of  an  article  fitted 

ST  some  human  use,  is  cilhcr-  employed  directly  about  the  thing,  or 

previous  operations  deaiintd  to  facilitate,  perhaps  essential   to  tbe 

ssibility  of,   the   subsequent   ones.      In   m.iking   breadv  for  example, 

ic  labour  employed  abuut  the  thing  ilsetf  is  that  of  the  baker  ;  but  the 

ibour  of  the  millei,  though  employed  directly  in  the  production  not 

>f  bread  but  of  flour,  is  er|ually  part  of  the  aggregate  sum  of  labour  by 

rhich  the  bread  is  produced  ;  as  is  also  the  labour  of  the  sower,  and 

[of  the  reaper.     Some  may  think  that  all  these  persons  ought  to  be  con- 

(sidcrcd  as  employing  tlicir  labour  directly  about  tlie  thing  :  the  com,  the 

lour,  and  the  bread  being  one  substance  in  three  dilTerent  states.     With- 

}ut  disputing  about  this  question  of  mere  language,  there  is  still  the  plough- 

lan,  who  prepared  the  ground  for  the  seed,  and  whose  labour  never  came 

contact  with  the  substance  in  any  of  its  states  ;  and  the  plough-maker, 

vbose  share  in  the  result  was  still  more  remote.    All  these  persons 
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ultimately  derive  the  remuneration  of  their  labour  frnm  tlie  bread,  or  Its 
price  :  the  plough-maker  as  much  as  the  rest ;  fur  since  ploufjlis  are 
of  no  use  cx<:epl  for  tilling^  the  soil,  no  one  would  make  or  use  ploughs 
for  any  other  reason  than  because  the  increased  returns  thereby  obtained 
from  the  ground  aftbrded  a  source  from  which  an  adequate  equivalent 
could  be  assigned  for  the  labour  of  the  plough-maker.  If  the  produce  is 
to  be  u-ied  or  consumed  in  the  furm  of  bread,  it  is  from  the  bread  that 
this  equivalent  must  come.  The  bread  must  suffice  to  remunerate  all 
these  labourers,  and  several  others ;  such  as  the  carpenters  and  brick- 
layers who  erected  the  farm-building's;  the  hedgers  and  ditchers  who 
made  the  fences  necessary  for  the  protection  of  the  crop  ;  the  miner  and 
smelter  who  extracted  or  prepared  the  iron  of  which  the  ploufih  and  other 
implements  were  made.  These,  however,  and  the  plough-maker,  do  not 
detjend  for  their  remuneration  upon  the  bread  made  from  the  produce  of 
a  single  harvest,  but  upon  that  made  from  the  produce  of  all  the  harvests 
which  are  successively  gathered  until  the  plough,  or  the  buildings  and 
fences,  are  worn  out.  We  must  add  yet  another  kind  of  labour ;  that  of 
transporting  the  produce  from  the  place  of  its  production  to  the  place  of 
its  destined  use:  the  labour  of  carr>-ing  the  com  to  market,  and  from 
market  to  the  miller's,  the  flour  from  the  miller's  to  the  baker's,  and  the 
bread  from  the  baker's  to  the  place  of  its  final  consumption.  This  labour 
is  sometimes  very  considerable ;  flour  is  transported  lo  England  from 
beyond  the  Atlantic,  corn  from  the  heart  of  Russia ;  and  in  addition  to 
the  labourers  immediately  employed,  the  waggoners  and  sailors,  there  are 
also  costly  instruments,  such  as  ships,  in  the  construction  of  which  much 
labour  has  been  expended :  that  labour,  however,  not  depending  for  its 
whole  remuneration  upon  the  bread,  but  for  a  part  only ;  ships  being 
usually,  during  the  course  of  their  existence,  employed  in  the  transport  of 
many  different  kinds  of  commodities. 

To  eiitimate,  therefore,  the  labour  of  which  any  given  commodity  is  the 
result,  is  far  from  a  simple  operation.  The  items  in  the  calculation  are 
very  numerous — as  it  may  seem  to  some  persons,  infinitely  so ;  for  if, 
as  a  part  of  the  labour  employed  in  making  bread,  we  count  the  labour  of 
the  blacksmith  who  made  the  plough,  why  not  also  (it  may  be  asked)  the 
labour  of  making  the  tools  used  by  the  blacksmith,  and  the  tools  used  in 
making  those  tools,  and  so  back  to  the  origin  of  things?  But  after 
mounting  one  or  two  steps  in  this  a5[:ending  scale,  we  come  into  a  region 
of  fractioiiiS  too  minute  for  calculation.  Suppose,  for  instance,  thai  the 
same  plough  will  last,  before  being  worn  out,  a  do2en  years.  Only  one- 
twelfth  of  the  labour  of  making  the  plough  must  be  placed  to  the  account 
of  each  year's  harvest.  A  twelfth  part  of  the  labour  of  making  a  plough 
is  an  appreciable  quantity.  But  the  same  set  of  tools,  perhaps,  suflice  to 
the  plough-maker  for  forging  a  hundred  ploughs,  which  serve  during  the 
twelve  years  of  their  existence  to  prepare  the  soil  of  a  hundred  different 
farms,  A  twelve-hundredth  part  of  the  labour  of  making  the  tools  is  as 
much,  therefore,  as  has  been  expended  in  procuring  one  year's  harvest  of 
a  single  farm  :  and  when  this  fraction  comes  to  be  further  apportioned 
among  the  various  sacks  of  com  and  loaves  of  bread,  it  is  seen  at  once 
that  such  quantities  are  not  worth  taking  into  the  account  for  any  practical 
purpose  connected  with  the  commodity.  It  is  true  that  if  the  tool-maker 
nad  not  laboured,  the  com  and  bread  never  would  have  been  produced  ; 
but  they  will  not  be  sold  a  tenth  part  of  a  farthing  dearer  in  consideration 
of  his  labour. 


2.  AnolTier  of  the  modes  in  which  labour  is  indirecdy  or  reimoiclj 
inslnimental  to  the  prodiiciion  of  a  thing  requires  particuhir  nolice  : 
namely,  when  \t  is  employed  in  producing  suhsisience,  lo  maintain  the 
labourers  while  they  are  engaged  in  the  production.  This  previous  em- 
ployment of  labour  is  an  indispensable  condilion  to  every  productive 
operation,  on  any  other  than  the  very  smallest  scale.  Except  the  labour 
of  the  hunier  and  fisher,  there  is  scarcely  any  kind  of  labour  to  which  the 
returns  are  immediate.  Productive  opcialions  require  to  be  continued  a 
certain  time  before  iheir  fruits  are  obtained.  Unless  the  labourer,  before 
commencing  his  work,  possesses  a  store  of  food,  or  can  obtain  access  to 
the  stores  of  some  one  else,  in  sufficient  quantity  to  maisttaln  bim  until 
the  production  is  completed,  he  can  undertake  no  labour  but  such  as  can 
be  carried  on  at  odd  intervals,  concurrently  with  the  pursuit  of  his  sub- 
sistence. He  cannot  obtain  food  itself  in  any  abundance,  for  every  mode 
of  so  obtaining  it  requires  that  there  be  already  food  in  store.  Agriculture 
only  brings  forth  food  after  the  lap^e  of  months  ;  and  though  the  labours 
of  the  agncuUurist  are  not  necessarily  continuous  duriny  the  whole  period, 
they  must  occupy  a  considerable  part  of  il.  Not  only  is  agriculture  impos- 
sible without  food  produced  in  advance,  but  there  must  be  a  very  great 
quantity  in  advance  to  enable  any  considerable  community  to  support 
itself  wholly  by  agriculture  A  counti")'  like  England  or  France  is  only 
able  to  carr>-  on  the  agriculture  of  the  present  year,  because  that  of  past 
years  has  provided,  in  those  countries  or  somewhere  else,  sufficient  lood 
10  support  their  agricultural  population  until  the  next  harvest.  They  are 
only  enabled  to  produce  so  many  other  things  besides  food  because  the 
food  which  was  in  store  at  the  close  of  the  last  harvest  suffices  to  main- 
tain not  only  the  agricultural  labourers,  but  a  large  industrious  population 
besides. 

The  labour  employed  in  producing  this  slock  of  subsistence  forms 
a  great  and  important  part  of  the  past  labour  which  has  been  necessary 
to  enable  present  labour  to  be  carried  on.  But  there  is  a  difference, 
requiring  particular  notice,  between  this  and  the  other  kinds  of  previous 
or  preparatory  labour.  The  miller,  the  reaper,  the  ploughman,  the 
plough-maker,  the  waggoner  and  waggon- maker,  even  the  sailor  and 
ship-builder  when  employed,  derive  their  remuneration  from  the  ultimate 
product — the  bread  made  from  the  corn  on  which  they  have  severally 
operated,  or  supplied  the  insticmcnts  for  operating.  The  labour  that 
produced  the  food  which  fed  all  these  labourers,  is  as  necessary  to  the 
ultimate  result,  the  bread  of  the  present  harvest,  as  any  of  those  other 
portions  of  labour ;  but  is  not,  like  them,  remunerated  from  it.  That 
previous  labour  has  received  its  remuneration  from  the  previous  food. 
In  order  lo  raise  any  prndvict,  there  are  needed  labour,  tools,  and 
materials,  and  food  to  feed  ihe  labourers.  But  the  tools  and  materials 
are  of  no  use  except  for  obtaining  the  product,  or  at  least  arc  to  be  applied 
to  no  other  use,  and  the  labour  of  their  construction  can  be  remunerated 
on!)?  from  the  product  when  obtained.  Tlie  food,  on  the  coutrar>',  is 
intrinsically  useful,  and  is  applied  lo  its  direct  use,  that  of  feeding  human 
beings.  The  laI.>our  expended  in  producing  the  food,  and  recompensed 
by  il,  needs  not  lo  be  remunerated  over  again  from  the  produce  of  the 
subsequent  labour  which  it  has  fed.  If  we  .suppose  that  the  same  body  of 
labourers  carried  on  a  manufacture,  and  grew  food  to  sustain  themselves 
while  doing  it,  they  have  had  for  their  trouble  the  food  and  the  manufac- 
tured article ;  but  if  Ihcy  also  grew  the  material  and  made  the  tools, 
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they  luive  hnd  nothing  for  that  trouble  but  the  manufutuKd  artlck 
alone. 

'I'tiF  cinim  lo  remuneration  founded  on  the  possession  of  food,  avail- 
able for  (lie  niaiiitciiatire  of  labourers,  is  of  another  kind  ;  remuneration 
for  abstinence,  nut  fur  labour.  If  a  person  has  a  store  of  food,  be  has  it 
in  hit  power  to  consume  it  hiinsctf  in  idleness,  or  in  feeding  others  to 
attend  on  lutn.or  to  fighi  for  hitn,or  to  sing  or  dance  for  hioL  If,  instead 
of  the»e  ihtnK*.  he  yives  it  to  productive  labourers  to  support  them 
during  their  wurlc,  he  can,  and  naturally  mIII,  claim  a  ren^uneraiion  fran 
the  produce,  fie  will  not  be  content  with  simple  repayment ;  if  he 
receives  merely  that,  he  is  only  in  the  same  situation  as  at  iirst,  and  his 
derived  no  arlvantn^e  from  deIa>Hng  to  apply  bis  savings  to  his  owft 
benefit  or  pleasure,  lie  will  look  for  souic  equivalent  for  this  for- 
bearance :  he  will  expect  his  advance  of  food  to  come  back  to  him  with 
an  inrreiise,  called,  in  ilie  langu.i^e  of  business,  a  profit :  and  the  hope  ot 
this  profit  will  gencially  hiivc  been  a  part  of  the  inducement  which  made 
him  accumulate  a  stock,  by  economiiing  in  his  own  consumption  :  or,  at 
any  rate,  which  made  him  forego  the  application  of  it,  when  accumulated, 
to  his  personal  case  or  satisfaction.  The  food  also  which  maintained 
oiher  workmen  while  producing  the  tools  or  materials,  must  have  been 
provided  in  advance  by  souie  one,  and  hp,  too,  must  have  his  profit  from 
lite  ullim.ite  product ;  but  there  is  this  ditference,  that  here  the  ultimate 
product  has  to  supply  not  only  the  profit,  but  also  the  remuneration  ol 
the  laljour.  The  loo'l-maker  (say  for  instance  the  pbugh-maker)  does 
not  indeed  usually  wait  for  his  payment  until  the  harv-est  is  reaped, ;  ibe 
fiiniicr  advances  it  to  him,  and  steps  into  his  place  by  becoming  the 
owner  of  the  plouj,'h.  Nevertheless,  U  is  from  the  hardest  that  the  pay- 
ment is  to  come  ;  since  ihc  farmer  would  not  undertake  this  outlay  unless 
he  expected  that  the  harvest  would  repay  him,  and  with  a  profit  too  on 
this  fresh  ntlvanx  ;  thai  is,  unless  the  harvest  would  yield,  besides  the 
remuneration  of  the  farm  labourers  (and  a  profit  for  advancing  it),  i 
siitficicni  residue  to  remunerate  ihc  pi ouph -maker's  labourers,  give  the 
plou({h-maker  a  profit,  and  a  profit  to  ilic  farmer  on  both. 

§  3.  From  these  considerations  it  appears,  that  in  an  enumeration  and 
clasbification  of  the  kiniils  of  imlustr>*  wnich  are  intended  for  the  indirect 
or  remote  furtherance  of  other  produc;ive  labour,  we  need  not  include 
tlie  labour  of  producing  subsistence  or  other  necessaries  of  life  to  be 
consumed  by  productive  labourers  ;  for  the  main  end  and  purpose  ol 
this  labour  is  the  subsistence  itself ;  and  though  the  possession  of  a  store 
of  it  enables  other  work  to  be  done,  this  is  but  an  incidental  consequence. 
The  remaining  modes  in  which  labour  is  indirecdy  instrumental  to  pro- 
duction, may  be  arranged  under  five  heads. 

First ;  Lahnur  employed  in  producing  materials,  on  which  induistry  is 
to  be  afterwards  employed.  "ITiis  is,  in  many  cases,  a  labour  of  mere 
appropriation  ;  exlractive  industry,  as  it  has  been  called.  The  labour 
of  the  miner,  for  example,  consists  of  operations  for  dtgfcing  out  of  the 
earth  substances  convertible  by  industry  into  various  articles  filled  for 
humnn  use.  Extractive  industry,  hower'er,  is  nnt  confined  to  the  extrac- 
tion of  mater als.  Coal,  for  instance,  is  employed,  not  only  in  the  pro- 
cesses of  industry,  but  in  directly  warming  human  beings.  When  so  used, 
it  is  not  a  material,  but  is  itself  the  ultimate  product  So,  also,  in  the  case 
of  a  mine  of  precious  stones.    These  are  lo  some  small  extent  employed 

*be  productive  arts,  as  diamonds  by  the  glass  cutter,  emery  and  comn- 
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dum  fot  polishing,  but  Iheir  principal  destination,  that  of  ornament,  is 
a  direct  use  ;  iliougli  tliey  coiniiionly  require,  before  being  so  used,  some 
process  of  manufacture,  which  may  perhaps  warrant  our  regarding  tliera 
as  materials.     Metallic  ores  of -ill  sorts  are  materials  merely. 

Under  the  head,  production  of  materials,  we  must  include  tlie  in- 
dustry of  the  wood-cuitcr,  when  employed  in  cutting  and  preparinp  timber 
for  building,  or  wood  for  llie  purposes  of  the  carpenter's  or  any  oiher  art 
In  the  forests  of  America,  Norway,  Germany,  the  Pyrenees  and  Alps,  this 
sort  of  Ijibour  is  largely  employed  on  trees  of  spontaneous  growth.  In 
other  cases,  we  must  add  to  the  labour  of  the  wood-cutter  that  of  the 
planter  and  cultivator. 

Under  the  same  head  are  also  comprised  ihe  labours  of  the  agricul- 
turist in  growing  flax,  hemp,  cotton,  feeding  silkworms,  raising  food  for 
cattle,  producing  bark,  dye-stuffs,  oleaginous  plants,  and  many  other 
things  only  useful  because  required  in  other  departments  of  industr)*. 
So,  too,  the  labour  of  ihe  hunter,  as  far  as  his  object  is  furs  or  feathers  ; 
of  the  shepherd  and  the  caule  breeder,  in  respet:t  of  wool,  hides,  horn, 
bristles,  horse-hair,  and  the  like.  The  things  used  as  materials  in  some 
process  or  other  of  manufacture  are  of  a  most  miscellaneous  character, 
drawn  from  almost  every  quarter  of  the  animal,  vegetable,  and  mineral 
kingdoms.  And  besides  this,  the  fmished  products  of  many  branches 
of  industry  are  the  materials  of  others.  The  thread  produced  by  the 
spinner  is  applied  to  hardly  any  use  except  as  materi.-il  for  the  weaver. 
Even  the  product  of  the  loom  is  chiefly  used  as  material  for  the  fabricators 
of  arricles  of  dress  or  furniture,  or  of  further  instruments  of  productive 
industrv',  as  in  the  case  of  tlie  satl-makcr.  The  currier  and  tanner  find 
their  whole  occupation  in  converting  raw  material  into  what  may  be 
termed  prepared  material.  In  strictness  of  speech,  almost  all  food,  as 
It  comes  from  the  hands  nf  the  agriculturist,  is  nothing  more  than  material 
for  the  occupation  of  the  baker  or  the  cook. 

5  4.  Tlie  second  kind  of  indirect  labour  is  that  employed  in  making 
tools  or  implements  for  the  assistance  of  labour.  I  use  these  terms  in 
their  most  comprehensive  sense,  embracing  al!  permanent  instruments  or 
helps  10  production,  from  a  flint  and  a  piece  of  steel  for  striking  a  light, 
to  a  steamship,  or  the  most  complex  apparatus  of  manufacturing  machinery-. 
There  ^ay  be  some  hesitation  where  to  draw  the  line  between  imple* 
oicnts  and  matertnls  ;  and  some  things  used  in  production  (such  as  fuel) 
would  scarcely  in  common  language  be  called  by  either  name,  popular 
ihraseology  being  shaped  out  by  a  different  class  of  necessities  from 
Sosc  of  scientific  exposition.  To  avoid  a  multiplication  ol  classes  and 
_  ominations  answering  to  distinctions  of  no  scientific  importance, 
political  economists  ^'cnerally  include  all  things  which  are  used  as  im- 
nutiiaie  means  of  production  (the  means  which  are  not  immediate  will 
considered  presently)  either  in  the  class  of  implements  or  in  that  of 
lerials.  Perhaps  the  line  is  most  usually  and  most  conveniently  drawn, 
considering  as  a  material  every  instrument  of  production  which  can 
y  be  used  once,  being  destroyed  (at  least  as  an  instrument  for  the 
rposc  in  hand)  by  a  sinjilc  employment.  Tlius  fuel,  once  burnt,  cannot 
attain  used  as  fuol  ;  what  can  be  so  used  is  only  any  portion  which  has 
ained  unbumt  the  fiisr  time.  And  not  only  it  cannot  be  used  without 
;ing  consumed,  but  it  is  only  useful  by  being  consumed  ;  for  if  no  part 
the  fuel  were  destroyed,  no  heat  would  be  generated.  A  fleece,  again, 
deployed  as  a  fleece  by  being  spun  into  thread  ;  and  the  thread 
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lere  are  many  modes  in  which  labour  ls  still  move  directly  appLied  to 
the  protection  of  productive  operations.  The  herdsman  has  little  other 
occupation  than  lo  protect  the  cattle  from  harm :  the  positive  agencies 
concerned  in  the  realization  of  the  product,  go  on  ne.iriy  of  themselves. 
I  have  already  mentioned  the  labour  of  the  hedger  and  ditcher,  of  the 
builder  of  wall?  or  dykes.  To  these  must  be  added  that  of  tlie  snldier,  the 
policematt,  and  the  judge.  These  functionaries  are  not  indeed  employed 
exclusively  in  the  protection  of  industry,  nor  does  their  payment  con- 
stitute, lo  the  individual  producer,  a  part  of  the  expenses  of  production. 
But  they  are  paid  from  die  taxes,  which  are  derived  from  the  produce  of 
industry;  and  in  any  tolerably  governed  counlry  they  render  to  its 
operations  a  service  far  more  than  equivalent  to  the  cost.  To  socictj'  at 
larg^e  they  are  therefore  part  of  the  expenses  of  production  ;  and  if  the 
Teliirns  to  production  were  not  sufficient  to  maintain  these  labourers  in 
addition  to  aJ!  the  others  required,  production,  at  least  in  that  form  and 
manner,  could  not  lake  place.  Besides,  if  the  protection  which  the 
government  affords  to  the  operations  of  industry  were  not  afforded,  the 
producers  would  be  under  a  necessity  of  either  witbdrawing  a  large  share 
of  their  time  and  labour  from  production,  to  employ  it  in  defence  ;  or  of 
engaging"  armtd  men  to  defend  them  ;  all  which  labour,  in  that  case, 
mum  be  directly  remunerated  from  the  produce  ;  and  things  which  would 
not  pay  for  this  additional  labour,  would  not  be  produced.  Under  the 
present  arrangements,  the  product  pays  its  quota  towards  the  same 
protection,  and  notwithstanding  the  waste  and  prodigality  incident  to 
government  expendilure,  obtains  it  of  better  quality  at  a  much  smaller 
cost 

§  6.  Fourthly  ;  There  is  a  very  great  amount  of  labour  employed,  not 
in  bringing  the  product  into  existence,  but  in  rendering  it,  when  in  existence, 
accessible  to  those  for  whose  use  it  is  intended.  Many  important  classes 
of  labourers  find  their  sole  employment  in  some  function  of  this  kind. 
There  is  first  the  whole  class  of  carriers,  by  land  or  water  ;  muleteers, 
waggoners,  bargemen,  sailors,  wharfmen,  coalheavers,  porters,  railway 
establishments,  and  the  like-  Next,  there  are  the  constructors  of  all  the 
implements  of  transport  :  ships,  barges,  carls,  locomotives,  etc.,  to  which 
must  be  added  roads,  canals,  and  railways.  Roads  are  sometimes  made 
by  the  government,  and  opened  gratuitously  to  the  public  ;  bm  the  labour 
^  making  them  is  not  the  less  paid  for  from  the  produce.  Each  producer, 
paying  his  quota  of  the  taxes  levied  generally  for  the  construction  of 
ids,  pays  for  the  use  of  those  which  conduce  lo  his  convenience  ;  and 
ladc  with  any  tolerable  judgment,  they  increase  the  returns  to  his 
idustr)'  by  far  more  than  an  equivalent  amount. 
Ani^ther  numerous  class  of  labourers  employed  in  rendering  the  things 
roduced  accessible  to  their  intended  consumers,  is  the  class  of  dealers 
traders,  or,  as  they  may  be  termed,  distributors.  There  would  be  a 
:at  waste  of  time  and  trouble,  and  an  inconvenience  often  amounting 
impracticability,  if  consumers  couid  only  obtain  the  articJes  they  want 
treating  directly  with  the  producers.  Both  producers  and  consumers 
too  much  scattered,  and  the  latter  often  at  too  great  a  distance  from 
former.  To  diminish  this  loss  of  time  and  labour,  the  contrivance  of 
lirs  and  markets  was  early  had  recourse  to,  where  consumers  and  pro- 
fucers  might  periodically  meet,  without  any  intermediate  agency;  and 
plan  answers  tolerably  well  for  many  articles,  especially  agricultural 
luce,  agriculturists  having  at  some  seasons  a  ccrtam  quantity  of  spare 
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¥-■  .  ilie  supply  of  these  wants  fell  universally  into  the 

tt  .  '  ile.vlcnt  ;  the  pedlar,  who  might  appear  once  a  month, 

!•■  ■  ■' ihe  l-iiT,  which  only  returned  once  a  year.     In  countiy 

illftUKi4,  iciiwio  froin  towns  or  Lrge  villages,  the  industry  of  the  pedlar  is 
nnl  ytt  wholly  lupanfileil.  llui  a  dealer  who  has  a  fixed  atrade  and  kxtd 
cuiitimets  i«  so  much  mora  to  be  dependctl  on,  that  consumers  prefer  re- 
Mtrtiiiif  Id  him  if  he  li  conveniently  accessible  ;  and  dealers  therefore  find 
ll<  '  '  '  iMH*  )>i  r»labli»hing  themselves  in  every  locality  where  then 
•('  I  i.itn«<imi*rs  near  at  hand  to  afford  them  a  remuneratioa 

t  — ■:   ihp   priKliicrrs  and  dealers  are  the  same   persons,  at 
I'  iiH-mhip  of  the  funds  and  the  control  of  the  operations. 

I  '  i .  .1 1  n'pnakor,  the  liaker,  and  many  other  tradesmen,  are  the 
1"                '•(  ihn  HilK'Irs  thry  deal  in,  so  far  as  regards  the  last  stage  in 

II  I'm.  "I'hts  union,  however,  of  the  funcuons  of  manufacturer 
f  .  la  nnlv  Chpedicnt  when  the  article  can  advantageously  be 
(■  I  »ii«4r  liift  \>lftce  convenient  for  retailing  it,  and  is,  besides, 
I-                   '  I  itiid  Kolil  in  small  parcek.     When  things  have  to  be  brought 

''  ,■  r,  ilin  ■nine  ncnion  cannot  cfiectualiy  siipei  intend  both  the 

!    I      "  ullintC  of  them  :  when  they  ate  best  and  most  cheaply 

>     Miile,  a  single   manufactory  requires   so   many   local 

,  '»,,fit(f  il>  •iipjily,  that  the  retailing  is  most  convenicnily 

•Mii'ihnr  uKency  ;  and  even  shoes  and  coats,  when  tbcyarc  to 

.    :  iiga  ([unntitics  at  once,  as  for  the  supply  of  a  regimen'. 

■ ,  arB  uiually  obtained  not  directly  from  the  producers. 

Iiato  dealers,  who  make  it  their  business  to  ascertain 

'  rtt  ilicy  tan  be  obtained  best  and  cbcapesL     Even 

Ipktiiicd  to  be  at  last  sold  by  retail,  convenience  soon 

'.v«  of  whuteiale  dealers.     When  products  and  transactions 

"I  li'^yond  a  certain  point ;  wlicn  one  manufactory  supplies 

I  <>iii?  khf>p  bus  often  to  obtain  goods  from  many  diaerent 

.  Urfti  01  time  and  trouble  both  to  the  manufacturers  and 

./  treating  directly  with  one  another,  makes  it  more  con- 

.   i»  treat  wilh  a  smaller  number  of  great  dealers  or 

Illy  buy  to  sell  again,  collecting  goods  from  the  variCHtf 

.tributing  them  to  the  retailers,  to  be  by  them  further 

■  the  consumers.     Of  these  various  elements  is  com- 

.  iiinit  Class,  whose  agency  is  supplementary  to  that  of 

>i« :  attd  the  produce  so  distributed,  or  its  price,  is  the 

:i  the  distributors  are  remunerated  for  their  personal 

jWwJ  toi  the  abstinence  whirh  enabled   ihem  to  advance  tht 

iar  the  busmcss  of  distribution. 

?clur«  DOW  completed  the  enumeration  of  the  modes  in  which 

tnuUrrcd  on  cxiemal  nature  is  subser^'icnt  to  production.     Bui 

Ywt  aMrfbef  mode  of  employing  labuur,  which  conduces  equally, 

MjJl  0KWC  remotely,  to  that   end  ;  this  is,  labour  of  which  the 

^  iMirry*  beings.    Every  human  being  has  been  brought  up  from 


ittfancy  at  the  expense  of  much  labour  to  some  person  or  persons,  and  if 
tliis  labour,  or  part  of  it,  lad  not  been  lie^iowed,  the  child  would  never 
have  aCtamed  the  age  and  slrcngih  which  enable  him  to  become  a 
labourer  in  his  ttim.  To  the  comnmnity  at  large,  the  labour  and  expense 
of  rearing  its  infant  population  forms  a  pan  of  the  ouilay  which  is  a 
condition  of  production,  and  is  to  be  replaced  with  increase  from  the 
future  produce  of  their  labour.  By  the  individual,  this  labour  and  expense 
are  usually  incurred  from  other  piotives  than  to  obtain  such  ullimaie 
return,  and,  for  most  purposes  of  political  economy,  need  not  be  taken 
into  account  as  expenses  of  production.  But  the  teclinical  or  industrial 
education  of  the  community  :  the  labour  employed  in  Icammg^  and  in 
teaching  the  arts  of  production,  in  acquiring'  and  communicating'  skill  in 
those  arts  ;  this  labour  is  really,  and  in  general  solely,  undergone  for  the 
sake  of  the  greater  or  more  valuable  produce  thereby  attained,  and  in 
order  that  a  remuneration,  equivalent  or  more  than  equivalent,  may  he 
reaped  by  the  learner,  besides  an  adequate  remnneration  for  the  labour  of 
the  teacher,  when  a  teacher  has  been  employed. 

As  the  labour  which  confers  productive  powers,  whether  of  hand  or  of 
head,  may  be  looked  upon  as  part  of  the  labour  by  which  society  accom- 
plishes its  productive  operations,  or  in  other  words,  as  part  of  what  the 
produce  costs  to  society,  so  too  may  the  labour  employed  in  keeping  up 

Croductive  powers  ;  in  preventing  them  from  being  destroyed  or  weakened 
y  accident  or  disease.  The  labour  of  a  physician  or  surgeon,  when 
made  use  of  by  persons  engaged  in  industry,  muse  be  regarded  in  the 
economy  of  society  as  a  sacrifice  incurred,  to  presene  from  perishing  by 
death  or  infirmity  that  portion  ofthe  productive  resources  of  society  which 
is  fixed  in  the  lives  and  bodily  or  mental  powers  of  its  productive 
members.  To  the  individuals,  indeed,  this  forms  but  a  part,  soniPlimes 
an  imperceptible  part,  of  the  motives  that  induce  them  to  submit  to 
medical  treatment  :  tt  is  not  principally  fiom  economical  motives  that 
persons  have  a  limb  amputated,  or  endeavour  to  be  cured  of  a  fever, 
although  when  they  do  so,  there  is  generally  sufficient  inducement  for  it 
even  on  that  score  alone.  Tbis  is,  therefore,  one  of  the  cases  of  labour 
and  outlay  which,  though  conducive  to  production,  yet  not  being  incurred 
for  that  end,  or  for  the  sake  of  the  returns  arising  from  it,  are  out  of  the 
sphere  of  most  of  the  general  propositions  which  political  economy  has 
occasion  to  assert  respecting  productive  labour  ;  though,  when  society 
and  not  the  individuals  are  considered,  this  labour  and  outlay  must  be 
regarded  as  part  of  the  advance  by  which  society  effects  its  productive 
operations,  and  for  which  it  is  indemniiied  by  tlie  produce. 

g  8.  Another  kind  of  labour,  usually  classed  as  mental,  but  conducing 
10  the  ultimate  product  as  direcdy,  though  not  so  immediately,  as  tnanual 
laboiir  itself,  is  the  labour  of  the  inventors  cf  industrial  processes.  I  say, 
usually  classed  as  mental,  because  in  reality  it  is  not  exclusively  so.  All 
human  exertion  is  compounded  of  some  mental  and  some  bodily  elements. 
The  stupidest  hodman,  who  repeats  from  day  to  day  the  mechanical  act 
of  climbing  a  ladder,  performs  a  function  partly  intellectual ;  the  most 
telligent  dog  or  elephant  probably  could  not  be  taught  to  do  It  :  the 
illest  human  being,  mstriicied  beforehand,  is  capable  of  luniing  a  mill ; 
ut  a  horse  cannot  turn  it  without  somebody  to  guide  and  walch  him.  On 
the  other  hand,  there  is  some  bodily  ingredient  in  the  labour  most  purely 
menial,  when  it  generates  any  external  result.  Newton  could  not  have 
produced  the  Principia  without  the  bodily  exertion  either  of  penmanship 
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III  AU'\i(hOriA,  into  tb«  mfwnka  of  Ar*  omvcs  ftmned  by  the  inte^ 

ioriluii  (if  A  ii'nn*  uttHkirt  mi4  k  comb.    N*  Vmk  can  be  set  to  the  im- 

I(iMhiiik-(i,  ffveit  in  n  ptiraly  ptodvctm  aad  tiigriai  point  of  «-ie«-,  of  mere 
liniiyhl.  Inainuu'h,  howe^-er,  is  these  muerial  ftui,  tboitRh  the  result, 
HID  Mililiiin  tlie  iliirrt  purpose  of  the  porsoits  of  savaBts,  nor  is  their  re- 
piiiiivitKliin  til  {.Titrint  ttrnveJ  from  raeiaanasnl  piodaction  which  may 
Mm  ifitiaiiil  lii(iilniiully.  ati^l  n>ost^  after  a  lon(  mtenal.  by  their  tlis- 
tdMiiDKt  I  till*  ttliiiitAtft  inilitence  aoes  not,  for  most  of  the  purposes  of 

(jdtirlnt  urimoiii)',  i'ri|iiiro  to  be  taken  into  coosideratioa  :  and  speculatK'e 
IllKliHra  lira  ifrncrntly  rl.'iissed  as  the  producer?  only  of  the  boolc^  or  other 
(»»«rftli|a  null  kiilpiihlo  iirliclcs,  which  directly  emanate  from  them.  But 
mU-"  ''•"  "I  iirilltk-nl  economy  one  should  always  be  prepared  to  do)  we 
*li.  Ill  ofvlrw,  unit  consider  not  individual  acts,  and  the  motives 

tr,  '  ,'  HIP  drirnninetl,  but  national  and  universnl  results,  intel- 

I.  II  niUKt  be  looked  upon  as  a  most  influential  part  of  the 

|,.  nr»orieiy,  and  the  portion  of  its  resources  employed  in 

II  rrmuneraiing  such  labour,  as  a  highly  productive  pan 

II);  Burvey  of  the  modes  of  employing  labour  in 
||,,  in,  I  have  made  lillleuse  of  (he  popular  distinction 

J  Itural,  manufacturing,  and  commercial.     For,   in 

til*  very  badly  the  purposes  of  a  classification. 
f  productive  industry  find  no  place  in  it,  or  not 
.  for  example  (not  to  speak  of  hunters  or  6shera) 
rcr,  and  the  sailor.  The  limit,  too,  between  apri- 
ring  industry  cannot  be  precisely  draft-n.     The 
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iniller,  for  Instance,  and  the  baker— are  they  to  be  reckoned  among  agri- 
culturists or  among  manufacturers  ?  Their  occup-ition  is  in  lis  nalure 
manufacturing  ;  the  food  has  finaJly  parted  company  with  the  soil  before 
it  is  handed  over  to  thetn  :  this,  however,  might  be  said  with  equal  truth 
of  the  thresher,  the  winnower,  the  makers  of  butter  and  cheese  ;  operations 
always  counted  as  ag^ricnltural,  probably  because  it  is  the  custom  for  them 
to  be  performed  by  persons  resident  on  the  farm,  and  under  the  same 
superintendence  as  tillage.  For  many  purposes,  all  these  persons,  the 
miller  and  baker  inclusive,  must  be  placed  in  the  same  class  with  plough- 
men and  reapers.  They  are  all  concerned  in  producing  food,  and  depend 
for  iheir  remuneration  on  the  food  produced  ;  where  the  one  class 
abounds  and  flourishes,  the  others  do  so  too  ;  they  form  collectively  the 
'  agricultura!  interest  :'  they  render  but  ore  service  to  the  community  by 
their  united  labours,  and  are  paid  from  one  common  source.  Even  the 
tillers  of  the  soil,  again,  when  the  produce  is  not  food,  but  the  materials 
of  what  are  commonly  termed  manufactrires,  belong  in  many  respects  to 
the  same  division  in  the  economy  of  society  as  manufacturers.  The 
cotton  planter  of  Carolina,  and  the  wool  grower  of  Australia,  have  more 
interests  ir  common  with  the  spinner  and  weaver  than  with  the  corn- 
grower.  But,  on  the  other  hand,  the  industry  which  operates  imme- 
diately upon  the  soil  has,  as  we  shall  see  hereafter,  some  properties  on 
which  many  important  consequences  depend,  and  which  distinguish  it 
from  all  the  subsequent  stages  of  production,  whether  carried  on  by  the 
same  person  or  not  ;  from  the  industry  of  the  thresher  and  winnower,  as 
much  as  from  that  of  the  cotton  spinner.  When  I  speak,  therefore,  of 
agricultural  labour,  I  shall  generally  mean  this,  and  this  exclusively, 
unless  the  contrary  is  either  stated  or  implied  in  the  context  The  term 
manufacturing  is  too  vague  to  be  of  much  use  when  precision  is  required, 
and  when  I  employ  it,  1  wish  to  be  understood  as  intending  to  speak 
jpularly  rather  than  scientifically. 


CHAPTER   III, 

OF  UNPRODUCTIVE  LABOUR. 


^popularly  ral 

^^ 

^™^  §  r.  Labour  is  indispensable  to  production,  but  has  not  always 
production  for  its  effect.  There  is  much  labour,  and  of  a  high  order 
of  usefulness,  of  which  production  is  not  the  object.  Labour  has  accord- 
ingly been  distinguished  into  Productive  and  Unproductive.  There  has 
been  not  a  little  controversy  among  political  economists  on  the  question, 
what  kinds  of  hibour  should  be  reputed  to  be  unproductive  ;  and  they 

J have  not  always  perceived  that  there  was  in  reality  no  matter  of  fact  in 

^■dispute  between  them. 

^^P    Many  writers  have  been  unwilling  to  class  any  labour  as  productiV'C, 

^Hmless  its  result  is  palpable  In  some  material  object,  capable  of  being 

^^feansfcrrcd  from  one  person  to  another.    There  are  others  (among  whom 

^^are  Mr.  M'CuIioch  and  M.  Say)  who,  looking  upon  the  word  unproductive 

as  a  term  of  disparagement,  lemonslrate  against  imposing  it  upon  any 

labour  which    is   regarded   as    useful — which    produces   a   benefit   or  a 

pleasure  worth  the  cost.     The  labour  of  officers  of  government,  of  the 

ormy    and   navy,  of  physicians,  lawyers,    teachers,    musicians,    dancers, 

actors,  domestic  servants,  etc.,  when  they  really  accompUsh  what  they  are 
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|iiil<l  for,  nnil  are  not  moie  numerous  ilwn  is  required  for  its  perfonnanct 
iHljihe  not,  %ay  iticH  wtitcn,  to  be  '  siigin.-Kij:cd "  as  unproductive,  an 
■iprv««lon  which  ihey  npiwar  to  regard  as  synonymous  wjth  wasteful  ot 
Wwi'liloii,  But  tlii»  »eenis  lo  mc  a  misunderstanding  of  the  maltet 
In  (Itip^ttc.  I'lTKltrviion  beinjj  the  sole  end  of  human  existence,  the  term 
Hn|mHliM'*lve  doM  not  necessarily  imply  any  stigma ;  nor  was  ever 
tiHAttdoil  lo  do  %o  in  the  present  cisc.  The  question  is  one  of  mere 
Uituuauit  unri  cUtsificAtion.  DiAerencesof  langoat'c,  however,  are  by  do 
iDHiiii*  titiiin|K)r(Ant,  even  when  not  grounded  on  ditTcrcnces  of  opinion  ; 
fni  lhi<ii){li  rilher  of  two  expressions  may  be  consistent  with  the  whole 

Inilh,  (1 1'v  tend  to  fix  attention  upon  different  parts  of  iL    We 

IttiKl  ill-  ■  I   I  a  little  into  the  consideration  of  the  various  meanings 

wltl*  li  iiiiir  <iiMi<  ii  lit  the  words  productive  and  unproductive  wlien  apphed 
in  litliiriir. 

Ill  lltP  nm  piftce,  even  in  what  is  called  the  production  of  material 

nil)*"  l»,  It  inu«t  lie  lentnuUered  that  what  is  produced  is  not  the  matter 

( frMi|i<i*liiK  Ihrnv     Atl  ihc  labour  of  all  the  human  beings  in  the  world 

tiMtllil  mil  |ti>*i|iiie  one  jwtrticle  of  inaitcr.     To  weave  bn>adcloth  is  but  to 

in  niitKiiic,  Id  It  iienilliu  manner,  the  particles  of  wool ;  to  grow  com  is 

itttl)'  H"  ptil  'I  pitiiVin  of  matter  called  a  seed,  into  a  situation  where  it  can 

iMHW  iM^fdlirf  [titnlddii  ol  matter  from  the  earth  and  atr,  to  fonu  the  new 

MiiHhiiKilliiii  I  itllrd  n  platit.    Though  we  cannot  create  matter,  we  can 

I  fiHi"  M  III  fi««iimv  iiropcciics,  by  which  from  having  been  useless  lo  us  it 

iiwllil,     W  liat  wr  jmnluce.  or  desire  to  produce,  is  always,  as  Kf. 

'     l((IV  Iflini  II,  ft  ittility.     l-ibour  is  not  creative  of  objects,  but  of 

titlitili<«,     Nfldhiir,    nuain,    do    «-e    consume    and  destroy    the    objecis 

|fiilti«>kiia  I  Ihe  mitltiM  of  which  they  «-ere  composed  renoains,  more  or 

n^ittllHiud  III  ftirm  ;  what  has  really  been  consumed  is  only  the  qualities 

«y  wlijt  1)  lltt»y  weitt  fitted  for  the  pur^^se  they  have  been  applied  to.    It 

in,  th«»|K|'H«,  pwiHitf^nily  nslcedby  M.  ^av  and  others— since,  when  wc  are 

■•(tit  III  iiiitdiiiN  iiliiectt,  vft  only  proiiuce  utility,  why  should  not  all 

UUtm  will'  Ii  imiitiiT*  utility  be  accounted  productive?    Why  refuse  that 

(MU  Ut  Ihn  «itti|i'(iti  viho  tets  » limb,  the  judge  or  legislator  who  confers 

■KiJOll^i  fiO'l  t|Htt  It  to  the  lapidary  who  cuts  and  polishes  a  diamont!? 

Witf  »Ui(^  M  in  lhi»  Ipflilirrfrom  whom  I  Icam  an  art  by  which  I  cin  gain 

tti'l  III  t  Mid  M  li>  the  ci^fectioner  who  makes  bonbons  for  ihe 

I   i»iiiit  ill  <i  witM  of  tnste? 

•  M|H  ihiil  nil  theie  kinds  of  labour  ar«  productive  of  utility; 

>■  <ii  »hlt  h  itiiw  occupies  us  could  not  liav'C  been  a  quosti:)[i3t 

1      liii  iHiU  uf  Utility  were  enough  to  satisfy  the  notion  which 

IMVH   ii«urtlly   fiMined   t*f  productive  labour.    Production,  and 

«    Hi«  lit  tiMIt*"  elltplftfll  exprtMions,  involving  the  idea  of  a 

'l tiliiM,  bill  ihi*   vvmi-thing,  in  common  apprehension,   1 

ii  Ito  Hill  mlHiyj  liul  W'eAlth.     l*roducti%-e  labour  means  labour 
Hi*  tkniiilh'      *^'*    '^'^   ivcallcd.  therefore,   to   the    question 

:(l(H„l  III  tiiir  ni«l  ihftpter.  what  Wealth  is,  and  whether  only 

LfhHi,  ,"■         ,|1  „»,.|\il  )m»dui:t».  art  to  be  included  in  It. 

mini  pnMKh«\l  by  labour  ore  of  three  kinds.    They 

)il|llllM   n««d   niitl   »Md>ivlied  in  ouiwvd  objects;   by  labour 

11       "NifiHml  mnlBiwU  things  with  properties  which 

Ml  liiimAn  btingi.    This  isihe  cctnmon  case,  and 

II  iiln«iiii»i"rii 
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Secondl/,  utilities  fixed  and  einbodied  in  buman  beings ;  the  labour 
being  in  this  case  employed  in  conferring"  on  human  beings  qualities 
which  render  ihem  serviceable  to  thcnnselves  and  others,  To  this  class 
belongs  ihc  labour  of  all  concerned  in  education  ;  not  only  schoolmaslei-s, 
lutois  and  professors,  but  governments,  so  far  as  tliey  aim  successfully  at 
the  impiovemenl  of  the  people  ;  moralists,  and  clergymen,  as  far  as 
productive  of  benefit  ;  the  labour  of  physicians,  as  far  as  instrumental  in 
preserving  life  and  phy&ical  or  mental  efficiency  ;  of  the  teachers  of 
bodily  exercises,  and  of  the  various  trades,  sciences,  and  arts,  together 
with  the  labour  of  the  learners  in  acquiring  ihem  ;  and  all  labour 
bestowed  by  any  persons,  ihrou^fhout  life,  in  improving  the  knowledge 
or  cultivating  the  bodily  or  meniaj  faculties  of  iheniseKes  or  others. 

Thirdly  and  lastly,  utilities  not  fixed  or  embodied  in  any  objecl, 
but  consisting  in  a  mere  service  rendered  ;  a  pleasure  fiven,  an  in- 
convenience or  a  pain  averted,  during  a  longer  or  shoner  time,  but  witB- 
out  leaving  a  permanent  acquisition  in  the  improved  qualities  of  any 
person  or  thing;  the  labour  being  employed  in  producing  a  utility 
directly,  not  (as  m  the  two  former  cases)  in  fitting  some  other  thing  to  afford 
a  utility.  Such,  for  example,  is  the  labour  of  the  musical  performer,  the 
actor,  the  public  declaimcr  or  reciter,  and  the  shonman.  Some  good 
may  no  doubt  be  prod u fed,,  beyond  the  moment,  upon  the  feeling  and 
disposition,  or  general  state  of  enjoyment  of  the  spectators  ;  or  instead  of 
good  there  may  be  hami  ;  but  neither  the  one  nor  the  other  is  the  effect 
intended,  is  the  result  for  which  the  exhibitor  works  and  the  spectator 
pays  ;  nothing  but  the  immediate  pleasure,  Sucli,  again,  is  the  labuur  of 
the  army  and  navy  :  they,  at  the  best,  prevent  a  couiitr>'  from  be'iig 
conquered,  or  from  being  injured  and  insulted,  which  is  a  service,  but  in 
all  other  respects  le;»ve  the  country  neither  improved  nor  deteriorated. 
Such,  tno,  is  the  labour  of  the  legislator,  the  judge,  the  officer  ofjustice,  and 
"I  other  agents  of  government,  in  their  ordinary  functions,  apart  from  any 
flnence  iney  may  exert  on  the  improvement  of  the  nalionaj  mind.  The 
'lervice  which  they  render,  is  to  maintain  peace  and  security  ;  these 
"  :ompose  the  utility  which  they  produce.  It  may  appear  to  some,  that 
earners,  and  merchaiUs  or  dealers,  should  be  placed  in  this  same  class, 
since  their  labour  does  not  add  any  properties  to  objects  :  but  I  reply  that 
it  does  ;  it  adds  the  property  of  bemg  in  the  place  where  Iney  are 
wanted,  instead  of  being  in  some  other  place  :  which  is  a  very  useful  pro- 
perty, and  the  utility  it  confers  is  embodied  in  the  things  themselves, 
which  nowacttiallyare  in  the  pKice  where  they  arc  required  for  use,  and 
in  consequence  of  that  increased  utility  could  be  sold  at  an  increased 

Erice,  proportioned  to  the  labour  expended  in  conferring  iL  This 
ibour,  therefore,  does  not  belong  to  the  third  class,  but  to  the  first. 
§  3-  We  have  now  to  consider  which  of  these  three  clashes  of  labour 
should  be  accounted  prodnciive  of  wealth,  since  that  is  what  the 
term  productive,  when  used  by  itself,  must  be  understood  to  import. 
Utilities  of  the  third  class,  consisting  in  pleasures  which  only  exist 
whde  being  enjoyed,  and  services  which  only  exist  while  being 
performed,  cannot  be  spoken  of  as  wealth,  except  by  an  acknowledged 
metaphor.  It  is  essentia!  to  the  idea  of  wealth  to  be  susceptible  of 
accumulation  :  things  which  casmct,  after  being  produced,  be  Kept  for 
some  time  before  being  used,  are  never,  I  think,  regarded  as  weahh, 
since  however  much  of  ihem  may  be  produced  and  enjoyed,  the  person 
benefited  by  them  is   no  richer,  is  nowise  improved  in  clic\uivsv%bcc%. 
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COmTniniity.  and  the  world  at  large,  richer  in  material  products,  but 
poorer  by  all  that  is  consumed  by  the  labourers  while  so  employed. 

All  labour  is,  in  the  language  of  political  economy,  unproductive,  which 
ends  in  immediaic  enjoyment,  without  any  increase  of  the  accumulated 
stock  of  permanent  means  of  enjoyment.  And  all  labour,  according'  to 
our  present  definition,  must  be  classed  as  unproductive,  which  terminates 
in  a  penmancni  benefit,  however  important,  provided  that  an  increase  of 
material  products  forms  no  part  of  that  benefit.  The  labour  of  saving  a 
friend's  life  is  not  productive,  unless  the  friend  is  a  productive  labourer, 
and  produces  more  than  he  consumes.  To  a  religious  person  the  saving 
of  a  soul  must  appear  a  far  more  important  service  than  the  saving  of  a 
life  ;  but  he  will  not  therefore  call  a  missionary  or  a  clergyman  productive 
labourers,  unless  they  teach,  as  the  South  Sea  Missionaries  have  in  some 
cases  done,  the  arts  of  civilisation  in  addiuon  to  the  doctrines  of  religion. 
It  is,  on  the  contrary,  evident  that  the  greater  number  of  missionaries  or 
clergymen  a  nation  maintains,  the  less  it  has  to  expend  on  other  things  ; 
while  the  more  it  expends  judiciously  in  keeping  agriculturists  and  manu- 
facturers at  work,  the  more  it  will  have  for  every  other  purpose.  By  the 
former  it  diminishes,  caieris  paribus^  its  stock  of  material  products  ;  by 
the  latter,  it  increases  ihem. 

Unproductive  may  be  as  useful  as  productive  labour;  it  may  be  more 
useful,  even  in  putnt  of  permanent  advantage  ;  or  its  use  may  consist  only 
in  pleasurable  sensation,  which  when  gone  leaves  no  trace  ;  or  it  may  not 
afford  even  this,  but  may  be  absoluie  waste.  In  any  case  society  or  man- 
kind grow  no  richer  by  it,  but  pooier.  All  material  products  consumed 
by  anyone  while  he  produces  nothing,  are  so  much  subtracted,  for 
the  time,  from  the  material  products  which  sociciy  would  otherwise  have 
possessed.  But  though  society  grows  no  richer  by  unproductive  labour, 
the  individual  may.  An  unproductive  labourer  may  receive  for  his  labour, 
from  those  who  derive  pleasure  or  benefit  from  it,  a  remuneration  which 
may  be  to  him  a  considerable  source  of  wealth  ;  but  his  gain  is  balanced 
by  their  loss  :  they  may  have  received  a  full  equivalent  for  their  expendi- 
ture, but  they  are  so  much  poorer  by  it.  When  a  tailor  makes  a  coat  and 
sells  it,  there  is  a  transfer  of  the  price  from  the  customer  to  the  tailor,  and 
a  coat  besides  which  did  not  previously  exist ;  but  what  is  gained  by  an 
actor  is  a  mere  transfer  from  the  spectator's  funds  to  his,  leaving  no 
article  of  wealth  for  the  spectator's  indemnification.  Tlius  the  community 
collectively  gains  nothing  by  the  actor's  labour;  and  it  loses,  of  bis 
receipts,  all  that  portion  which  he  consumes,  retaining  only  that  which  he 
lays  oy.  A  community,  however,  may  add  to  its  wealth  by  unproductive 
labour,  at  the  expense  of  other  communities,  as  an  individual  may  at  the 
expense  of  other  individuals.  The  gains  of  Italian  opera  singers,  German 
governesses,  French  ballet  danccns,  etc.,  are  a  source  of  wealtli,  aa  far  as 
they  go,  to  their  respective  countries,  if  they  return  thither.  The  petty 
states  of  Greece,  especially  the  ruder  and  more  backward  of  those  states, 
were  nurseries  of  soldiers,  who  hired  themselves  to  the  princes  and 
satraps  of  the  East  to  carry  on  useless  and  destructive  wars,  and  retitrned 
with  their  savings  to  pass  (heir  declining  years  in  their  own  country  : 
ibese  were  unproductive  labourers,  and  the  pay  they  received,  together 
with  the  plunder  they  took,  was  an  outlay  without  return  to  the  countries 
which  furnished  it;  but,  though  no  gain  to  the  world,  itwasa^ain  to 
Greece.  At  a  later  period  the  same  country  and  its  colonies  supplied  the 
Rotnan  empire  with  another  class  of  adventurers,  who,  under  the  name  ol 
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phUnsophers  or  of  rhetoricians,  taught,  tu  the  youth  of  the  higher  classes, 
what  were  esteemed  the  most  valuable  accomplishments  :  these  were 
mainly  unproductive  labourers,  but  their  ample  recompense  was  a  source 
of  wealth  to  ihcir  own  country.  In  none  of  these  cases  was  there  any 
accession  of  wealrh  to  the  world.  The  services  of  the  labourcre,  if  useful, 
were  obtained  at  a  sacrifice  to  the  world  of  a  [wnion  of  material  wealth; 
if  useless,  all  that  these  labourers  consumed  was  waste. 

To  be  wasted,  however,  is  a  liability  not  confined  to  unproductive 
labour.  Productive  labour  may  equally  be  waste,  if  more  of  it  is  e-\i>cndcd 
than  really  conduces  to  production.  If  defect  of  skill  in  labourers,  or  ol 
judgment  in  those  who  direct  them,  causes  a  misapplication  of  produclt^'C 
industry  ;  if  a  farmer  perseveres  in  ploughing  with  three  horses  and  two 
men,  when  experience  has  shown  that  two  horses  and  one  man  arc  suffi- 
cient, the  surplus  labour,  akhou(,'h  employed  for  purposes  of  production, 
is  wasted.  If  a  new  process  is  adopted  which  proves  no  better,  or  not  so 
good  as  tht>5C  before  in  use,  the  labour  expended  in  perfectins  the  inven* 
tion  and  in  carrying  it  into  practice,  thougli  employed  for  a  producii\*e 
purpose,  is  wasted.  Productive  labour  may  render  a  nation  poorer,  if  the 
wealth  it  produces,  that  is,  the  increase  it  makes  in  the  stock  of  useful  or 
agreeable  things,  be  of  a  kind  not  immediately  wanted  :  as  when  a  com- 
modity is  unsaleable,  because  produced  in  a  Quantity  beyond  the  present 
demand  ;  or  whco  speculators  build  docks  and  warehouses  before  there  is 
any  trade.  The  bankrupt  stales  of  North  America,  with  ihcir  premature 
railways  and  canals,  h.ive  made  this  kind  of  mistake  ;  and  it  remains  lo 
be  shown  whether  England,  in  the  disproponionatc  development  of  rail- 
way enterprise,  has  not  fullnwcd  the  example.  Labour  sunk  m  expectation 
of  a  distant  return,  when  the  great  exigencies  or  limited  resources  of  ihe 
community  require  that  the  return  be  rapid,  may  leave  the  country  not 
only  poorer  in  the  meanwhile,  by  all  which  those  labourers  consume,  but 
less  rich  even  ultimaiely  than  if  immediate  returns  had  been  sought  in  the 
first  instance,  and  enterprises  for  distant  profil  postponed. 

5  5,  The  distinction  of  Productive  and  Unproductive  is  applicable  to 
Consumption  as  well  as  lo  Labour.  All  the  members  of  the  community 
arc  not  labourers,  but  all  are  consumers,  and  consume  cither  unproduc- 
lively  or  productively.  Whoever  contributes  nothing  directly  or  indirectly 
to  production,  is  an  unpryduclive  consumer.  The  only  productive  con- 
sumers are  productive  labourers  ;  the  labour  of  direction  being  of  course 
included,  as  well  as  that  of  execution.  Hut  the  consumption  even  of  pro- 
ductive labourers  is  not  all  of  it  Productive  Consumption.  There  is 
nnproductive  consumption  by  productive  consumers.  What  they  consume 
in  Keeping  up  or  improving  their  health,  strength,  and  capacities  of  work, 
or  in  raising  other  pruducllvc  Uihourers  to  succeed  them,  is  Productive 
Consumptinn.  But  consumption  on  pleasures  or  luxuries,  whether  by  the 
idle  or  by  the  industrious,  since  production  is  neither  its  object  nor  is  in 
any  way  advanced  by  it,  must  he  reckoned  Unproductive:  with  a  reserva- 
tion perhaps  of  a  certain  quantum  of  enjoyment  which  may  be  classed 
among  necessaries,  since  anvthinj^  short  of  it  would  not  be  consistent 
with  the  greatest  efficiency  of  labour.  That  alone  is  productive  consump- 
tion, which  goes  to  itiainlatn  and  increase  the  productive  powers  of  the 
community  ;  either  those  residing  "m  its  soil,  in  its  materials,  in  the 
number  and  cflkiency  of  its  instnunents  of  production,  or  in  its  people. 

There  are  numerous  products  which  may  be  said  not  to  admit  of  oeing 
consumed  otlierwise  than  unproduciively.    The  annual  consumption  of 
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gt>ld  lace,  pineapples,  or  champagne,  must  be  reckoned  unproductive, 
since  these  things  (,nve  no  assistance  to  production,  nor  any  support  to  life 
or  strength,  but  what  would  equally  be  given  by  things  mucli  less  costly. 
Hence  It  might  be  supposed  that  the  labour  employed  in  producing  them 
ought  not  to  be  le^'arded  as  productive,  in  the  sense  in  which  the  term  is 
understood  by  political  economists.  1  grant  that  no  labour  really  tends 
to  the  enrichment  of  society,  which  is  employed  in  producing  things  for 
the  use  of  unproductive  consuraets.  The  tailor  who  niakca  a  coat  for  a 
man  who  produces  nothing-,  is  a  productive  labourer,  but  in  a  few  weeks 
or  months  the  coat  13  worn  out,  while  the  wearer  has  not  produced  any- 
thing to  replace  it,  and  the  community  is  then  no  richer  by  the  labour  of 
the  tailor,  than  if  the  same  sum  had  been  paid  for  a  stall  at  the  opera. 
Nevertheless,  society  has  been  richer  by  the  labour  while  ihe  coat  lasted, 
that  is,  until  society,  through  one  of  its  unproductive  members,  chose  to 
consume  the  produce  of  the  labour  unp rod uc lively.  The  case  of  (.be  gold 
lace  or  the  pineapple  is  no  further  different,  than  that  they  are  still  further 
removed  than  the  coat  froin  the  character  of  necessaries.  These  things 
also  are  wealth  until  they  have  been  consumed. 

§  6.  We  see,  however,  by  this,  that  there  is  a  distinction,  more  important 
to  the  wealth  of  a  community  than  even  that  between  productive  and  un- 
productive labour  ;  the  distinction,  namely,  between  labour  for  the  supply 
of  productive,  and  for  the  supply  of  unproductive  consumption  ;  between 
labour  employed  in  keeping  up  or  in  adding  to  the  productive  resources 
of  the  country,  and  that  which  is  employed  tilherwise.  Of  the  produce  of 
the  country,  a  part  only  is  destined  to  be  consumed  productively  ;  the 
remainder  supplies  the  unproductive  consumption  of  producers,  and  the 
entire  consumption  of  the  i:nproduciivc  classes.  Suppose  that  the  pro- 
portion of  the  .innual  produce  applied  lo  the  first  pprposc  amounts  to 
half;  then  one-half  the  productive  labourers  of  the  country  are  all  that 
are  employed  in  the  operations  on  which  the  permanent  wealth  of  the 
country  depends.  The  oilier  half  arc  occupied  from  year  to  year  and 
froni  generation  to  generation  in  producing  things  which  are  consumed 
and  disappear  without  return  ;  and  whatever  this  half  consume  is  as  com- 
pletely lost,  .IS  to  any  permanent  efTcct  on  the  national  resources,  as  if  it 
were  consumed  un prod  actively.  Suppose  that  this  second  half  of  the 
"ibourlng  population  ceased  to  work,  and  that  the  government  or  their 
Irishes  maintained  them  in  idleness  far  a  whole  year:  the  first  half 

rotild  suffice  to  produce,  as  they  had  done  before,  their  own  necessaries 

Ind  the  necessaries  of  the  second  half,  and  to  keep  the  stock  of  materials 
and  implements  imdimintshed  :  the  unproductive  classes,  indeed,  would 
be  cither  starved  or  obliged  to  produce  their  own  subsistence,  and  the 

rhole  community  would  be  reduced  during  a  year  to  bare  necessaries  j 
jt  the  sources  of  production  would  be  unimpaired,  and  the  next  year 
lere  would  not  necessarily  be  a  smaller  produce  than  if  no  such  intcr\-al 
*  inactiviiy  had  occurred  ;  while  if  the  case  had  been  reversed,  if  the 

Irst  half  of  the  labourers  had  suspended  their  accustomed  occupations, 
id  the  second  half  had  cnnlinucd  theirs,  the  country  at  the  end  of  the 
ilvcmonth  would  have  been  entirely  impoverished. 
It  would  be  a  great  error  to  regret  the  larye  proportion  of  the  annual 

>roduce,  which  in  an  opulent  country  goes  lo  supply  unproductive  con- 
jmption.     It  would  be  to  lament  that  the  coninmnity  has  so  much  to 
ire  from  its  necessities,  for  its  pleasures  and  for  all  higher  uses.     This 

fortion  of  the  produce  is  the  fund  from  wliich  all  the  wants  of  the  com- 
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munity,  other  tlian  iliat  of  mere  living,  are  providert  for  \  tht  measure  ol 
its  means  of  enjoyment,  and  of  its  power  of  accomplishing  all  purposes 
not  produccLve.  That  so  great  a  surplus  should  be  available  for  such 
puqioscs,  and  that  it  should  be  applied  to  them,  is  a  subject  only  of  coa- 
gratulation.  The  things  to  be  re;i;retted,  and  to  be  remedied,  arc  the 
prodigious  inequality  with  which  this  surplus  is  distributed,  and  tlie  lar^e 
share  which  f;dls  to  the  lot  of  persons  who  render  no  e((uiv,ilent  service  in 
return  ;  topics  of  the  greatest  importance,  but  for  ihc  discussion  of  which, 
the  proper  place  is  in  another  division  of  our  inquiry. 


CHAPTER   IV. 

OF  CAPITAL. 

§  i.  It  has  been  seen  in  the  preceding  chapters  that,  besides  the  pritnaty 
and  universal  requisites  of  production,  labour  and  natural  ayents,  there  is 
another  requisite  wiihout  which  no  productive  operations,  beyond  the 
rude  and  scanty  beginnings  of  primitive  industry,  are  possible  :  namely, 
a  stock,  previously  accumulated^  of  the  products  of  former  labour.  This 
accumulated  stock  of  the  produce  of  labour  is  termed  Capital.  The 
function  of  Capital  in  production,  it  is  of  the  utmost  importance  thoroughly 
to  understand,  since  a  number  of  the  erroneous  notiurs  with  which  our 
subject  is  infested  originate  in  an  imperfect  and  confused  apprehension 
of  this  point. 

Capital,  by  persons  wholly  unused  to  reflect  on  the  subject,  is  supposed 
to  be  synonymous  with  money.  To  expose  this  misapprehension,  would 
be  to  repeat  what  has  been  said  in  the  introductory  chapter.  Money  is 
no  more  synonymous  with  capital  than  it  is  with  we-alth.  Money  cannot 
in  itself  perform  any  part  of  the  office  of  capital,  since  it  can  afford  no 
assistance  to  production.  To  do  this,  it  must  be  exchanged  for  other 
things  ;  and  anything,  which  is  susceptible  of  being  exchanged  for  other 
things,  is  capable  of  conlributtng  to  production  in  the  same  degree. 
What  capital  docs  for  produclion,  is  to  afford  the  shelter,  protection,  tools 
and  materials  which  the  work  rer[uires,  and  to  feed  and  otherwise  maintain 
the  labourers  during  the  process.  These  are  the  services  which  present 
labour  requires  from  past,  and  from  the  produce  of  past,  labour.  What- 
ever things  are  destined  for  this  use — destined  to  supply  productive  labour 
with  these  various  prerequisites— are  Capital. 

To  familiarize  ourselves  with  the  conception,  let  us  consider  what  is 
done  with  the  capital  invested  in  any  of  ihc  branches  of  business  which 
compoie  the  productive  industry  of  a  country.  A  manufacturer,  for 
example,  has  one  part  of  his  capital  in  the  form  of  buildings,  fitted  and 
destined  for  carrying  on  his  branch  of  manufacture.  Another  part  he  has 
in  the  form  of  machinery.  A  third  consists,  if  he  be  a  spmner,  of  raw 
cotton,  flax,  or  wool ;  if  a  weaver,  of  flaxen,  woollen,  silk,  or  cotton, 
thrc.id  ;  and  the  like,  according  to  the  n.iture  of  the  manufaciure.  Food 
and  clothing  for  his  operaiivfts,  i|  Is  not  the  custom  of  the  present  age 
that  he  should  directly  provide  ;  and  few  capitalists,  except  the  producers 
of  food  or  clothing,  have  any  portion,  worth  mentioning,  of  their  capital, 
in  that  shape.  Instead  of  this,  each  capitalist  has  money,  which  he  pays 
to  his  workpeople,  and  so  enables  them  to  supply  themselves  :  he  has  also 
fini&hcd  goods  In  his  warehouses,  by  the  sale  of  which  he  obtains  more 


ionty,  to  empToy  in  t!ie  same  mnnner,  as  well  as  to  replenisli  Iiis  stock 
of  materials,  and  to  replace  his  buildings  and  machinery  when  worn  out. 
His  money  and  finished  goods,  however,  are  not  wholly  capilal,  for  he 
does  not  wholly  devote  them  to  these  purposes  :  he  employs  a  part  of  the 
one,  and  of  the  proceeds  of  the  other,  in  supplying  his  personal  con- 
sumption and  that  of  his  family,  or  in  hiring  grooms  and  valets,  or  main- 
ta.iningf  hunters  and  hounds,  or  in  educating  his  cliildren,  or  in  paying 
taxes,  or  in  charily.  What  then  is  his  capital  ?  Precisely  that  part  of 
hit  possessions,  whatever  it  be,  which  he  designs  to  employ  in  carrying 
on  fresh  production.  It  is  of  no  consequence  that  a  part,  or  even  the 
whole  of  it,  is  in  a  form  in  which  it  cannot  directly  supply  the  wants  of 
labourers. 

Suppose,  for  instance,  that  our  capitalist  is  a  hardware  manufacturer, 
and  tf.at  his  slock  in  trade,  over  and  above  his  machinery,  consists  at 
present  wholly  in  iron  goods.  Iron  goods  cannot  feed  labourers.  Never- 
theless by  a  mere  change  of  the  destination  of  these  iron  goods,  he  can 
cause  labourers  to  be  fed.  Suppose  that  with  a  portion  of  the  proceeds 
he  intended  to  maintain  a  pack  of  hounds,  or  an  esiablishment  of  servants ; 
and  that  he  changes  his  intention,  and  employs  it  in  his  business,  paying- 
it  in  wages  to  additional  workpeople.  The^c  workpeople  are  enabled  to 
buy  and  consume  the  food  which  would  otherwise  have  been  consumed 
by  the  hounds  or  by  (he  servants  ;  and  thus  without  the  employer's 
having  seen  or  touched  one  panicle  of  the  food,  his  conduct  has  deter- 
mined that  so  much  more  of  the  food  existing  in  the  rotintry  has  been 
devoted  to  the  use  of  productive  labourers,  and  so  much  less  consumed 
in  a  manner  wholly  unproductive.  Now  vary  the  hypothesis,  and  suppose, 
that  wliat  is  thus  paid  in  wages  would  otherwise  have  been  laid  out  not 
in  feeding  servants  or  hounds  but  in  buying  plate  and  jewels  :  and  in 
order  to  render  the  effect  perceptible,  let  us  suppose  that  the  change  takes 
place  on  a  considerable  scale,  and  that  a  large  sum  is  diverted  from 
buying  plate  and  jewels  to  employing  productive  labourers,  whom  we 
shall  suppose  to  have  been  previously  like  the  Irish  peasantry,  only  half 
employed  and  half  fed.  'Ihe  labourers,  on  receiving  their  increased 
w.iges,  will  not  lay  them  out  in  plate  and  jewels,  but  in  food.  There  is 
not,  however,  additional  food  m  the  country  ;  nor  any  unproductive 
lalwurcrs  or  animals,  as  in  the  former  case,  whose  food  is  set  free  for 
productive  purposes.  Food  will  therefore  be  imported  if  possible  :  if  not 
possible,  the  liibourers  will  remain  for  a  season  on  their  short  allowance  : 
out  the  consequence  of  this  change  in  the  demand  for  commodities, 
occasioned  by  the  change  in  the  expenditure  of  capitalists  from  unpro- 
ductive to  productive,  is  that  next  year  more  food  will  be  produced,  and 
less  plate  and  jewellery.  So  that  again,  without  having  had  anything  to 
do  with  the  food  of  the  labourers  directly,  the  conversion  by  individuals 
of  a  portion  of  their  property,  no  matter  of  what  sort,  from  an  unpro- 
ductive destination  lo  a  productive,  has  had  the  effect  of  causing  more 
food  to  be  appropriated  lo  ihe  consumption  of  productive  labourers.  The 
distinction,  then,  between  Capital  and  Not-capital,  does  not  lie  in  the 
kind  of  commodities,  but  in  the  mind  of  the  capitalist — in  his  will  to 
employ  them  lor  one  purpose  rather  than  another  ;  and  all  property, 
'  "wcver  ill  adapted  in  itself  for  the  use  of  labourers,  is  a  part  of  capital, 
I  soon  as  it, or  the  value  to  be  received  from  it,  is  set  apart  for  productive 
Iployment.  Tl>e  sum  of  all  the  values  so  destined  by  their  respective 
ssessors,  composes  the  capital  of  the  country.    Whether  all  those  values 


are  in  a  cliape  directly  ap]»1icablc  to  productive  uses,  makes  no  difrerence> 
Once  appropriated  to  thai  end,  they  do  not  fail  to  find  n  way  of  trans- 
forming  themselves  intn  things  fitted  to  be  applied  to  it. 

g  2.  As  M-hatever  of  the  province  of  the  counti^'  is  devoted  to  produciion 
is  capital,  so,  conversely,  ttie  whole  of  the  capil.il  of  the  rountry  is  devoted 
to  production.  This  second  proposition,  however,  must  be  taken  wiib 
some  litmtatiuns  and  explanations.  Afand  may  be  seeking  for  productive 
employment,  and  find  none,  adapted  to  the  inclijiaiions  of  its  possessor; 
it  tiicn  is  capital  still,  bin  unemployed  c-ipilal.  Or  the  Mock  may  consist 
of  unsold  gooJs,  not  susccptiblr  of  direct  applicilion  to  productive  uses, 
and  not,  at  the  moment,  marketable  :*  these,  until  sold,  are  in  the  condition 
of  unemployed  capital.  Again,  artirtcial  or  accidental  circumstances  may 
render  it  necessary  to  possess  a  lar^xr  stock  in  advance,  that  is,  a  larger 
capital,  before  entering  an  production,  than  is  re(.|uircd  by  the  nature  of 
things.  Suppose  that  the  govei  nment  lays  a  tax  on  the  produciion  in  one 
of  its  earlier  stages,  as,  for  inslame,  by  taxing  the  material.  The  manu- 
facturer h;ts  to  advance  the  tns,  before  commencing  the  manufacture,  and 
is  therefore  under  a  necessity  of  having  a  larffer  accumulated  stock  than 
is  retjuired  for,  or  is  actually  employed  in,  the  production  which  he  carries 
on.  He  must  have  a  lar^^cr  capital,  to  maintain  the  same  quantity  of 
productive  labour  ;  or  (what  is  equivalent)  with  a  given  capital  he  main* 
ifltns  less  labour.  This  mode  of  levying  taxes,  therefore,  limits  un- 
necessarily the  industry  of  the  country  :  a  portion  of  the  fund  destined  by 
its  owners  for  production  being  diverted  from  its  purpose,  and  kept  in  a 
constant  si;ite  of  advance  to  the  government. 

For  another  example  ;  a  farmer  may  enter  on  his  farm  at  such  a  time 
of  the  year,  that  lie  may  be  required  to  pay  oue,  two,  or  even  three 
quarters'  rent  before  obtaining  any  return  from  the  produce.  This,  there- 
fore, he  is  compelled  to  pay  out  of  his  capital.  Now  rent,  when  paid  for 
the  l;ind  itself,  .ind  not  for  improvemeots  made  in  it  by  labour,  is  not  a 
[jrodiictive  expenditure,  It  is  nol  an  outlay  for  the  support  of  labour,  or 
for  the  provision  of  implements  or  materials  the  produce  of  labour  It  i« 
the  price  paid  for  the  use  of  an  appropriated  n.itural  agent.  That  natural 
agent  is  indeed  as  indispensable  {and  even  more  so)  as  any  implement : 
but  the  having  to  pay  a  price  for  it,  is  noL  In  the  case  of  the  implement 
(a  thing  produced  by  liibour)  a  price  of  some  sort  is  the  necessary  con- 
dition uf  its  existence  :  but  the  land  exists  by  nature.  The  payment  for 
it,  therefore,  is  not  one  of  the  expenses  of  production  ;  and  the  necessity 
of  making  that  payment  out  of  capita),  makes  it  r&piisite  that  there 
should  be  a  greater  capital,  a  greater  antecerirni  accumulation  of  the 
produce  of  past  labour,  than  is  naturally  necessary,  or  than  is  ncctded 
where  land  is  occupied  on  a  different  system.  'Jhis  extra  Citpilal,  though 
intended  by  its  owners  for  production,  is  in  reality  employed  unproduc- 
tively,  and  iinnually  replaced,  not  from  any  produce  of  its  own,  but  frora 
the  produce  of  the  labour  supported  by  the  remainder  of  the  fanner's 
capital. 

finally,  that  large  portion  of  the  productive  capital  of  a  country  which 
is  employed  in  paying  the  wages  and  salaries  of  labourers,  evidently  is 
not,  all  of  it,  strictly  and  indispensably  necessary  for  production.  As 
much  of  it  as  exceeds  the  actual  necessaries  cf  life  and  hcallh  fan  excess 
which  in  the  case  of  skilled  labourers  is  usually  considciable)  is  not 
expended  in  supporting  labour,  but  in  remunerating  it,  and  the  labourers 
could  wait  for  this  part  of  their  remuneration  until  the  production  is 
oinplcled  ;    it  needs  nol  necessarily  pre-exist  as  capital :    and  if  they 
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wrfoTtunately  had  to  forcg-o  it  altogether,  the  same  amount  of  production 
might  take  place.  In  order  thai  the  whole  remuneration  of  the  labourers 
should  be  advanced  to  them  in  daily  or  weekly  payments,  there  must 
exist  in  advance,  and  be  appropriated  to  productive  use,  a  greater  stock, 
or  capital,  Chan  would  suffice  to  carry  on  the  existing  extent  of  produc- 
tion :  greater,  by  whatever  amount  of  remuneration  the  labourers  receive, 
beyond  what  the  self-interest  of  a  prudent  slave-master  would  assign  to 
his  slaves.  Jn  tniih,  it  is  only  after  an  abundant  capital  had  already 
been  accumulated,  that  the  practice  of  paying  in  advance  any  remunera- 
tion of  labour  beyond  a  bate  subsistence,  could  possibly  have  arisen  : 
since  whatever  is  so  paid,  is  not  really  applied  to  production,  but  to  the 
unproductive  consumption  of  productive  labourers,  indicating  a  fund  for 
production  sufficiently  ample  to  admit  of  habitually  diverting  a  part  of  it 
to  a  mere  convenience. 

It  will  be  observ-ed  that  I  have  assumed,  that  the  labourers  arc  always 
subsisted  from  capital :  and  this  is  obviously  the  fact,  although  the 
capital  needs  not  necessarily  be  furnished  by  a  person  called  a  capitalist. 
When  the  labourer  maintains  himself  by  funds  of  his  own,  as  when  a 
peasanl-faiiner  or  proprietor  lives  on  the  produce  of  his  land,  or  an 
artisan  works  on  his  own  account,  they  are  still  supported  by  capital,  that 
is,  by  funds  proi-ided  in  advance.  The  peasant  does  not  subsist  this  year 
on  the  produce  of  this  year's  harvest,  bnr  on  that  of  the  last.  The  artisan 
is  not  living  on  the  proceeds  of  the  work  he  has  in  h.ind,  but  on  those  of 
work  previoudly  executed  and  disposed  of.  Each  is  supported  by  a  small 
capital  of  his  own,  which  he  periodically  replaces  from  the  produce  of 
his  labour.  The  large  capitalist  is,  In  like  manner,  maintained  from 
J&inds  provided  in  advance.  If  he  personally  conducts  his  operations,  as 
much  of  his  expenditure  on  himself  and  family  as  does  not  exceed  a  fair 
remuneration  of  his  labour  at  the  market  price,. must  be  considered  as  a 
part  of  his  capital,  expended,  like  any  other  cipital,  for  production  ;  and 
his  personal  consumption,  so  far  as  it  consists  of  necessaries,  is  produc- 
tive consumption.  I'^j  •.v--'--'^v  ■■wv*.  "aJ   . 

§  3-  At  the  risk  of  being  tedious,'!  must  add  a  fiw  more  illustrations, 
to  bring  out  into  a  still  stronger  and  clearer  light  the  idea  of  Capital. 
As  M.  Say  truly  remarks,  it  is  on  the  very  elements  of  our  subject  that 
illustration  is  most  usefullv  bestowed,  since  the  greatest  errors  which 
prevail  in  it  m.iy  be  Iracecf  to  the  want  of  a  thoroujjh  ma.^tery  over  the 
elementary  ideas.  Nor  is  this  surprising :  a  branch  may  be  diseased 
and  all  the  rest  healthy,  but  unsoundness  at  the  root  difiUses  unhcahhV 
ncss  through  the  whole  tree. 

Let  us  ilicrcforc  consider  whether,  and  in  what  cases,  the  property  of 
thoie  wlio  live  on  (he  interest  of  whiit  they  possess,  without  being  per- 
sonally engaged  in  production,  can  be  regarded  as  capital.  It  is  so 
called  in  common  language,  and,  with  reference  to  the  individual,  not 
improperly.  All  funds  from  which  the  possessor  derives  an  income, 
which  income  he  can  use  without  sinking  and  dissipating  the  fund  itself, 
are  to  him  c<|uivaient  tocapilal.  liut  to  transfer  hastily  and  inconsider- 
ately to  the  general  point  of  view,  propositions  which  are  true  of  the 
individual,  h.is  been  a  source  of  innumerable  errors  in  political  econoiny. 
In  the  present  instance-,  that  which  is  virtually  capital  to  the  individual, 
is  or  is  not  capital  to  the  nation,  according  as  the  fund  which  by  the 
supposition  he  has  not  dissipaicdi  has  or  has  not  been  dissipated  by 
somebody  else. 
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For  example,  let  property  of  the  value  of  ten  thousand  pounds  belonff* 
mg  to  A,  be  lent  to  R,  a  farmer  or  manufacturer,  and  employed  profitably 
in  B's  occupalian.  It  is  as  much  cipital  as  if  it  belonged  to  B.  A  it 
really  a  farmer  or  manufacturer,  not  personally,  but  in  respect  of  bis 
property.  Capital  worth  ten  thousand  pounds  is  employed  in  produc- 
tion—in maintaining  labourers  and  providing  tools  and  maieriajg  ;  which 
capital  belongs  to  A,  while  B  takes  the  trouble  of  cmploj-ing  it,  and 
receives  for  his  remuneration  the  difference  between  lite  profit  which  it 
yields  and  the  interest  he  pays  to  A.     Tliis  case  is  the  simplest  of  all. 

.Suppose  next  that  A's  ten  thousand  pounds,  instead  of  being  lent  to  B, 
are  lent  on  mortgaiie  to  C,  a  landed  proprietor,  and  by  him  employed  in 
improving  the  productive  powers  of  his  estate,  by  fencing,  draining,  road- 
making,  or  permanent  manures.  This  is  productive  employment.  The 
ten  thousand  pounds  are  sunk,  but  not  dissijjated.  'Ihey  yield  a  per* 
manent  return  :  the  land  now  aflbrde  an  increase  of  produce,  sufficient, 
in  a  few  years,  if  the  outlay  has  been  judicious,  to  replace  the  amount, 
and  in  time  to  multiply  it  manifold.  HerCy  then,  is  a  value  often  thou- 
sand poiiiuls,  employed  in  increasing  the  produce  of  the  country.  This 
constitutes  a  capital,  for  which  C,  if  he  lets  his  land,  receives  the  returns 
in  the  nominal  form  of  increased  rent ;  and  the  inurtgagc  entitles  A  to 
receive  from  ihcse  returns,  in  the  shape  of  interest,  such  annual  sura  as 
h.vs  been  agreed  upon  between  them.  We  will  now  varj-  the  circum- 
stances, and  suppose  that  C  docs  not  employ  the  loan  in  improving  his 
land,  but  in  paying  off  a  former  and  more  onerous  mortgage,  or  in  makings 
a  provision  for  children.  Whether  the  ten  thousand  pounds  thus 
einployed  are  capital  or  not,  will  depend  on  what  is  done  with  the 
amount  by  the  ultimate  receiver.  If  the  children  invest  their  fortunes  in 
a  productive  employment,  or  the  mortgagee  on  being  paid  off  lends  ihe 
amount  to  another  landholder  to  improve  bis  Eand  or  to  a  manufacturer 
to  extend  his  business,  it  is  &lill  capital,  because  productively  employed. 

-Suppose,  howeier,  that  C,  the  borrowing  landlord,  is  a  spendthrift, 
who  burthens  his  land  not  to  increase  his  fortune  but  to  squander  it, 
expending  the  amount  in  equipages  and  entertainments.  In  a  year  or 
two  it  is  dissipated,  and  willicmt  return.  A  is  as  rich  as  before  ;  he  has 
nolonifcr  his  ten  thousand  pounds,  but  he  has  a^ien  on  the  land,  which  he 
could  still  sell  for  that  amount.  C,  however,  is  ten  thousand  pounds  poorer 
than  formerly;  and  nobody  is  richer.  It  may  be  said  ihalihosc  arc  richer 
who  have  made  profit  out  of  the  money  white  it  was  being  spent  No 
doubt  if  C  lost  it  by  gaining,  or  was  cheated  of  it  by  his  servants,  that  is 
a  mere  transfer,  not  a  destruction,  and  those  who  have  gained  the  amount 
may  employ  it  productively.  But  if  C  has  received  the  fair  value  for  his 
expenditure  in  articles  of  subsifiience  or  luxury,  which  he  has  consumed 
on  himself,  or  by  means  of  his  servants  or  guests,  these  articles  have 
ceased  to  exist,  and  nothing  has  been  produced  to  repI.T.ce  ihem  :  while 
if  the  same  sum  had  been  employed  in  famiin^r  or  manufacturing,  the 
consumption  which  would  have  taken  place  would  have  been  more  than 
balanced  at  the  end  of  the  year  by  new  products,  created  by  tlte  hands 
of  those  who  would  in  that  case  have  been  the  consumers.  By  C's 
prodigality,  that  which  would  have  been  consumed  with  a  return,  is 
consumed  without  return.  C's  tradesmen  may  have  made  a  pi*ofit  during 
the  process  ;  but  if  the  capital  had  been  expended  proouciivelyp  an 
equivalent  prnfit  would  ha^-e  been  made  by  builders^  fencers,  looK 
iiakers,  and  the  tradespeople  who  supply  the  consumption  of  the  labour* 


ing  classes  ;  while  at  the  expiration  of  the  time  (to  sny  nothing  of  any 
increased,  C  would  have  bad  the  ten  thousand  pounds  or  its  value 
replaced  to  hira,  which  now  he  has  not      There  is,  therefore,  on  ihe 

fieneral  result,  a  difference  to  the  disadvantage  of  the  community  of  at 
east  ten  thousand  pounds,  being  the  amount  of  C's  unproductive  expen- 
diturer.  To  A,  the  diflerence  is  not  m-^terial,  since  his  income  is  secured 
10  him,  and  while  the  security  is  good,  and  the  market  rate  of  interest  the 
same,  he  can  always  sell  the  mortgaije  at  Ica  original  value.  To  A, 
therefore,  the  lien  of  ten  thousand  pounds  on  C's  estate  is  virtually  a 
capital  of  that  amount ;  but  is  it  so  in  reference  to  the  tommunily?  U  i$ 
not.  A  had  a  capital  of  ten  thousand  pounds,  but  this  had  been  extin- 
guished -dissipated  and  destroyed  by  C's  prodigality.  A  now  receives 
his  income,  not  from  tht  produce  of  his  capital,  but  from  some  other 
source  of  income  belonging  to  C,  probably  from  the  lent  of  liis  land,  that 
is,  from  payments  made  to  him  by  farmers  out  ol  the  prnduce  o{  (Ac'r 
capital.  The  national  capiial  is  diminished  by  ten  thousand  pounds,  and 
the  national  income  by  all  which  tl'ose  len  thousand  pounds,  employed 
as  capital,  would  have  produced.  The  loss  does  not  fall  on  the  owner  of 
the  destroyed  capital,  since  the  destroyer  has  agreed  to  indemnify  him  for 
it.  But  his  loss  is  only  a  small  portion  of  that  sustained  by  the  com- 
munity, since  what  was  devoted  to  the  use  and  consmriplion  of  the 
proprietor,  was  only  the  interest  ;  the  capital  itself  was,  or  would  have 
been,  employed  in  the  perpetual  maintenance  of  an  equivalent  number  of 
labourers,  regularly  reproducing  what  they  consumed  :  and  of  this  main' 
tenance  they  arc  deprived  without  compensation. 

Let  us  now  var>-  the  hypothesis  still  furtlier,  and  suppose  that  the  money 
is  borrowed,  not  by  a  landlord,  but  by  the  state.  .'\  lends  his  capital  to 
government  to  carry  on  s.  war  :  he  buys  from  the  state  what  are  called 
government  securities  ;  th.it  is,  obligations  by  the  government  to  pay  a 
certain  annual  income.  If  the  government  employed  the  money  in  makmg 
a  railroad,  this  might  be  .t  productive  employment,  and  A's  property 
would  still  be  used  as  capital  ;  but  since  it  is  employed  in  war,  ih.it  is,  in 
the  pay  of  officers  and  soldiers  who  produce  nothing,  and  in  destroying  a 
quantity  of  gunpowder  and  bullets  without  return,  the  government  is  in 
the  situation  of  C.  the  spendthrift  landlord,  and  A's  ten  thousand  pounds 
are  so  much  n.-itional  capital  which  once  existed,  but  exists  no  longer : 
virtually  thrown  into  the  sea,  as  far  as  wealth  or  production  is  concerned'; 
tliough  for  other  reasons  the  employment  of  it  may  have  been  Justifiable. 
A's  subsequent  income  is  derived,  not  from  the  produce  of  his  own  capital, 
but  fi'om  taxes  drawn  from  the  produce  of  the  remaining  capital  of  the 
community  ;  to  whom  his  capital-  is  not  yielding  any  return,  to  indemnify 
tbem  for  the  payment ;  it  is  lust  and  gone,  and  what  he  now  possesses  is 
a  claim  on  the  returns  to  other  people's  capital  and  industry.  This  claim 
he  can  sell,  and  get  back  the  equivalent  of  his  capital,  which  he  may 
fierwards  employ  productively.  True  ;  but  he  does  not  get  back  his  own 
ipital,  or  anything  which  it  has  produced  ;  that,  and  all  its  possible 
turns,  are  extinguished  :  what  he  gels  is  the  capital  of  some  other 
Erson,  which  that  person  is  willing  to  excliangc  for  his  lien  on  the 
<ea.  Another  capiialisi  substitutes  himself  for  A  as  a  mortgagee  of  the 
lilblic,  and  A  substitutes  himself  for  the  oilier  capitalist  as  the  possessor 
^  a  fund  employed  in  production,  or  available  for  iL  By  this  exchange 
the  productive  powers  of  the  community  are  neither  increased  noi 
■diminished.    The  breach  in  the  capital  of  the  country  was  made  when 
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ihe  government  toolt  A'a  money  :  whereby  a  %'alue  of  ten  thousand  pounds 
was  withdrawn  or  withheld  from  productive  employment,  placed  in  the 
fund  for  unproductive  consumption,  and  destroyed  without  equivalent. 


CHAPTER  V. 
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FUNDAMENTAL  PROPOSITIONS  RRSPECTING  CAPITAU 

S  I.  I r  the  preceding  explanations  have  answered  their  purpose,  thei 
have  given  not  only  a  sutficientty  complete  possession  of  the  idea  af 
Capital  accordin;^  to  its  dctiniiion,  but  a  sufficient  &mtliarity  with  it  iii 
the  concrete  and  amidst  the  obscurity  with  which  the  compUcation  of  m- 
dividual  circumstances  surrounds  it,  to  have  prepared  even  the  unpractised 
reader  for  certain  elemeiilary  proposicions  or  theorems  respecting  capital, 
the  full  comprehension  of  which  is  already  a  considerable  step  out  of 
^rkness  into  light. 

The  tirsi  of  these  propositions  is,  That  industry  Is  limited  by  capital. 
This  is  so  obvious,  as  to  be  taken  for  granted  in  many  common  forms  of 
speech  ;  but  to  sec  a  truth  occasionall/  is  one  thing,  to  recognise  it 
habitually,  and  admit  no  propositions  inconsistent  with  it,  is  another.  The 
axiom  was  until  lalely  almost  universally  disregarded  by  legislators  and 
political  writers;  and  doctrines  irreconciieable  with  it  are  still  very 
commonly  professed  and  inculcated. 

The  following  are  common  expressions,  implying  its  truth.  The  aa  of 
directingindustry  to  a  panicular  employment  is  described  by  the  phiasc 
'  applying  capital '  to  the  employment.  To  employ  industry  on  the  land 
is  to  apply  capital  to  the  land.  To  employ  labour  in  a  manufacture  is  to 
invest  capital  in  the  manufacture.  This  implies  that  industry  cannot  be 
employed  to  any  greater  extent  than  there  is  capital  to  invest.  The 
propositiun,  indeed,  must  be  assetned  to  as  soon  .is  it  is  distinctly 
apprehended.  The  expression  '  applying  capital '  is  of  course  meta- 
pnoricd  :  what  is  really  applied  is  labour  ;  capital  being  an  indispensable 
condition.  Again,  we  often  speak  of  the  'productive  powers  oi  capital.' 
This  expression  is  not  literally  correct  The  only  productive  powers  are 
those  of  labour  and  natural  agents  ;  or  if  any  portion  of  capital  can  by  a 
stretch  of  language  be  said  to  have  a  productive  power  oi  its  own,  it  is 
only  tools  and  machinery,  which,  liVe  wind  or  water,  may  be  said  to 
CO  operate  with  labour.  The  food  of  labourers  and  the  materials  of 
production  have  no  productive  power ;  but  labour  cannot  exert  its  pro- 
ductiii-e  power  unless  providea  with  them.  There  can  be  no  more 
industry  than  is  supplied  with  materials  to  work  up  and  food  to  eat 
Self-evident  as  the  tiling  is,  it  is  often  forgotten  that  the  people  of  a 
country'  »re  maintained  and  have  their  wants  supplied,  not  by  the  produce 
of  present  labour,  but  of  past.  They  consume  wliat  has  been  produced, 
not  what  is  about  lo  be  produced.  Now,  of  what  has  been  produced)  S 
part  only  is  alioiied  lo  the  su|iport  of  productive  labour  ;  and  there  will 
not  .-ind  cannot  be  more  of  that  labour  than  the  portion  so  allotted  (which 
is  the  capital  of  the  country)  can  feed,  and  provide  with  the  materials  and 
instruments  of  production. 

Yet,  in  disregard  of  a  fact  so  evident,  it  long  continued  to  be  believed 
that  laws  and  sovcmmcnts.  without  creating  capital,  could  create  industry. 
Not  by  making  ilic  people  more  laborious,  or  increasing  the  cttacicncy  of 
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their  labour:  these  arc  objecls  to  which  the  governirieiit  can  in  mnic 
degree  contribute.  Hut  when  tbe  people  alreaJy  worked  as  haid  aud  as 
skilfully  as  they  could  be  made  to  dn,  it  was  sliU  thought  that  the 
government,  without  providing  additional  funds,  could  create  additional 
employment.  A  govemment  would,  by  prohibitory  laws,  put  a  stop  to 
:hc  importation  of  some  coinmodit>' ;  and  when  by  this  it  had  caused  the 
commodity  to  be  produced  at  home,  it  would  plume  itself  upon  having 
enriched  the  country  with  a  new  branch  of  iiiduitry,  would  parade  in 
statistical  tables  the  amount  of  produce  yielded  and  labour  empLuycd  in 
the  production,  and  tak^  rredij  for  the  wbole  of  this  as  a  gam  to  tlie 
country,  obtained  through  the  prohibitory  law.  Although  this  sort  of 
political  arithmetic  has  fallen  a  little  into  discredit  in  KnRland,  it  siil! 
flourishes  in  the  nations  of  Continental  Europe.  J  lad  Icj^-islators  been 
aware  that  industry  is  limited  by  capital,  they  would  have  seen  that,  the 
aggregate  capital  of  the  country  not  having  been  increased,  any  portion 
of  il  which  they  by  their  laws  h.id  caused  to  be  embarked  in  the  newly- 
acquired  branch  of  industry  must  have  been  withdrawn  or  withheld  from 
some  other;  in  which  it  gave,  or  would  have  given,  employment  to 
probably  about  Che  same  quantity  of  labour  which  it  employs  in  its  new 
occupation.* 

§  2  Because  industry  is  limited  by  capital,  we  are  not,  however,  to 
infer  that  it  always  reaches  that  limit.  There  may  not  be  as  many 
labourers  obtainable,  as  the  capital  would  maintaiu  and  employ.  This 
has  been  known  to  occur  in  new  colonies,  where  capital  has  sometimes 
perished  uselessly  for  want  of  labour  :  the  Swan  River  settlement,  in  the 
tirst  years  after  its  foundation,  was  an  instance.  There  arc  many  persons 
maintained  from  cvisting  capital,  who  produce  nothing,  or  who  rright 
produce  much  more  than  they  do.  If  the  labourers  were  reduced  lo  lower 
wages,  or  induced  to  work  more  hours  for  the  satnc  wages,  or  if  their 
families,  »vho  arc  already  maintained  from  capital,  were  employed  to  a 
greater  extent  than  they  now  are  in  adding  to  the  produce,  a  given 
capital  would  atibrd  employment  to  more  industry,  The  unproductive 
consumption  of  productive  labourers,  the  whole  of  which  is  now  supplied 
from  capital,  might  cease,  or  be  postponed  until  the  produce  came  in  ; 
and  additional  productive    labourers   might  be    maintained   with    the 

*  An  exception  must  be  adoiiited  when  the  inrfiistry  crcatefl  or  upheld  by  the 
lestridive  law  iN^longs  to  the  cla^^  nf  what  ace  called  duntestic  mnnurui^tures. 
These  being  carried  on  by  pcrsiwis  already  fed — by  ihe  labourer,  or  his  wife  of 
children,  ia  the  intervals  ctf  other  employment — no  itan^fcr  of  capii*l  to  the  occu- 
pation is  ncccssnry  to  its-  l>«(iig  iiiuletlaken,  l)eyoti[|  tlic  vnliii:  of  the  mateiials  end 
tools,  which  is  ohen  quite  inconsiderable.  If,  therefore,  a  protecting  duty  causes 
this  occti [inl iun  to  l>e  cnrriM  on,  when  it  olherwise  would  not,  (here  is  in  this  case 
a.  teal  iiicieMC  of  the  production  of  the  country. 

In  order  to  render  our  thcoreiical  proposition  invulnerable,  this  peculiar  c^e 
must  be  allowed  for ;  but  it  does  not  touch  the  practical  doctrine  of  free  trad*. 
tncstic  manufactures  cannot,  from  the  very  nstiirc  of  things,  require  protcclion, 

cc  the  '^iihsi^lencc  of  the  Irahnurprs  lieing  prnvidefl  from  other  soiirct-s,  ihe  price 
the  product,  however  much  it  tnay  he  ri.-(ittced,  i-t  m-aily  all  clear  gain.  If, 
Iberefoie,  the  domuslic  producers  retire  fioni  the  compctilkin,  it  im  ntver  from 
necessity,  Iwil  because  the  oroduft  is  tioi  worih  Ibe  labour  il  costs,  in  the  opinion 
of  the  best  judges,  those  wno  cnioy  the  one  and  undergo  the  other.  They  prefer 
the  sacrifio.'  of  buying  their  cluthing  to  the  labour  of  niaktiig  it.  They  will  uol 
continue  their  lalwur  unless  lociely  will  give  them  more  for  it,  than  in  their  cwn 
Sptnton  its  product  u  woith. 
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/•mount  Hy  such  means  societ)'  might  obtain  from  its  existing^  resources 
gTCAtcr  quantity  of  produce  :  and  to  such  means  it  has  been  driven, 
when  the  sudden  destruction  uf  !K>nie  Lir^e  portion  of  its  capital  rendered 
Ih;  employmcni  of  the  remainder  with  tne  greatest  possible  effect  i 
mutter  of  par.>inount  consideration  for  the  tinr»e. 

Where  industry  has  not  come  up  to  the  limit  imposed  by  capital, 

governments  may.  in  varions  ways,  tor  example  by  importing  additional 

ibourem,  bring  it  nearer  to  that  limit :  as  in  the  importation  of  Coolies 

nd  free  neyroes  into  our  sugar  colonics.    There  is  laother  way  in  which 

rovennncnts  can  create  additional  industry.     They  can  create  capital 

Tb«y  ma_y  lay  on  taxes,  and  employ  the  amount  prodncdvely.    They  may 

o  what  IS  nearly  equivalent ;  they  may  lay  taxes  on  income  or  cxpendi* 

ir«,  ftnd  apply  the  proceeds  towards  paying  off  the  public  debts.     The 

jndholder  when  paid  off  would  still  desire  to  draw  an  income  from  his 

'properly,  most  of  which  therefore  would  And  its  way  into  productive  ein- 

?kiyment,  while  a  great  part  of  it  would  have  been  drawn  from  the  fund 
tr  unproductive  expenditure,  since  people  do  not  usually  pay  their  taxes 
from  what  they  would  have  saved,  but  partly,  if  not  chiefly,  from  what 
(hey  would  have  spent  It  may  be  added,  that  any  increase  in  the  pro- 
ductive power  of  capital  (or,  more  properly  speaking,  of  labour)  by  im- 
provements in  the  arts  of  life,  or  olhemrise,  tends  to  increase  the  employ- 
ment for  labnur ;  since,  when  there  is  a  greater  produce  altogether,  it  is 
always  probable  that  some  portion  of  the  mcrease  will  be  saved  and  con- 
verted into  capital  ;  especially  when  the  increased  returns  to  productive 
Industry  hold  out  an  additional  temptation  to  the  conversion  of  funds  from 
Ma  improductive  destination  to  a  productive. 

i  3.  Wliite,  on  Ihc  one  hand,  mdustry  is  limited  by  capital,  so  on  the 
other,  every  iiicrcjise  of  capital  gives,  or  is  capable  of  givmg,  additional 
employment  to  industry  :  and  this  without  assignable  limit.  1  do  not 
mean  to  deny  that  the  capital,  or  part  of  it.  may  be  so  employed  as  not  to 
support  lnb<iurcrSe  being  fixed  in  machinery,  buildings,  improvement  of 
land,  and  the  like,  In  .iny  t.irge  increase  of  capital  a  considerable  portion 
will  generally  he  thus  employed,  and  will  only  co-operale  with  labourers, 
not  maintain  them.  What  I  do  intend  to  assert  is,  that  the  portion  which 
is  destined  to  their  maintenance,  may  (supposing  no  alteration  in  any- 
thing else)  be  indefinitely  increased,  without  creating  an  impossibility  of 
finding  them  employincnt :  in  other  words,  that  if  there  are  human  beings 
capable  of  work,  and  food  to  feed  them,  they  may  always  be  employed  in 
producing  something.  This  proposition  requires  to  be  somewhat  dweh 
upon,  bein^  one  of  those  which  it  is  exceedingly  easy  to  assent  to  when 
presented  in  gcner.il  terms,  but  somewhat  ditTiculi  to  keep  fast  hold  of,  in 
the  crowd  and  confusion  of  the  actual  facts  of  society.  It  is  also  very 
mu>:h  opposed  to  common  doctrines.  There  is  not  an  opinion  more 
general  among  mankind  than  this,  that  the  unproductive  expenditure  of 
the  rich  is  necessary  lo  the  employment  of  the  poor.  Before  Adam  Smitli, 
the  doctrine  had  hardly  been  questioned  ;  and  even  since  his  time, 
authors  of  the  highest  name  and  of  great  merit*  have  contended,  that  if 
consumers  were  to  save  and  convert  into  capital  more  than  a  limited 
portion  of  their  income,  and  were  not  to  devote  to  unprodiicrive  consump* 
lion  an  amount  of  ntR-ins  bearing  a  certain  ratio  to  the  capital  of  the 

*^iry,  the  extra  accumulation  would  be  merely  so  much  waste,  since 

*  For  cxarnple,  Mr.  Malthas,  Dr.  Chalmers,  M.  de  StBmoodi. 
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there  would  be  no  market  forthe  commodities  which  the  capital  so  created 
would  produce.  I  conceive  this  to  be  one  of  the  inany  errors  arising  in 
polilical  economy,  from  the  practice  of  not  beginning  with  the  c:taTniiia- 
tion  of  simple  cases,  but  rushing  at  once  into  the  complexity  of  concrete 
phenomena. 

Everyone  can  see  that  if  a  berevolent  government  possessed  All  the 
food,  and  all  the  implements  and  matenals,  of  the  community,  it  could 
exact  productive  labour  from  all  to  whom  ii  allowed  a  share  in  the  food,  and 
could  be  in  no  danger  of  wanting  a  field  for  the  employment  of  this  pro- 
ductive labour,  sintc  as  long  as  there  was  a  sins;ie  want  unsaturated 
(which  material  objects  could  supply,  of  any  one  individual,  the  labour  of 
the  community  could  be  turned  to  the  production  of  somethirF  c^ipable 
of  satisfying  that  want.  Now,  the  individual  possessors  of  capital,  when 
they  add  to  it  by  fresh  accumulations,  are  doing  precisely  the  same  thing 
which  we  suppose  to  be  done  by  our  benevolent  go\xrnment.  As  it  is 
allowable  to  put  any  case  by  way  of  hypothesis,  let  us  imagine  the  most 
extreme  case  conceivable,  Suppose  that  every  capitalist  came  to  be  of 
opinion  that  not  being  more  meritorious  than  a  well-conducted  labourer, 
he  ought  not  to  fare  belter  ;  and  accordingly  laid  by,  from  consiientious 
motives,  the  surplus  of  his  profits  ;  or  suppose  this  abstinence  not  spon- 
taneous, but  imposed  by  law  or  opinion  upon  all  capitalists,  and  upon 
landowners  likewise.  Unproductive  expenditure  is  now  reduced  to  its 
lowest  limit :  and  it  is  asked,  how  is  the  increased  capital  to  f  nd  employ- 
ment ?  Who  is  to  buy  the  goods  which  it  will  produce  ?  There  are  no 
longer  customers  even  for  those  which  were  produced  before.  The  goods, 
therefore,  will  remain  unsold:  they  will  perish  in  the  warehouses;  until 
capital  is  brought  down  to  what  it  was  originally,  or  rather  to  as  nuch 
less,  as  the  demand  of  the  consumers  has  lessened.  But  this  is  seeing 
only  one  half  of  the  matter.  In  the  case  supposed,  there  would  no  longer 
be  any  demand  for  luxuries,  on  the  part  of  capitalists  and  landowners. 
But  when  these  classes  turn  their  income  into  capital,  they  do  not  thereby 
annihilate  their  power  of  consumption  ;  they  do  but  transfer  it  fiom  them- 
selves to  the  labourers  to  whom  they  give  employment.  Now,  there  arc 
two  possible  Suppositions  in  regard  to  the  labourers  ;  either  there  is,  or 
there  is  not,  an  mcrease  of  their  numbers,  jiioportional  to  the  inci-ease  of 
capital,  If  there  is,  the  case  offers  no  difljculty.  The  production  of 
necessaries  for  the  new  population,  takes  the  place  of  the  production  of 
luxuries  for  a  portion  of  the  old,  and  supplies  exactly  the  amount  of  em- 
ploymeni  which  has  been  lost.  Bm  suppose  that  there  is  no  increase  of 
population.  The  whole  of  what  was  previously  expended  in  luxuries,  by 
capitalists  and  landlords,  is  distributed  among  the  existing  labourers,  in 
the  form  of  additional  wages.  We  will  a5simie  them  to  be  already  suf- 
ficiently supplied  with  necessaries.  What  follows?  Thai  the  labourers 
become  consumers  of  luxuries  ;  and  the  capital  previously  employed  in 
the  production  of  luxuries,  is  still  able  to  employ  itself  in  the  same  manner  : 
the  diHierence  being,  that  the  luxuries  are  shared  among  the  community 
generally,  instead  of  being  confined  to  a  few.  The  increased  accumula- 
tion and  increased  production  might,  rigorously  spe.il;ing,  continue,  until 
every  labourer  had  every  indulgence  of  wealth,  consistent  with  continuing 
to  work ;  supposing  that  the  power  of  their  labour  were  physically 
sufficient  to  produce  all  this  amount  of  indulgences  fur  their  whole  num- 
ber. Thus  the  limit  of  wealth  is  never  deficiency  of  consumers,  but  of 
producers,  and  productive  power.      Every  addition  to  capital  gives  to 
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labour  eillier  additional  employment,  or  addilionitl  rcnruneralinn  ;  en- 
riches either  the  country,  or  the  !al>ourIng  class.  If  it  finds  additional 
hands  to  set  lo  work,  it  increases  the  ajjgregate  produce  :  if  only  the  same 
hands,  it  gives  them  a  larger  share  of  it  ;  and  perhaps  even  in  this  case, 
by  stimulating  them  to  greater  exertion,  augments  the  produce  itself. 

§  4.  A  second  fundamental  theorem  respecting  Capital,  relates  to  the 
source  from  which  it  is  derived.  It  is  the  result  of  saving.  The  evidence 
of  this  lies  abundantly  in  what  has  been  already  said  on  the  subject.  But 
(he  proposition  needs  some  further  illustration. 

If  all  persons  were  to  expend  in  personal  indulp|*nces  all  that  they 
produce,  and  all  the  income  they  receive  from  what  is  produced  by  others, 
capital  could  no:  increase.  All  capital,  with  a  trifling  exception,  was 
onKinally  the  result  of  saving.  I  say,  with  a  trilling  exception  ;  because. 
a  person  who  labours  on  his  own  accountf  may  spend  on  his  own  account 
all  he  produces,  without  beconninp  destitute  ;  and  the  provision  of  neces- 
saries on  which  he  subsists  until  he  has  re-iped  his  harvest  or  sold  his 
commodity,  thoui^h  a  real  capital,  cannot  be  said  to  have  been  saved, 
since  it  is  all  used  for  the  supply  of  his  own  wants,  and  no  abstinence  has 
been  practised.  We  may  imagine  a  number  of  individuals  or  families, 
settled  on  as  many  separate  pieces  of  land,  each  living  on  what  their  own 
labour  produces,  and  consuming'  the  whole  produce.  But  even  these  tnust 
save  (ibat  is,  spare  from  ibeir  personal  consumption)  as  much  as  is 
necessary  for  seed.  Some  saving,  therefore,  there  must  have  been, 
even  in  this  simplest  of  all  states  of  economical  relations ;  people 
must  have  pro<Iuced  more  than  they  used,  or  used  less  than  they  produced. 
Still  more  must  they  do  so  before  they  can  employ  other  labourers,  or 
increase  (heir  production  beyond  what  can  be  accomplished  by  the  work 
of  their  own  hands.  All  that  any  one  employs  in  scpportirg  and  carr>-Ing 
on  any  other  labour  than  his  own,  mu&t  have  been  originally  brought 
together  by  savmg  ;  somebody  must  have  produced  it  and  forebome 
to  consume  it.  We  may  say,  therefore,  without  material  inaccuracy, 
that  all  capita],  and  especially  all  addition  to  capital,  are  the  result  oi 
saving. 

In  a  rude  and  violent  state  of  society,  it  continually  happens  that  ihe 
person  who  has  capital  is  not  the  very  person  who  has  saved  it,  but  some 
one  who,  being  stronger,  or  belonging  to  a  more  powerful  community,  has 
possessed  himself  of  it  by  plunder.  And  even  in  a  state  of  things  several 
degrees  more  advanced,  the  increase  of  capital  has  usually  been  in  a  great 
measure  derived  from  privations  which,  though  essentially  the  same  with 
saving,  arc  not  generally  called  by  that  name,  because  not  voluntary. 
The  actual  producers  have  been  staves,  compelled  to  produce  as  mycb  as 
force  could  extort  from  them,  and  to  consume  as  little  as  the  self-interest 
or  the  usually  very  slender  humanity  of  their  t.isli masters  would  permit. 
This  kind  of  compulsory  saving,  however,  would  not  have  catised  any 
increase  of  capital,  unless  a  part  nf  the  amount  had  been  saved  over 
again,  voluntarily,  by  the  master.  If  all  that  he  made  his  slaves  prodtjcc 
and  forbear  to  consume,  bad  been  consumed  by  him  nn  perscmal  in- 
dulgences, he  would  not  have  increased  his  capital,  nor  been  enabled  to 
maintain  an  increasing  number  of  slaves.  To  maintain  any  slaves  at  all, 
implied  a  previous  saving  ;  a  stock,  at  least  of  fomi,  provided  m  advance. 
This  saving  may  not,  however,  have  been  m-^de  by  any  self-imposed 
privation  of  the  master  ;  but  more  probably  by  that  of  the  slaves  them- 
selves while  free  ;    Ihe  rapine  or  war,  which  deprived   thcro  of  tbcit 
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[>ersonaI   libcrt>-,   having  trausferred  also    their  accumulations    to    the 

con  que  ID  r. 

There  are  other  cases  in  which  the  term  saving,  with  the  assorinriong 
usually  belonging-  to  it,  does  not  exactly  fit  the  operation  hy  which 
capital  is  increased.  If  it  were  said,  for  instance,  that  the  only  way  to 
accelerate  the  increase  of  capital  is  by  increase  of  saving,  the  idea  would 
probably  be  suggested  of  greater  abstinence,  and  increased  privation. 
But  it  is  obvious  that  whatever  increases  the  prodnclivc  power  of  labour, 
creates  an  additional  fund  to  make  savings  (rom,  and  enables  capital  to 
be  enlarged  not  only  wiihout  additional  privation,  hut  concurrently  with 
an  increase  of  personal  consumption.  Nevertheless,  there  is  here  an 
increase  of  savin;;,  in  the  scientific  sense.  Thoug-h  there  is  more  con- 
sumed, there  is  also  more  spared.  There  is  a  greater  excess  of  production 
over  cousuiiiptioti.  It  is  consistent  with  correctness  to  call  this  a  greater 
saving.  Though  the  term  is  not  unobjectionable,  there  is  no  other  which 
is  not  liable  to  as  great  objections.  To  consume  less  than  is  produced,  is 
saving  ;  and  that  is  the  process  by  which  capital  is  increased  ;  not 
necessarily  by  consuming  less,  absolutely.  We  must  not  allow  ourselves 
to  be  so  much  the  slaves  of  words,  as  to  be  unable  to  use  the  word 
saving  iu  this  sense,  without  being  in  danger  of  for>;clticg  that  to  increase 
capital  there  is  another  way  besides  consuming  less,  namely,  to  produce 
more. 

§  5.  A  third  fundamental  theorem  respecting  Capital,  closely  connected 
with  the  one  last  discussed,  is,  that  althontfh  saved,  and  the  result  of 
saving,  it  is  nevenheless  consumed.  The  word  saving  does  not  imply 
that  what  is  saved  is  not  consumed,  but  only  that  it  is  not  consumed  by 
the  person  who  saves  it.  If  merely  laid  by  for  future  use,  it  is  said  to  be 
hoarded  ;  and  while  hoarded,  it  is  not  consumed  at  all-  But  if  employed 
as  capital,  it  is  all  consumed  ;  not  Indeed  by  the  capitalist,  but  by  his 
workpeople.  Part  is  exchanged  for  tools  or  machinery,  which  are  worn 
out  by  use  ;  part  for  seed  or  materials,  which  are  dPEtrtn-ed  as  such  by 
being  sown  or  wrought  up,  and  desiTOyed  altogether  by  the  consumption 
of  the  ultimate  product.  The  remainder  is  paid  in  wages  to  productive 
labourers,  who  consume  it  for  their  daily  wants  ;  or  if  they  in  their  turn 
save  any  part,  this  also  is  not,  generally  speaking,  hoarded,  but  (through 
savings  banks,  benefit  clubs,  or  some  other  channel)  re-employed  as 
capital  and  consumed. 

The  principle  now  stated,  is  a  strong  example  of  the  necessity  of 
attention  to  the  most  elementary  truths  of  our  subject  ;  for  it  is  one  of 
the  most  elementary  of  them  all,  and  yet  no  one  who  has  not  bestowed 
some  thought  on  the  noatter  is  habitually  aware  of  it,  and  most  arc  not 
even  willing  to  admit  it  when  first  slated.  To  the  vulgar,  it  is  not  at  all 
apparent  that  what  is  saved,  is  consumed.  To  them,  everj'one  who  saves, 
ap]>ears  in  the  light  of  a  person  who  hoards  ;  Uiey  may  think  such 
>iiduct  permissible,  or  even  laudable,  when  it  is  to  provide  for  a  family, 
id  the  like  ;  btit  they  have  no  conception  of  it  as  doing  good  to  other 
eople  :  saving  is  to  them  another  word  for  keeping  a  thing  to  one's  self;, 
jrhiie  spending  appears  to  them  to  be  distributing  it  among  others.  The 
*raon  who  expends  his  fortune  in  unproductive  consumption,  is  looked 
son  as  diffusing  benefits  all  round  ;  and  is  an  object  of  so  much  favour, 
lat  some  portion  of  the  same  popularity  attaches  even  to  him  who  spends 
^hat  does  not  belong  to  him  ;  iino  not  only  destroys  his  own  capital,  if 
ever  had  any,  but,  under  pietence  of  borrowing,  and  on  pron\lse  cil 
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by  aK :  ia  tibc  atbcT  oae,  iwe  a  a  caaaMl■liai^  dm  b  to  say,  a 
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iiaiaotbe  §mai  nagti  Am  panirwhr  aaMMHtar  iha  piodacaol'  taboor 
bu  diiippBitad.  aad  tfao*  ■•  aacbiBg  Idk  ;  vlife  «a  ifae  ooaaaiy  the 
IBE  vbok  tmc  tbaC  na  flEsCracDofi  vas  gnngoBi 
;  ai  vaifc  irwtiriag  it :  «bD  arc  iJriaaTriy  fooad  to  have 
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Aad  as  a>s  flfufaiMa  adiatf^af  baiac  R^Gana  vncaaMdy  wMxotn  any 
fieab  act  of  savia£,  a  aariac  ooce  Bada  hacaacs  a  fnd  lo  ■*""t*««'  i 
axnspoadm^  —***■*  of  WMWcn  ia  ptipalaMR  lapiodadag  aaanaSy 
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It  is  ibe  tnRerv«ndoo  of  mamef  arfakk  obacaia^  to  aa  afractJKrf 
apprebcBsioa,  the  tnx  t^izaaer  of  ibeaa  fbiBaBcaa.  Ateon  all  ex- 
Ptuditwtt  TfT'm  caniod  aa  by  BMaBi  of  fltaD^^  the  tutncf  coibcs  to 
be  looked  a^oa  as  Ae  aain  ieatwe  ia  dbe  tnasacnoa.  aMi  siaie  tbat 
does  Bot  pensh,  bat  oaly  rhiagri  hsa^  ym|dc  avadbok  the  destroctioii 
which  tabes  place  ia  the  case  of  aapradaaire  iipaadjiatt.  The  mooey 
beia(  merely  Daasfierred.  tbey  tbiak  the  vaakb  also  has  oahr  beea  banded 
cnrer  from  the  speDdchnft  lo  odwr  pcoote.  Bat  this  is  siafqr  coofemiding 
■caey  with  wealth.  Tha  wcakb  «bia  has  haai  dumoyod  aras  mx  tbe 
Booey,  bat  the  witKS^  cq«ipa(aL  aad  ftwaitare  ahidb  dK  money  pur- 
<Km.d  i  aad  these  baviaj  beca  ocslnycd  wnont  leiai^  society  coilcc- 
is  poorer  b;r  tbe  amooat.  It  may  be  saad.  prthafw  that  wiaei, 
and  fumitur«,  are  iKX  subststiaKe»  toob»  aad  nuteiialst  aikd 
not  in  any  case  have  been  applied  to  tha  asyfOft  of  labonr ;  that 
are  adapted  fer  im  other  than  uaprndactire  fnaaiiiiiniiin.  and  that 
decrimcat  to  the  wealth  of  the  coiaBwaity  was  arben  tbcy  were  pro- 
not  when  they  were  consamcd.  I  an  wflKav  to  ^Uov  this,  as  Tar 
is  accessary  for  the  argument,  and  dw  With  voold  be  very  prninettt 
these  eapensive  luxuries  were  drawa  from  aa  eaitting  stock,  nei*er  to 
:  mpleaisoed.  But  since,  oo  the  contrary,  they  ooatisac  to  be  produced 
long  as  there  are  consumers  for  tbeuv  ju>d  are  pradoced  in  mcreased 
jty  to  meet  aa  increased  demand  ;  the  choice  made  by  a  consumer 
fire  thousand  B,ycar  in  luxuriei^  beeps  a  cortcssooding  number 
emptoyed  from  year  to  j-ear  in  prodociac  oungs  which  can 
I  nse  to  productioQ  :  their  services  being  kat  so  far  as  regainls  tlie 
of  tb*  aaiiooal  wealth.  onU  the  loot:^  materials^  and  food  which 


"they  annually  consume  being  so  much  subtracted  from  the  general  stock 
of  the  community  applicable  to  proiliictive  purposes.  In  proportion  as 
any  class  is  improvident  or  luxurious,  the  industry  of  the  counti*y  lakes 
the  direction  of  producing  luxuries  for  their  use  ;  while  not  only  the  em- 
ployment for  productive  labourers  is  diminished,  bu:  the  subsistence  and 
instruments  which  are  the  meaas  of  such  employment  do  actually  exist  in 
smaller  quantity. 

baving.  in  short,  enriches,  and  spending^  impoverishes,  the  community 
along  wiih  the  individual ;  which  is  but  saying  in  other  words,  that 
society  at  large  is  richer  by  what  it  expends  in  maintainirg  and  aiding 
productive  labour,  but  poorer  by  what  it  consumes  in  its  etijoymenls.* 

§  6.  To  reiurn  to  our  fundamental  theorem.  Everything'  which  is  pro- 
duced is  consumed  ;  both  what  is  saved  and  what  is  said  to  be  spent ; 
and  the  former  quite  as  rapidly  as  the  latter.  All  the  ordinary  forms  of 
language  tend  to  disguise  this.     When  men  talk  of  the  ancient  wealth  of 

*  II  is  perhaps  worth  while  to  direct  attention  to  several  circumstances  which  to 
a  eenain  exiem  diminish  the  dfriiimem  caui^d  to  the  general  wc^liti  by  the  prodi- 
gality at  m<1iviductls  or  mise  up  a  coaipeiisalion,  more  or  IcM  ample,  ah  a  conse- 
quence or  the  detriment  itself.  One  of  these  i^  that  spendihTihs  do  not  renily 
succeed  in  consuming  all  ihcy  spcnii.  Their  habitual  carelessness  as  locKpcncilure 
c-in<«s  tliem  lo  lie  chcaie<^l  and  rubbed  on  all  qu^tier^,  oHen  by  persons  vf  frugnl 
habits.  L^Tgc  accumulations  are  conTinually  made  by  the  agtnts  stewards,  uLid 
e»er  domestic  servanis,  of  impiovidcnt  ptrsons  of  furliine  ;  and  ttit^'  pay  much 
higher  prices  (or  all  purclmse^  than  people  of  carcCul  habits,  which  accounts  for 
their  lieing  popular  as  customers.  They  arc,  ihcrefore,  actually  not  able  lo  pet 
inio  their  posgcfciun  nnd  rlcstr'iy  a  quantity  of  wealth  by  any  nteans  cjuivalenl  lo 
lh«  fortune  which  th«y  dlKSipaie.  Miicli  of  it  Js  merely  traiisfericd  ta  others,  by 
whom  a  part  ntay  be  *aved.  Another  thing  to  Ije  ol>«:rvt;d  is,  thai  the  prodicslity 
of  some  may  (educe  ochnirs  lo  a  forced  economy.  Suppose  a  sudden  demand  for 
some  article  of  Euxnry,  ciiii5<.-d  by  the  caprice  of  a  pruilignl,  which  not  having  been 
calculated  on  beforehand,  tlicrc  hsu  been  no  increase  of  thp  usBsl  Mipply.     The 

Ctlce  will  rise  ;  iind  mny  rise  hcjond  tlie  tneaiis  ur  the  inclinnlLuns  of  some  of  the 
abiiual  consumers,  who  may  in  conx-quence  forego  iheir  accustomed  indulgence, 
and  save  the  amounL  IT  they  do  nut.  but  coKlinue  to  expend  as  great  a  value  m 
licfore  on  ihc  commoddy,  the  dealers  in  i:  ubiain,  for  only  the  same  quantity  of 
the  anicle,  a  return  increased  by  the  whole  of  what  the  spcndtlirilt  has  paid  ; 
and  thus  the  amount  whicli  he  Inase*  is  traiisfeircd  bodily  to  thtm,  and  may  be 
addol  to  their  capital :  his  increnscd  personal  (.onaiimptiun  being  made  up  by  the 
privations  of  the  other  purchasers,  who  have  obtained  less  than  l^MIal  iif  ihcir 
nccu-itiniieil  gtaliticniion  tor  the  sume  equivalent-  On  the  other  hand,  a  cuiintcr- 
pTOce**  must  be  g'ling  on  somewhere,  since  the  prodigal  must  have  dimini!-he<l  hii 
purrha^&i  in  M)me  other  quarter  to  balance  the  (vngmentation  in  this  ;  he  has 
porhap:;  called  in  funds  employed  in  sustaining  prodticiive  labour,  and  the  dcalcril 
in  »obmt<ncc  and  in  the  instrument!  of  production  have  had  commodiiies  left  an 
llicir  hands,  or  have  received,  for  the  usual  amount  of  ccmmoilitic^.  a  less  ibao 
B'unI  return  But  soch  losics  of  income  or  capital,  by  indiisltiaus  persi^ns,  rxtepi 
when  of  cxtraoidinary  amon-it,  are  generally  made  up  by  increased  pinching  and 
privslioii  ;  so  that  the  capital  of  ihe  community  may  not  be,  on  the  whule,  im- 
piircrl,  and  the  prodigal  may  have  had  his  self-indulgence  at  the  expense  not 
of  the  permanent  resources,  l>vi!  of  ihe  temporary  plcoi^ures  and  comforts  of  others- 
t'or  in  every  case  the  community  are  poorer  by  what  any  one  spen  Js,  unless  otliera 
are  in  consequence  led  to  curtail  (;heir  sjiniding.  There  are  yet  other  and  more 
recondite  ways  in  which  the  profusion  of  some  may  bring  abont  its  compensatloQ 
in  the  extra  savings  of  others  ;  but  these  cannot  be  considered  until  that  part  of  the 
Ftmrtb  Book,  which  treats  of  the  limiting  principle  to  the  accuinuEation  of  capital. 
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i  bsaed  Maav  oeaCBfies,  win  ocgunmI  icfMs;  aoae  aadcal  soripRutt 
hne  ensaed  above  two  tliaanad  ycoK ;  ifcft  ^oifc  ptrbiy t  dottble  or 
Oclik  Aai  nmfc.  But  tbfse  vera  •!!;««  dewMad  ta  iimiiiTiw  iJii  use.  If 
wt  cjKapt  bndpBS  md  s^ocsacts^  {lo  wfto^b  siy  mmmbbcs  be  amiM 
tanks  aiM  eBAankmoitSt)  there  are  fev  nwaapes  of  aar  edifice  ^Pfdied 
to  nwiiiMTial  pDiposes  wtncn  vbs  bees  ca  great  CMaKiUB  ;  sDcn  baikiBigs 
do  DM  bold  out  against  wear  aad  tear,  dot  is  k  good  eoopOMy  to  coo- 
straa  tbeoi  of  the  solidity  Dccessary  for  pemoBeDCy.  Capital  is  kept  to 
existence  ftom  age  to  ^e  not  bjr  pcesenaiioo,  but  by  peipenial  repnmuc- 
tioo  :  ever^-  pan  of  it  is  oaed  aad  desiim-ed.  generally  very  sooa  aktt  it  is 
pradtsced,  bai  those  wbocoosaBie  it  are  employed  neafMtme  in  producing 
won.  Tbegiowth  of  capital  t?  similar  to  the  gnwrthcf  population.  E^-eiy 
taAridaalwbo  is  born,  dies,  bat  ia  each  year  the  aanbcr  bore  eitceeds  the 
aomber  wbo  die :  the  populatioa,  therefore,  always  iDcreoses,  ahhongh 
not  one  persoo  of  tbose  composing'  tt  was  alive  until  a  very  recent  date. 

9  7.  This  perpetnal  cOasanipdoa  and  repcodwction  of  capttil  affords  ibe 
explanation  of  what  has  so  onca  excited  vondtt,  the  great  rapidity*  with 
wlitcb  countries  recm-er  from  a  state  of  devastation  ;  fiie  disappearance, 
in  a  short  time,  of  all  traces  of  the  mischiefs  done  by  earthquakes,  floods, 
horricanes,  and  the  ra\-a^e3  of  war.  An  enemy  lays  waste  a  munto'  ^ 
6re  and  sword,  and  destroys  or  carries  away  nearly  all  tbc  ino%-eabIe  wealth 
existing  in  it :  all  the  inhabitants  ate  rained,  and  yet  in  a  few  years  after, 
everything  is  much  as  it  was  before.  This  vis medicnirix mmhinr  has  been  a 
mbject  of  sterile  astonishmmt,  or  Iwis  been  cited  to  exemplify  the  won- 
derfol  strength  of  the  principle  of  savtnfr.  which  ran  repair  such  enormous 
losses  in  so  brief  an  intenaL  There  is  noihinic  at  all  wonderful  in  the 
matter.  What  the  enemy  ha\"e  •  destroyed,  would  hare  been  destroyed 
in  a  little  time  by  the  inbiabiiants  themselves  :  the  wealth  which  they  so 
rapidly  reproduce,  would  ha%-c  needed  to  be  reproduced  and  would  have 
been  reprodu'^cd  in  any  case,  and  probably  in  ns  short  an  interval. 
Nmhirtg  is  changed,  except  that  daring  the  reproduction  they  have  not 
niw  the  advaniajre  of  consuming  what  had  been  produced  previously. 
The  possibility  of  a  rapid  rcfuir  of  their  disasters,  mainly  depends  on 
'her  (he  country  has  been  depopulated.  If  its  effective  population 
iot  been  extirpated  at  the  time,  and  are  not  starved  afterwards ; 
ttfa  the  >ame  skill  and  knowledge  which  tfaey  had  before,  with 


iheii  land  and  its  |>ermanent  improvements  undestroyed,  and  ihe  more 
diir;tble  buildings  probably  unimpaired,  or  only  partially  injured,  ihey 
have  nearly  all  the  requisites  for  their  former  amount  of  production.  If 
there  is  as  much  of  food  left  to  them,  or  of  valuables  to  buy  food, 
as  enables  tbcra  by  any  amount  of  privHtion  lo  remain  alive  and  in 
working  condition,  they  will  in  a  short  iime  have  raised  as  great  a 
produce,  and  acquired  collectively  as  great  wealth  and  as  great  a  capital, 
as  before  ;  by  ihe  mere  continuance  of  that  ordinary  amount  of  cxenlon 
which  they  are  accustomed  to  employ  in  their  occupations.  Nor  docs 
this  evince  any  strength  in  the  priticiple  of  saving,  in  the  popular  sense 
of  the  term,  since  what  takes  place  is  not  intentional  abstinence  but 
involuntary  privation. 

Yet  so  fatal  is  the  habit  of  thinking  ihroygh  the  medium  of  only 
one  set  of  technical  phrases,  and  so  little  reason  have  studious  men 
to  value  themselves  on  being  exempt  from  the  very  same  mental 
infirmiiies  which  beset  the  vulgar,  ihai  this  simple  explanation  was  never 
given  {so  far  as  I  am  aware)  by  any  political  economist  before  Dr. 
Chalmers;  a  writer  many  of  whose  opinions  I  tliink  erroneous,  but  who 
has  alivays  the  merit  of  studying  phenomena  at  first  hand,  and  espressiug: 
them  in  a  language  of  liis  om  n,  which  often  uncavcis  aspects  of  the  truth 
that  the  received  phraseologies  only  tend  to  hide. 

§  8.  The  same  author  carries  out  this  train  of  thought  to  some  im- 
portant conclusions  on  another  closely  connected  subject,  that  of  govem^ 
incnt  loans  for  war  purposes  or  oiher  unproductive  expenditure.  These 
loans,  being  drawn  from  capital  (in  lieu  of  taxes,  which  would  generally 
have  been  paid  from  income,  and  made  up  in  part  or  akoKetiicr  by 
incrensed  economy),  must,  according  to  the  piinciplcs  we  have  laid  down, 
lend  to  impoverish  the  country  :  yet  the  years  in  wbif  h  expenditure  of 
this  sort  has  been  on  the  greatest  scale,  have  often  been  years  of 
great  apparent  prosperity  :  the  wealth  and  resources  of  the  country, 
instead  of  diminishing,  have  given  every  sign  of  rapid  increase  during  the 
process,  and  of  gi-eatly  expanded  dimensions  after  its  close.  This  was 
nfessedly  the  case  with  Great  Britain  during  the  last  Continental  w.ir  j 
d  it  would  take  some  space  to  enumerate  ail  the  unfounded  theories  in 
litical  economy,  to  which  that  fact  gave  rise,  and  to  which  it  secured 
temporary  credence  ;  almost  all  lending  to  exalt  unproductive  ex- 
penditure, at  the  expense  of  ptoduciive.  Without  entering  into  all  the 
causes  which  operated  and  which  commonly  do  operate  to  prevent  these 
traordinar>-  drafts  on  the  productive  resources  of  a  country  from  being 
much  fclt  as  it  might  seem  reasonable  to  expect,  we  will  suppose  the 
St  unfavourable  case  possible :  thai  the  whole  amount  borrowed  and 
(roved  by  the  government,  was  abstracted  by  the  Itfnder  from  a 
uctive  empkiyment  in  which  it  had  actually  been  invested.  The 
tal,  therefore,  of  the  couiitr>-,  is  this  year  diminished  by  so  much., 
unless  the  amount  abstracted  is  something  enormous,  there  is  no 
on  in  the  nature  of  the  case  why  next  year  the  national  capital  should 
he  as  great  as  ever.  The  loan  cannot  have  been  taken  from  that 
rtion  of  the  capital  of  the  country  which  con-'iists  of  tools,  machinery, 
i  buildings.  It  must  have  been  wholly  drawn  from  the  pniiion 
ployed  in  paying  labourers  :  and  the  labourers  will  suffer  accordingly. 
I  if  none  of  them  are  starved  ;  if  their  wages  cm  bear  such  an  .imount 
reduction,  or  if  charity  interposes  between  them  and  absolute  dcstitu- 
tbere  is  no  reason  that  their  labour  should  produce  less  in  the  next 


before.    If  ihcy  prtxiucc  as  much  as  ustmi,  hnvin; 

been  paid  less  by  so  many  millions  sterling,  those  millions  sre  gained  by 
their  employers.  The  breach  made  in  the  capital  of  the  country  is  thus 
instantly  rcpiired,  but  repaired  by  the  priv.itions  and  often  the  real 
misery  of  the  labouring  class.  Here  is  ample  reason  why  such  periods, 
even  m  the  most  unfavourable  circumstances,  may  CAsily  be  times  of 
great  gain  to  those  whose  prosperity  usually  passes,  in  the  estimation  of 
society,  for  national  prosperity.  To  see  the  hideous  wrong  side  of 
the  picture,  we  must  look  beneath. 

This  leads  to  the  vexed  (juestion,  to  which  Dr.  Chnlmers  has  very 
particularly  advened  ;  whether  the  funds  required  by  a  government  for  ex* 
traordinary  unproductive  expenditure,  are  best  raised  by  loans,  tbe 
interest  oiily  being*  provided  by  taxes,  or  whether  taxes  should  be  at  once 
laid  on  to  tlic  whole  amount ;  which  is  called  in  the  financial  vocabulary 
raising  the  wliule  of  the  supplies  within  the  year.  Dr.  Chalmers  is 
strongly  for  the  latter  nielhod.  He  says,  the  common  nntion  is  that 
in  calling  for  the  whole  amount  in  one  year,  you  require  what  is  either 
impossible,  or  very  inconvenient ;  that  the  people  cannot,  without  great 
hardship,  pay  the  whole  at  once  out  of  their  yearly  income  ;  and  that  it  is 
rouch  better  to  require  of  them  a  small  payment  every  year  in  the  shape 
of  interest,  than  so  great  a  sacritice  once  for  all.  To  which  his  answer  is, 
that  the  sacrifice  is  made  et[U.T.lly  in  cither  case.  Whatever  is  spent,  can- 
not but  be  drawn  from  yearly  income.  The  whole  and  every  part  of  the 
wealth  prmluced  in  the  country,  forms,  or  helps  to  form,  the  yearly 
income  of  somebody.  The  privation  which  it  is  supposed  must  result 
from  taking  the  amount  in  the  shnpe  of  taxes,  is  not  avoided  by  taking  it 
in  a  loan.  The  aufiering  is  not  averted,  but  only  thrown  upon  the  labour- 
ing classes,  the  least  able,  and  who  least  ought,  to  bear  it :  while  all  the 
inconveniences,  physical,  mural,  and  political,  produced  by  maintaining 
taxes  for  the  perpetual  payment  of  the  interest,  are  incurred  in  pure  loss. 
Whenever  capital  is  withdrawn  from  production,  or  from  the  fund  des- 
tined for  production,  to  be  lent  to  the  state  and  expended  uriproductively, 
that  whole  sum  is  withheld  from  the  labouring  classes  ;  the  loan,  there- 
fore, is  in  truth  paid  off  the  same  year ;  the  whole  of  the  sacrifice 
necessary  for  paying  it  off  is  actually  made  ;  only  it  is  paid  to  the  wrong 
persuns,  and  therefore  does  not  extinguish  the  claim  ;  and  paid  by  the 
very  worst  of  taxes,  a  tax  exclusively  on  the  labouring  class,  And  after 
having,  in  this  most  painful  and  unjust  of  ways,  gone  through  the  whole 
effort  necessary  for  extingutshing  the  debt,  the  country  remains  charged 
with  it,  and  with  the  payment  of  its  interest  in  perpetuity. 

Tlicsc  views  appear  to  me  strictly  just,  in  so  far  as  the  value  absorbed 
in  loans  would  otherwise  have  been  employed  in  productive  industry 
within  the  country.  The  praciicivl  state  of  the  rase,  however,  seldom 
exactly  corre?;ponds  with  (his  supposition.  The  loans  of  the  less  we.iltliy 
countries  are  made  chiefly  with  foreign  capital,  which  would  not,  perhaps, 
haTi-c  been  brought  in  to  be  invested  on  any  less  security  than  that  of  the 
government :  while  those  of  rich  and  prosperous  countries  arc  generally 
made  not  with  funds  withdrawn  from  productive  employment,  but  with  the 
new  accumulations  constantly  making  from  income,  and  often  with  a 
parr  of  them  which,  if  not  so  taken,  would  have  migrated  to  colonies  or 
<nu^'ht  other  investmcnis  abroad.  In  these  cases  (which  will  be  more 
'icularly  examined  hereafter),*  the  sum  wanted  may  be  obtained 
•  Infra,  book  iv. 


rUT^DA^TEKTAL  PROPOSITIONS  0^  CAPITAL. 

■without  detrinienl  to  ihe  labotirci-s,  or  derangement  of  the  national 
industrj*,  nnd  even  pcrh.ips  nith  an  advanlayc  to  botli,  in  comparison 
wiiK  nrising  the  amount  by  taxation,  since  taxes,  especially  when  licavy,  arc 
almost  always  partly  paid  at  the  expense  of  what  would  otherwise  have  been 
saved  and  added  in  capital.  Moreover,  in  a  country  which  makes 
so  great  yearly  .idditians  to  its  wealth,  that  a  part  can  be  taken  and 
expended  iinproduciively  without  diminishing'  capital,  or  even  preventint,' 
a  considerable  increase,  it  is  evident  that  even  if  the  whole  of  what  is  so 
taken  would  have  become  capital,  and  obtained  employmeot  in  the 
country,  the  eft'ecl  on  the  labouring  classes  is  far  less  prejudicial,  and  the 
case  against  liie  loan  system  much  less  strong",  than  in  the  case  first 
supposed.  Tills  brief  anticipation  of  a  discussion  which  will  find  its 
proper  place  elsewhere,  appeared  necessary  to  prevent  false  inferences 
irom  the  premises  previously  laid  down. 

§  g.  Wc  now  pass  to  a  fourth  fundamental  theorem  respecting  Capital, 
which  is,  perhaps,  ofiener  overlooked  or  misconceived  than  even  any  of 
the  foregoing.  What  supports  and  emplt^s  productive  labour,  is  the 
c.Tpital  expended  in  setting  it  to  u'ork,-HaDd  not  the  demand  of  purchasers 
for  the  nrotUice  of  the  labour  when  completed.  Demand  for  commodities 
is  not  demand  for  labour.  The  demand  for  commodities  determines  in 
what  particular  branch  of  production  the  labour  and  capital  shall  be  em- 
ployed ;  it  detennines  the  lihtction  of  the  labour  ;  but  not  the  more  or 
less  of  the  labour  itself,  or  of  the  maintenance  or  payment  of  the  labour. 
That  depends  on  the  amount  of  the  capital,  or  other  funds  directly  devoted 
to  the  sustenance  and  remuneration  of  labour. 

Suppose,  for  instance,  that  there  is  a  demand  for  velvet  ;  a  fund  ready 
to  be  laid  out  in  buying  velvet,  but  no  capital  to  establish  the  manufacture. 
It  is  of  no  consequence  how  ^reat  the  demand  may  be  ;  unless  capital  ts 
attracted  into  the  occupation,  there  will  be  no  velvet  made,  and  conse- 
quently none  bought  ;  unless,  indeed,  the  desire  of  the  intending  purchaser 
for  it  is  so  strong,  that  he  employs  part  of  the  price  he  would  have  paid 
for  it,  in  making  advances  to  work-people,  that  they  may  employ  them- 
selves in  making-  velvet  ;  that  is,  unless  he  converts  pan  of  his  income 
into  capital,  and  invests  that  capital  in  the  manufacture.  Let  us  now 
reverse  tlic  hypothesis,  and  suppose  that  there  is  plenty  of  capital  ready 
for  making  velvet,  but  no  demand.  Velvet  will  not  be  made  ;  but  there 
is  no  particular  preference  on  the  part  of  capital  for  making  velvet. 
Manufacturers  and  their  labourers  do  not  produce  for  the  pleasure  of  their 
customers,  but  for  the  supply  of  their  own  wants,  and  having  still  the 
capital  and  the  labour  which  are  the  essentials  of  production,  they  can 
cither  produce  something  else  which  is  in  demand,  or  if  there  be  no  other 
demand,  they  ihemselves  have  one,  and  can  produce  the  things  which 
they  want  for  their  own  consumption.  So  that  the  capital  cannot  be 
dispensed  with— the  purchasers  can.  I  am  of  course  not  taking  into  con- 
sideration the  effects  of  a  sudden  change.  If  the  demand  ceases  unex- 
pectedly, after  the  commodity  to  supply  it  is  already  produced,  this 
introduces  a  diflferent  clement  into  the  question  :  the  capital  has  actually 
I>een  consumed  in  producing  something  which  nobody  wanls  or  uses,  and 
it  has  therefore  perished,  and  the  employment  which  it  gave  to  labour  i| 
at  an  end,  not  because  there  is  no  longer  a  demand,  but  because  there  is 
no  longei  a  capital.  This  case  therefore  does  not  test  the  principle.  Th« 
proper  test  is,  to  suppose  that  the  change  is  gradual  and  foreseen,  and  ia 
attended  with  no  waste  of  capital,  the  manufacture  being  discontinued  by 
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merely  not  rcplaciuj,'  ihe  macliincry  as  It  wears  oul,  and  not  rcinvesttog 
»he  money  as  it  conies  in  from  the  sale  of  the  produce.  The  capiul  is 
thus  ready  for  a  new  employment,  in  which  it  will  maintaia  an  much 
labour  as  before.  The  m:\nufaciureL'  and  his  work-people  lose  the  benelil 
of  the  skill  .ind  knowledj^c  which  they  had  acquired  in  (he  panictilar 
business,  and  whicli  can  only  be  parti;Uly  of  use  lo  them  in  any  other; 
and  that  is  tlie  amount  of  loss  lo  the  coimimnity  by  the  thanyc.  But  the 
[ahoLircrs  can  siill  work,  and  the  capital  wliich  previously  employed  them 
will.  eitKer  in  the  same  hands,  or  by  bei%'  lent  to  others,  employ  eilhet 
those  labourers  or  an  equivalent  nambcr  in  some  other  occupation. 

This  truth,  that  purthasiny  produce  is  not  employing  labour ;  that  llie 
demand  for  liibour  ia  constituted  by  the  wu^ei^  which  precede  the  pro- 
duction, and  not  by  the  demand  which  may  exist  for  the  cummoduici 
rcsiilliuj^  fnim  the  production  :  is  a  proposilion  which  greatly  needs  aU 
the  illustratinii  it  can  receive.  It  is,  to  common  apprehension,  a  paradox ; 
and  even  an^ong  poLiiical  economists  of  reputation,  1  can  hardly  point  to 
any,  except  Mr.  KiLardo  and  M.  Say,  who  have  kept  it  constantly  and 
steadily  in  view.  Almost  alt  oltiers  occasionally  exjjress  ihcmselvcs  as  if 
a  person  who  buys  commodiues,  the  produce  of  labour,  was  an  empIo>xr 
of  labour,  and  created  a  demand  for  it  as  really,  and  in  the  same  sense,  as 
if  he  bought  the  labour  itself  directly,  by  the  paymem  of  wages.  It  is  no 
wonder  that  politic.il  economy  advances  slowly,  when  such  a  question  as 
this  still  remains  open  at  its  vei'>'  threshold.  1  am  desirous  of  mipressing 
on  the  reader  thai  a  demand  for  conimrKlitlcs  does  iiol  in  any  manner 
cniisiltutc  a  dcm.ind  fi*r  labour,  but  only  deiennires  Into  a  parlicului 
channel  a  j>oriion,  more  or  less  considerable,  of  the  dem-ind  alrc.idy  exlsr- 
Ing.  Jt  (letennines  that  a  part  of  the  labour  and  cipital  of  the  community 
shall  be  employed  in  producing  certain  ihings  instead  of  other  thiaj^ 
The  demand  for  labour  is  constituted  solely  by  the  funds  directly  set  apart 
for  the  use  of  labourere. 

I'or  the  better  illustration  of  our  principle,  let  us  put  the  following  case. 
A  consumer  may  expend  his  income  either  m  buying  services  or  com- 
inodilles  ;  he  may  employ  part  of  it  In  hirinji'  journeymen  bricklayers  to 
build  a  house,  or  excavators  to  dig  artificial  lakes,  or  labourers  to  make 
plantations  and  layout  pleasure  grounds;  or,  instead  of  this,  he  may 
ex|)eud  the  same  value  in  buying  velvet  and  lace.  The  question  is, 
whether  the  difference  between  these  ttvo  modes  of  cxpendinjv-iiis. income 
alTccts  the  Interest  of  the  labouring  classes,  ll  is  plain  that  in  the  first  of 
the  two  cases  he  employs  hbourers,  who  will  be  oul  of  employment,  or  at 
Icail  out  of  that  employment,  in  the  opposite  case.  IJnt  those  from  whom 
I  differ  say  that  this  is  of  no  conseLpiencc.  because  in  buying  velvet  and 
lace  he  equally  employs  labourers,  namely,  lliose  who  make  the  velvet 
and  lace.  Tliis,  actortling  lo  the  principle  we  laid  down,  is  an  error,  aud 
1  proceed  to  show  still  utore  clearly  that  it  Is  so.  The  consumer  docs  not 
with  his  own  funds  pay  to  the  weavers  and  lacemakeis  their  day's  wages, 
lie  buys  the  finished  commodity,  wliich  has  been  produced  by  labour  and 
capital,  the  labour  not  being  paid  nor  the  capital  furnished  by  him,  hut 
preexisting.  Suppose  tbiit  he  had  been  in  the  habit  of  expending  this 
portion  of  Ills  income  in  hiring  journeymen  bricklayers,  who  kiid  oul  the 
amount  of  Iheir  w.-iges  in  fond  and  clotlilug,  which  were  also  producetl  by 
labour  and  capital.  He,  however,  determines  to  prefer  velvet,  for  which 
he  thus  crcitcs  an  extra  demand.  This  demai^d  cannot  be  satisfied  wltb- 
oui  aa  extra  supply,  nor  can  the  supply  be  produced  without  an  extra 


Capittil  :  where,  then,  is  the  capital  to  come  from?  There  is  nothing  in 
the  consumer's  chanj^c  of  purpusu  which  makes  the  capital  of  ihu  country 
j;teater  liiau  it  otherwise  was.  U  appears,  then,  that  the  increased 
demand  for  velvet  tauld  not  for  the  present  be  supplied,  were  it  not  ihiit 
the  very  circumstance  which  gave  rise  to  it  hns  set  at  Hberiy  a  capital  of 
the  exact  amount  required.  The  very  sum  which  the  consumer  now 
enipIo>"3  in  buying"  velvet,  formerly  passed  into  the  hands  of  journeymen 
bricldaycrs,  who  expended  it  in  food  and  necessaries,  whicli  they  now 
either  go  without,  or  squeeze  by  their  competition  from  the  shares  of 
other  labourers.  Tlie  labour  and  capit.il,  therefore,  which  formerty  pro- 
duced necessaries  fur  the  use  of  ihese  bricklayers  are  deprived  of  their 
market,  and  u'^ust  look  out  for  other  employment ;  and  they  find  it  in 
raakinf^  velvet  for  the  new  demand.  I  do  not  mean  that  the  very  same 
labour  and  capital  which  produce  Uie  necessaries  tuiii  themseUcs  to  pro- 
ducing the  velvet ;  but,  in  some  one  or  other  of  a  hundred  modes,  they 
take  the  place  of  that  which  does.  There  vv.is  capital  in  existence  to  do 
one  of  two  things— to  make  the  velvet,  or  to  produce  necessaries  for  the 
journeymen  bricklayers  ;  but  not  to  do  both.  Jt  was  at  the  option  of  the 
consumer  which  of  the  two  should  happen  ;  and  if  he  chooses  the  velvet, 
they  go  without  the  necessaiieii. 

It  must  not  be  inferred  from  iliis,  that  it  is,  or  that  !  am  bound  to  think 
it,  advantageous  to  the  labouring  class,  that  consumers  should  expend 
their  income  in  services,  rather  than  in  commodities.  The  difference 
does  not  lie  there,  but  in  their  employing  it  or  not  in  the  direct  payment 
or  maintenance  of  labour,  without  the  intervention  of  another  capital 
The  detriment  to  the  labourers  would  have  been  the  same  if  the  consumer 
had  persisted  in  building  a  house,  but  instead  of  cngagin^^  labourers 
himself  and  paying  ihem,  had  given  an  order  to  a  builder,  and  settled  the 
account  after  the  work  was  finished,  keeping  the  money  in  the  meanwhile 
unemployed.  For  in  this  manner  of  proceeding,  the  consumer  no  longer 
him-self  maintains  the  labour,  but  attracts  the  capital  of  another  person 
bam  some  other  place  or  occupation  to  do  it,  and  thcieforc  does  not  open 
a  new  employment  for  labour,  out  merely  changes  the  cotirse  of  an  existing 
eniploymcnt. 

The  preceding  explanations  having  been  found  insuflicicnt  by  some 
readers.  I  shall  endeavour  to  carry  them  along  with  me  in  a  difTcrcnC 
mnde  of  stating  the  argument. 

Suppose  that  a  rich  individual.  A,  expends  a  certain  amount  daily  in 
wages  or  alms,  which,  as  soon  as  received,  is  expended  and  consumed,  in 
the  form  of  coarse  food,  by  the  receivers.  A  dies,  leaving  his  properly  to 
It,  who  discontinues  this  item  of  exiJcndiLure,  and  expends  in  lieu  of  it  Ihc 
same  sum  each  day  in  delicacies  for  his  own  lable.  I  have  chosen  this 
illustration,  in  order  that  the  two  cases  may  he  sinii!.T.i'  in  all  their 
circumstances,  except  that  which  is  the  subject  of  comparison.  In  order 
not  to  obscure  the  essential  facts  of  the  case  by  e-xhibiting  tJiem  through 
the  hazy  medium  of  a  money  transaction,  let  us  further  suppose  tEiat  A, 
and  B  after  him,  are  landlords  of  the  esute  on  which  both  the  food 
^^Bnsunied  by  the  recipients  of  As  disbursements,  and  the  articles  of 
^Hpiries  supplied  for  IVs  table,  are  produced  ;  and  th.it  their  rent  is  paid 
^^Blhem  iu  kmd,  they  giving  previous  notice  what  description  of  produce 
^^ney  shall  require.  The  question  is,  whether  B's  expenditure  gives 
^%  much  employment  or  as  much  food  to  his  poorer  neighbours  as  A's 
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From  tlic  case  as  stated,  it  seems  to  fnllow,  (hat  wliile  A  lived,  lliat 
portiun  of  his  income  which  he  cxoendcU  in  wages  or  alnis,  would  be 
drauti  by  him  from  the  farm  in  the  &nape  of  food  for  labourers,  and  would 
be  used  as  Mtch  ;  while  B.  who  came  after  him,  would  require,  instead  of 
this,  an  equivalent  value  in  exijcnsive  articles  of  food,  to  be  consumed  lO 
his  own  household  :  that  the  farmer,  therefore,  would,  under  B's  regime, 
produce  that  much  less  of  ordinar>*  food,  and  more  of  expensive  delicacies, 
for  each  day  of  the  year,  than  was  produced  in  A's  time,  and  thai  there 
would  be  thai  amount  less  of  food  shared,  throughout  the  >'car,  among 
the  labouring  and  poorer  classes.  This  is  what  would  be  conformable  to 
our  fourth  iheoreni.  Tliose  who  think  differently,  must,  on  the  other 
hand,  suppose  that  ihe  luxuries  required  by  ]J  would  be  produced,  not 
instead  of,  but  in  addition  to,  the  food  previously  supplied  to  A's  labourers, 
and  that  the  aggregate  pruduce  of  the  country  would  be  increased  in 
amount.  But  ivlieii  it  Is  asked  how  this  double  production  would  be 
effected  — how  the  farmer,  whose  capital  and  labour  were  nlrcady  fully 
employed,  would  be  enabled  to  supply  the  new  wants  of  B,  without 
producing  less  of  other  things;  the  only  mode  which  presents  itself  is 
that  he  should  /W/  produce  the  food,  and  then,  giving  that  food  to  the 
labourers  whom  A  formerly  fed,  should  by  means  of  their  labour  produce 
the  luxuries  wanted  by  B,  This,  accordingly,  when  the  objectors  arc  hard 
pressed,  .inpears  to  be  really  their  meaning.  But  it  is  an  obvious  answer, 
that  on  this  supposition,  U  must  wait  for  his  luxuries  till  the  second  >'ear, 
and  they  are  wanted  this  year.  IJy  the  original  hypothesis,  he  consumes 
his  luxurious  dinner  day  by  day,  p<tri  p<issu  with  the  rations  of  bread  and 

fjotatocs  formerly  served  out  by  A  to  his  labourers.  There  is  not  time  to 
eed  the  labourers  iirsi,  and  supply  B  afterwards  ;  he  and  they  cannot 
both  have  their  wants  administered  to :  he  can  only  satisfy  his  own 
demand  for  commodities,  by  leaving  as  much  of  theirs,  as  was  formerly 
supplied  fiom  that  fund,  unsatisfied. 

It  may,  indeed,  be  rej\iino:d  by  an  objector,  that  since,  on  the  present 
showing,  time  is  the  only  thing  wanting  to  render  the  expenditure  of  B 
consistent  with  as  large  an  employment  to  labour  as  Avas  given  by  A,  why 
may  we  not  5iqj])ti5c  thai  It  postpones  his  increased  consumption  erf 
personal  luxuries  until  they  can  be  furnished  to  him  by  the  labour  of  the 
persons  whom  A  employed?  In  that  case,  it  may  be  said,  be  would 
employ  and  feed  as  much  labour  as  his  predecessors.  UndoublctUy  he 
would  ;  but  why  ?  Because  his  income  would  be  expended  in  exactly  the 
same  manner  as  his  predecessor's  ;  it  would  be  expended  in  wages.  A 
reserved  from  hJs  personal  consumption  a  fund  which  he  paid  away 
directly  to  labourers  ;  B  does  the  same,  only  instead  of  paying  it  to  them 
himself,  lie  leaves  it  in  the  hands  of  the  farmer»  who  pnys  it  to  them  for 
him.  On  this  supposition,  B,  in  the  first  year,  riicilher  expending  the 
amount,  as  far  as  be  is  personally  concerned,  in  A's  manner  nor  in  his 
own,  really  saves  that  portion  of  liis  income,  and  lends  it  to  the  farmer. 
And  if,  in  subsequent  years,  confining  himself  within  the  year's  income, 
he  leaves  the  farmer  in  arrears  to  that  amount,  it  becomes  an  additional 
capital  with  which  the  farmer  may  permanently  employ  and  feed  A's 
!al>ourcrs.  Nobody  pretends  that  such  a  change  as  this,  a  diange 
from  spending  an  income  in  wages  of  labour,  to  saving  it  for  invesi- 
-• ^nt,  deprives  any  labourers  of  employment.  What  is  affirmed  to 
that  effect  is,  the  change  from  hiring  labourers  to  buying  commo- 
for  personal  use ;  as  represented  by  our  original  hypothesis. 
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In  D*jr  illustration  we  have  supposed  no  buyingr  or  selling,  or  us<j  of 
lOiiey.  But  the  case  as  wc  have  put  it,  corresponds  with  actual  fact  in 
cvcr>'ihirtg-  cxrept  the  details  of  the  mechanism.  The  whole  of  any 
country  is  viitually  a  single  farm  and  inanufactorj',  from  which  every 
member  of  the  cotnmunily  draws  5iis  appointed  share  of  the  produce, 
having  a  certain  number  of  counters,  called  pounds  sterling,  put  into  his 
hands,  which,  at  his  convenience,  he  brings  back  and  exchanges  for  such 
goods  as  he  prefers,  up  to  the  limit  of  the  amount.  He  does  not,  as  in 
our  supposititious  case,  give  notice  beforehand  what  things  he  shall 
require  ;  but  the  dealers  and  producers  are  quite  capable  of  tinding  it  out 
"ly  ubservatlon,  and  any  change  in  the  demand  is  promptly  followed  by 
adaptation  of  the  supply  to  it.  If  a  consumer  changes  from  paying 
,wny  a  part  of  his  income  in  wages,  to  spending  it  that  same  day  (not 
some  subsequent  and  distant  day)  in  things  for  his  own  consumption,  and 
perseveres  in  this  altered  practice  until  production  has  had  time  to  adapt 
itself  to  the  alteration  of  demand,  there  will  from  that  time  be  less  food 
and  other  articles  for  the  use  of  labourers,  produced  in  tlie  country,  by 
exactly  the  value  of  the  extra  luxuries  now  demanded  ;  and  the  labourers, 
as  a  class,  will  be  worse  off  by  that  precise  amount. 

Thus,  in  whatever  manner  the  question  is  slated,  we  are  brought  back 
to  the  conclLision,  that  a  demand  delayed  until  the  work  is  completed,  and 
furnishing  no  advances,  but  only  reimbursing  advances  made  by  others, 
contributes  nothing  to  tbe  demand  for  labour  ;  and  that  what  is  so 
i  expended,  is,  in  all  its  effccls,  so  far  as  regards  the  employment  of 
the  labouring  class,  a  mere  nullity  :  it  does  not  and  cannot  cieale  any 
employment  except  at  the  expense  of  other  employment  which  existed 
,      belorc.* 

The  error,  nevertheless,  is  a  most  natural  one,  and  has  first  appear- 
ances strongly  on  its  side     Although  a  demand  for  velvet  does  nothing 
more  in  regard  to  the  employment   for  labour  and   capital,  than  to 
determine  so  much  of  the  employment  that  already  existed,  into  that 
particular  channel  instead  of  any  other  ;  sliU,  to  the  producers  already 
engaged  in  the  velvet  manufacture,  and  not  intending  to  quit,  this  is  of 
I      llie  utmost  importance.    To  ihcm,  a  falling  off  in  the  demand  is  a  real 
■U)55,  and  one  which,  even  if  none  of  their  goods  finally  perish  unsold,  may 
^^BDunt  to  any  height,  up  to  that  which  would  make  them  choose,  as  the 
^^Bnalicr  evil,  to  retire  from  the  business.    On  the  contrary,  a.n  increased 
^^■emand  enables  them  to  extend  their  transactions— to  make  a.  profit  upon 
^^B  larger  capital,  if  they  have  it,  or  can  borrow  it  j  and,  turning  over  their 

^^"  *  The  Brnunils  of  a  proposition,  when  well  understood,  usually  give  a  tolerslile 
in^licntion  of  the  limitations  of  it.     There  is  a  casfi  in  which  a  demiind  for  com- 
ities may  create  employment  for  labour,  lumely,  when  the  labourer  is  alrea.ciy 
,  williDut  being  fully  employed.     Work  which  can  be  done  in  the  spnrc  hours 
persons  subsistci!  from  sonic  other  source,  can  (aswc  before  temarkeJ)  beunder- 
en  without  withdrawing  capital  from  other  occupations,  beyoud  ihe  amount 
en  very  small)  rcrjuired  to  re^iay  tlic  expense  of  toolis  and  material.      The 
ioa  of  our  principle  thus  failirg.  the  principle  itself  fails,  and  employment  of 
is  kind  iii.iy,  by  the  s.|niiigirtg  up  of  a  demaiiJ  for  the  comiiiiHlity,  be  called  into 
'sicnce  without  dcnriving  lalroiir   of  an  equivalent  anioimt  of  employment  in 
Jlbcr  quarter.     The  dctnand  docs  nol,  even  in  this  cascj  operate  on  labour  any 
_    crwise  than  through  the  tnnliutn  of  an  eiiisting  ca|.iital,  bul  it  alTurtls  an  iailuce- 
Blent  which  causes  that  capital  to  set  in  motion  n  grefttet  amotint  of  labour  than  it 
did  before. 


capital  more  rapidly,  they  will  employ  their  labourers  ttiot«  constantly,  or 
employ  a  greater  numljer  than  before.  So  that  an  increa^iefl  demand  for 
it  rommodity  does  le.illy,  in  the  particular  dcpanmcnr,  often  raiise  a 
gfrcaier  employment  to  be  jjivcn  to  labour  by  tiic  same  capital.  The 
misiaUc  lies  in  not  perceiving  that  in  the  cases  supposed,  this  advantazfl 
ia  given  to  labour  and  capMtal  in  one  department,  only  by  being  witn- 
tlrawn  from  anolhcr  ;  and  that  when  the  chan!,'c  has  produced  its  natural 
cfTecC  of  attraciing  into  the  eni|>loynient  additional  capital  propoitional  to 
the  increased  demand,  the  advantage  itself  ceases. 

The  demand  for  commodities  is  a  consideration  of  importance  rather 
in  the  theory  of  exchange,  than  in  that  of  production.  Lookinff  at  thin^ 
in  the  ajfgregate,  and  pcnnnnently,  the  rcmtmcration  of  the  producer  18 
derived  from  the  prMiiciivc  power  of  his  own  capital.  The  sale  of  the 
produce  for  money,  and  the  subsequent  exjjcnditure  of  the  money  in 
huyingr  other  commodities,  are  a  mere  exchange  of  equivalent  values,  for 
mutual  accommodation.  It  is  true,  that  the  division  of  employments 
being  one  of  the  principal  means  of  increasing  the  productive  pontr  of 
labour,  the  power  of  cxchanf,'inK  gives  rise  lo  a  great  increase  of  the 
produce  ;  but  even  thL-n  it  is  production,  not  exchange,  which  remunerates 
labour  and  capital.  We  cannot  too  strictly  represent  to  oui-selvcs  the 
operation  of  exrhange,  whether  conducted  by  barter  or  througlj  the 
medium  of  money,  as  the  mem  mcrhanism  by  which  each  person 
transforms  the  remuneration  of  liia  labour  or  of  his  capital  into  the 
particular  shape  in  which  it  is  most  convenient  w  him  to  possess  it;  btit 
m  no  wise  the  source  of  ihc  rcmuncralion  itself 

§  lo.  The  preceding  principles  demonstrate  the  fjdl.tcj-of  many  popular 
arguments  and  doctrines  which  are  continually  repiuducing  themselves  in 
new  forms.  For  example,  it  lias  been  contended,  and  by  some  from 
•whom  better  things  might  have  been  cKpccred,  thai  the  argument  for  the 
income  tax,  grounded  on  its  falling  on  the  higher  and  middle  classes  only, 
and  sparing  the  poor,  is  an  error ;  some  have  gone  so  far  as  to  say,  an 
imposture  :  because  in  making  from  the  rich  what  they  would  have 
expended  among  the  poor,  the  tax  irijiires  the  poor  as  much  ns  if  it  hnd 
been  directly  levied  from  them.  Of  this  doctrine  we  now  know  what  to 
think.  So  far,  indeed,  .is  what  is  taken  from  the  rich  in  taxes,  would,  if 
not  so  taken,  have  liccn  saved  and  converted  into  capital,  or  even 
expended  in  the  maintenance  and  M-agcs  of  servants  or  of  any  class  of 
unproductive  labourers,  to  that  extent  the  demand  for  labour  is  no  doubt 
diminished,  and  the  poor  injuriously  aficctctl,  by  any  lax  on  the  rich  ; 
and  as  these  effecls  are  almost  aUv.iys  produced  in  a  greaitT  or  less 
degree-,  it  is  impossible  so  to  tax  the  rich  as  that  no  povtinn  whatever  of 
the  tax  can  fall  on  the  poor.  But  even  here  the  question  arises,  whether 
the  government,  after  receiving  the  amount,  will  not  lay  out  as  great  a 
portion  of  it  in  the  direct  punrhase  nf  labour,  as  the  taxpayers  would  have 
done.  In  regard  to  nil  that  portion  of  the  tax,  which,  if  not  paid  lo 
the  government,  would  have  been  consumed  in  the  form  of  commodities 
(or  even  expended  in  ser\'ices  if  the  payment  has  been  advanced  by  a 
capitalist),  this,  according  to  the  principles  we  have  investigated,  falls 
definitely  on  the  rich,  and  not  at  all  on  the  poor.  There  is  exactly  the 
saitie  demand  for  labour,  so  far  as  this  ])ortion  is  concerned,  after  the  tax, 
as  before  it.  The  capital  which  hitherto  employed  the  labourers  of  the 
country,  remains,  and  is  still  capable  of  employing  the  same  number. 
There  is  the  same  amount  of  produce  paid  in  w.iges,  cr  allotted  to  defray 
s/je  feeding  and  dolhing  of  labourers. 


FUNDAMENTAL  I'ROPOSlTlOffS  OaV  CAPITAL. 

If  those  against  wljom  I  am  now  contending-  were  in  the  ris^hl,  il  would 
be  impossible  to  taxanybotlyexcept  the  poor.  If  it  istaxinij  the  labourers, 
to  tax  what  is  laid  out  in  the  produce  of  labour,  the  hibounng  classes  pay 
all  the  taxes.  The  same  argument,  hnwevcr,  equally  proves,  that  il  is  im- 
possible to  tax  the  labourers  at  all  ;  since  the  tax,  beitiy  laid  out  either  in 
labour  or  iti  commodities,  comes  all  back  to  them  ;  so  that  taxation  has 
the  singular  property  of  failing  on  nol-oriy.  t_>n  the  same  showing,  it 
would  do  the  labourers  no  hanii  to  take  from  them  all  tliey  have,  and  dis- 
tribute it  among  the  other  members  of  llie  coimnutiiiy.  It  would  all  be 
"spent  among  Ihcm,"which  on  this  Ihenr^comes  to  thesame  thing.  The 
error  is  produced  by  not  looking  directly  at  the  realities  of  the  pheno- 
mena, but  attending  only  to  the  outward  mechanism  of  paying-  and 
spending.  If  wc  look  .it  the  effects  produced  not  on  the  money,  which 
merely  changes  hands,  but  on  the  commodities  ivhich  arc  used  and  con- 
sumed, we  see  that,  in  consequence  of  the  iucome-tax,  the  classes  who 
I  pay  it  do  really  diminish  their  consumption.  Exactly  so  far  as  they  do 
this,  they  are  the  persons  on  whom  the  tax  falls.  It  is  defrayed  out  of 
what  they  would  othenvise  have  used  and  enjoyed.  So  far,  on  the  other 
hand,  as  the  burthen  fails,  not  on  what  tliey  would  ha\e  consumed,  but 
on  what  they  would  have  saved  to  maintain  production,  or  spent  in  main- 
tain ing  or  paying  unproductive  labouicrs,  to  llmt  ejcten:  the  tax  forms  a 
deduction  from  what  would  have  been  used  and  enjoyed  by  the  labouring 
classes,  liut  if  the  governutent,  as  is  prolxibly  the  ftict,  expends  fully  as 
much  of  the  amount  as  the  tax-payers  would  h.ive  done  in  the  direct  em- 
ployment of  labour,  as  in  hiring  sailors,  soldiers,  and  policemen,  or  in 
ttaying  off  debt,  by  which  last  operation  it  even  increases  <;apital  ;  ilie 
labouring  classes  not  only  ilo  not  lose  any  employment  by  the  ta\,  but 
may  possibly  gain  some,  and  the  whole  .of  the  t;i.x  falls  exclusively  where 
it  was  intended. 

All  that  portion  of  the  produce  of  the  country  whiLh  any  one  actually 
and  literally  consumes  fur  hi*,  own  use,  does  not  contribute  in  the  smallest 
dej^ree  to  'he  mainteiinnce  of  labour.  No  one  is  benefited  by  mere  coii- 
sumplion,  except  the  person  who  consumes.  And  a  person  cannot  both 
consume  his  income  himself,  and  make  it  over  to  be  consumed  by  others. 
Taking  away  a  certain  portion  by  ta.\ation  cannot  deprive  both  him  and 
them  of  it,  but  only  him  or  them.  To  know  which  is  the  sulTerer,  we 
must  understand  whose  con  sum  pi  ion  will  have  in  be  rclrcnched  in  con- 
sequence ;  this,  whoever  il  be,  is  the  person  on  whom  the  tax  really  fells, 

^^^^  ON  ClRCUL,\TiNG   AND   FIXED  C.\PITAL. 

^F§  r.  To  complete  our  explanations  on  the  subject  of  capital,  it  is  neces- 
sary to  say  something  of  the  two  spccies^  into  which  it  is  usually  divided. 
'ITic  distinction  is  very  nhvious,  and  though  not  named,  has  been  often 
adverted  to,  in  the  two  preceding  chapters  :  but  it  is  now  proper  to  define 
it  accurately,  and  to  point  out  a  few  of  its  consequences. 

Of  the  capital  engaged  in  the  production  of  any  commodity,  there  is  a 
pail  which,  after  being  once  used,  exists  no  longer  as  capital ;  is  no  longer 
capable  of  rendering  iicn-ice  to  prnduction,  or  at  least  not  the  same 
ICnicc,  or  to  the  same  sort  of  production.    Such,  for  exanipte,  is  thg 
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IKirtion  of  dapiiHl  wliicl)  consists  of  m.iteriiils.  The  lallow  and  alkali  of 
which  soap  is  made,  once  used  in  the  manufacture,  are  deslroyed  as 
alkali  and  tnllow  ;  and  cannot  be  employed  any  further  in  the  soap  manu- 
facture, although,  in  their  iiltercd  conditior,  as  soap,  ihey  are  capable  of 
hein^'  used  as  a  material  or  an  instruuieut  in  other  branches  of  manu* 
facture.  In  U»e  same  division  must  be  placed  ilie  portion  of  capital  which 
ii  paid  as  the  wajjes,  or  consumed  as  the  subsistence,  of  labourers.  That 
piirt  of  the  capital  of  a  cotton  spinner  which  he  pays  away  to  his  work- 
peopJe,  once  so  paid,  exists  no  longer  as  his  capital,  or  as  a  cotton  spinner's 
capital :  such  portion  of  it  as  the  workmen  consume,  no  longer  exists  as 
capital  at  all  :  even  if  they  save  any  part,  it  exists  not  as  the  same  but  as 
a  fresh  capital,  the  result  of  a  second  act  of  accuinulaiion.  Capital  which 
.in  this  manner  fulfils  tlie  whole  of  its  ofTice  in  the  production  in  which  it 
lis  enjiaiied,  by  a  single  use,  is  called  CijTuIaiing  _Ca4iilaL  ^'"^  term, 
which  is  not  very  appropriate,  is  derived  from  the  circun\siance,  that  this 
portion  of  capita!  rcijuircs  to  be  constantly  renewed  by  the  sale  of  the 
finished  product,  and  when  renewed  is  iieipetu-tlly  parted  with  in  buyiii(r 
(materials  and  payin^^  wages  ;  so  that  it  does  its  work,  not  by  being  kept, 
^but  by  changing  hands. 
■-  Another  large  portion  of  capital,  however,  consists  in  instruments  of 
production,  of  a  more  or  less  permanent  character  ;  which  produce  their 
effect  not  by  being  parted  with,  but  by  being  kept ;  and  the  efficacy  of 
which  is  not  exhausted  by  a  single  use.  To  this  belong  buildings, 
machinery,  and  all  or  most  things  kiiown  by  the  name  of  implements  or 
tools.  The  durability  of  some  of  these  is  considerable,  and  their  function 
as  productive  instruments  is  piolongcd  thronyh  many  repetitions  of  the 
productive  operation.  In  this  class  inust  likewise  be  included  capital 
sunk  (as  the  expression  is)  in  permanent  impixivenients  of  land,  iio 
also  the  capital  expended  once  for  :ilt,  in  the  conimencenieiit  of  an  under- 
taking, to  prepare  the  «-ay  for  subsequent  opeiaiions  :  the  expense  of 
opening  a  mine,  for  example  ;  of  cutting  canals,  of  making  roads  or 
docks.  Uthcr  examples  might  be  added,  but  these  arc  sufficient.  Capital 
[which  exists  in  any  of  these  durable  shapes,  and  the  return  to  which  is 
[spread  over  a  period  of  corresponding  duration,  is  cidled  Fjxcd  CaffifiL 

Of  fixed  capital,  some  kinds  require  to  be  occasionally  or  penodically 
renewed.  Such  are  al!  implements  and  buildings;  they  require,  at 
intervals,  partial  renewal  by  mcins  of  repains,  and  are  at  last  entirely 
worn  out,  and  cannot  be  of  any  fuuher  service  as  buildings  and  implc- 
mcntb,  but  fall  back  into  the  class  of  materials.  In  other  cases,  tlie 
ut]iital  d^ics  not,  unless  as  a  consequence  of  some  unusual  accident, 
jeqiiire  entire  renewal  ;  but  tlicre  Is  always  some  outlay  needed,  cither 
icgnlarly  or  ,Tt  Icist  occ.isionally,  to  keep  it  up,  A  dock  or  a  canal,  once 
made,  dvies  not  require,  like  a  machine,  to  be  made  again,  unless  purposely 
destroyed,  or  unless  an  earthquake  or  some  similar  catastrophe  has  filled 
it  up  :  but  regular  and  frequent  outlays  are  nccessar)-  to  keep  it  in  repair. 
Tfie  cost  of  opetiiiiy  a  mine  needs  not  be  incurred  a  second  time  ;  but 
tmless  some  one  goes  to  the  expense  nf  keepintj  the  mine  clear  of  water, 
it  is  soon  rendered  useless.  The  most  permanent  of  all  kinds  of  fixed 
capital  is  that  employed  In  giving  increased  productiveness  in  a  natural 
atjenl,  such  as  land.  The  draining  of  marshy  or  inundated  inicls  like  the 
Hcdford  Level,  the  rechiiming  of  land  from  the  sea,  or  its  protection  by 
embaiikmenls,  are  improvements  calculated  for  perpetuity;  but  drains 
and  dykes  require  frequent  repairs.     'I'he  saine  character  t)f  i>crpetuity 


long^  to  the  improvement  of  land  by  subsoil  draining,  which  adds  so 
muLh  lo  the  pruductiveness  of  the  tiay  soils  ;  or  by  peniiancnt  luaiuiies, 
thai  is,  by  the  addiuon  lo  the  soil,  not  of  the  substances  which  enter  into 
the  composition  of  vegetables, 'and  which  nre  therefore  consumed  by 
vefjeiation,  but  of  those  which  merely  alter  the  relation  of  the  soil  to  air 
a  id  water ;  as  sand  and  lime  on  the  heavy  soils,  clay  and  marl  on  the 
liyht.  Even  such  works,  hawever,  rec^uire  some,  though  it  may  be  very 
liule,  occasional  ojtlay  lo  maintain  their  full  effect. 

These  improvements,  however,  by  the  very  fact  of  their  dcser\ing'  that 
title,  produce  an  increase  of  return,  which,  after  defraying  all  expenditure 
neces5ar>'  for  keeping  them  i]|>,  still  leaves  a  surplus.  This  surplus  forms 
the  return  to  the  capital  sunk  in  the  first  instance,  and  that  return  docs 
not,  as  in  the  case  of  inadiinerj',  terminate  by  the  wearing  out  of  the 
machine,  but  continues  for  ever.  The  land,  thus  increased  in  productive- 
ness, bears  a  value  in  the  market,  proportional  lo  the  increase  :  and 
henre  it  is  usual  to  consider  the  capital  which  was  inixsted,  or  simk,  in 
making  the  improvement,  as  still  existing'  in  the  increased  value  of  the 
^land.  There  must  be  no  mistake,  however.  The  capital,  like  all  other 
'capital,  has  been  consumed.  It  was  consumed  in  maintaining  the 
'labourers  who  executed  tJie  improvement,  and  in  the  wear  and  tear  of  the 
tools  by  which  they  were  assi:^ted.  Uut  it  was  consumed  proiluctively, 
and  has  left  a  permanent  result  in  the  improved  productiveness  of  an 
appropriated  natural  agent,  the  b-md.  We  may  call  the  increased  produce 
the  joint  result  of  the  land  and  of  a  capital  iixed  in  the  land.  But  as  the 
capital,  having  in  reality  been  consumed,  cannot  be  withdrawn,  its  pro- 
ductiveness is  ibenceforih  indissolubly  blended  with  that  arising  from  the 
original  qualities  of  the  soil  ;  and  the  remuneration  for  the  use  of  it  thence- 
forth depends,  not  upon  the  lavs-s  which  govern  the  returns  to  labour  and 
capital,  but  upon  those  which  govern  the  recompense  for  natural  agents. 
What  these  are,  we  shall  see  hereafter.*' 

§2,  There  is  a  great  difference  between  the  effects  of  circulating  and 
those  of  fixed  capital,  on  the  amount  of  the  gross  produce  of  the  country. 
Circulating  capital  being  destroyed  as  such,  or  at  any  rate  finally  lost  to 
the  owner,  by  a  single  use  ;  and  the  product  resulting  from  that  one  use 
bcin^  the  only  source  from  wbi<li  the  owner  can  replace  the  capital,  or 
obtam  remuneration  for  its  productive  employment  ;  the  product  must  of 
course  be  suRicient  for  those  purposes,  or  m  other  wards,  the  lesull  of  a 
single  use  must  be  a  leproduction  equal  to  the  whole  amoiinl  of  the 
circulating  capital  used,  and  a  profit  besides.  This,  however,  is  by  no 
means  necessary  in  the  case  of  fixed  capital.  Since  machincrj*,  for 
example,  is  not  wholly  consumed  by  ore  use,  it  is  not  necessary  that  it 
should  be  wholly  replaced  from  the  product  of  that  use.  The  machine 
answers  the  purpose  of  its  owner  if  it  brings  in,  during  each  interval  of 
time,  enough  to  cover  the  expense  of  repairs,  and  the  deterioration  in 
value  which  the  machine  has  sustained  during  the  same  time,  with  a 
surplus  sufficient  to  yield  the  ordinary  profit  on  the  entire  value  of  the 
machine. 

From  this  it  follows  that  all  increase  of  fixed  capital  when  taking  place 
the  expense  of  circulating,  must  be.  at  least  temporarily',  prejudicial  to 
Ic  interests  of  the  labourers.     This  is  true,  not  of  machinery  alone,  but 
of  ftll  improvements  by  which  capital    is  sunk  ;  tliat  is,  rendered  pcr- 
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mancntly  incapable  of  being  applied  to  the  maintenance  and  remuneration 
of  labour.  Suppose  ihai  a  person  farms  his  own  land,  with  a  capital  of 
two  thousand  quarters  of  corn,  employed  in  niainiaininy  labourers  durinp^ 
one  year  (for  simplicity  we  omit  the  consideration  of  seed  and  tools), 
whose  labour  produces  him  annually  two  thou^iand  four  hundred  quarters, 
being  a  profit  of  twenty  per  cent.  This  profit  we  shall  suppose  that  he 
annually  consumes,  carrying-  on  his  operations  from  year  to  year  on  the 
ori^'inal  capital  of  two  thousand  quarters.  I,et  us  now  5Uppcse  that  by 
the  expenditure  of  half  liis  capital  he  effects  a  pennancnt  improvement  of 
hi*  land,  which  is  executed  by  half  hts  labourer?,  and  occupies  them  for  h 
year,  after  which  he  will  only  rf^qnire,  for  the  elTectnal  cultivation  of  his 
land,  half  as  many  labourers  as  before.  The  remainder  of  his  capital  he 
employs  as  usnal.  In  the  first  year  there  is  no  difference  in  the  condition 
of  the  labourers,  except  thai  part  of  them  have  received  the  same  pay  for 
an  operation  on  the  land,  wliich  they  previously  obtained  for  plougliinjf, 
sowiin;,  and  reaping.  At  the  end  of  the  year,  however,  the  improver  has 
not  as  before  a  capital  of  two  thmi^nd  quarters  of  corn.  Only  one 
thous.ind  quarters  of  his  capital  have  been  reproduced  in  the  usual  way  : 
he  has  now  only  those  thousand  quarters  and  his  improvement.  He  will 
employ,  in  the  next  and  in  each  following'  year,  only  half  the  number  of 
labourers,  and  will  divide  among'  (hem  only  half  the  former  quantity  of 
subsistence.  The  loss  will  soon  be  made  up  to  theirv  if  the  improved  land, 
with  the  diminished  qtianlity  of  labour,  produces  two  thousand  four 
hundred  quarters  as  before,  because  so  enormous  .^n  accession  of  gain 
will  probably  induce  the  improver  to  save  a  part,  add  it  to  hts  capital,  and 
become  a  lar^'er  employer  of  labour.  But  it  is  conceivable  that  this  may 
not  be  the  case ;  for  (supposing,  as  we  may  do,  that  the  improvement 
will  last  indefinitely,  without  any  outlay  worth  mentioning  to  keep  it  up) 
the  improver  will  have  yained  hiryely  by  his  iin|Jrovement  if  the  land  now 
yieldi,  mil  two  ilioiis;uid  four  Inuidred,  bm  one  thousand  five  hundred 
quarters  ;  since  this  will  replace  the  one  thousand  quarters  fonning  his 
picscnt  circulating  capiial,  with  a  profit  of  iwcnty-iive  per  cent,  (instead 
of  twenty  as  before)  on  the  whole  capital,  fixed  and  circulating  together. 
The  iinprovemcni.  therefore,  may  be  a  very  profitable  one  to  him,  and  yet 
^•cry  injurious  to  the  labourers. 

Tlte  supposiliun,  in  the  terms  in  wliich  it  has  beer  slated,  is  purely 
ideal  ;  or  at  most  applicable  only  to  such  a  case  as  that  of  the  convei  &ion 
of  arable  land  into  pasture,  which,  thougrh  formerly  a  common  practice, 
is  regarded  by  modern  agriculturists  as  the  reverse  of  an  improvement. 
The  effect  of  the  ngricultumi  improvements  of  the  present  day  (of  those, 
iit  least,  which  operate  on  the  soil  itself^,*  is  to  increase,  not  to  diminish, 
the  gross  produce.  Hut  this  does  not  affect  the  substance  of  the  argu- 
ment. .Suppose  that  the  improvement  does  not  operate  in  the  manner 
supposed — does  not  enable  a  part  of  the  labour  previously  employed  on 
the  land  to  be  dispensed  with— but  only  enables  the  same  labour  to  raise 
a  greater  produce.  Suppose,  too,  that  the  greater  produce,  which  by 
means  of  the  improvement  can  be  raiser!  from  the  soil  with  the  same 
labour,  is  all  wanted,  and  will  find  purchasers.  Tlie  improver  will  in 
that  case  require  the  same  number  of  labourers  as  before,  at  the  same 
wages.    But  where  will  he  find  the  means  of  paying  them  ?    He  has  no 

*  For  the  distinctioa  between  thssc  and  the  other  kind  of  improvcmcnls,  which 
do  not  lake  ctTect  uiion  the  .'.oil  itself,  Inil  upon  the  operation  of  cultiv.i1ing  It,  Bce 
infra,  ch.tp.  xVu  of  the  ptesctit  Ijookj  $  3. 


longer  his  original  capital  uf  Iwo  ihousaud  qunrters  disposable  for  the 
purpose.  One  thousaad  of  llicm  are  !c3l  and  gone — consiiiiied  in  n^aklne 
the  improvement.  If  he  is  to  employ  .is  many  labourers  as  before,  ana 
pay  tliem  as  hij'hiy,  he  must  borrow,  or  obiain  from  some  oibcr  source, 
a  thousand  quarters  la  supply  the  deficit.  Hut  these  thousand  quaners 
already  mairtaincd.  or  were  destined  to  maintain,  an  cc|uivalcnt  quantity 
of  labour.  They  are  not  a  fresh  creation ;  their  dcalincilion  is  only 
changed  from  one  i:roductive  employment  to  another  ;  and  though  the 
agricullurisr  has  made  up  the  deficiency  in  his  oivn  rirciilaliiig  capital, 
the  breach  in  the  circulating:  capital  of  the  community  remains  unre- 
paired. 

I  cannot  assent  to  the  argument  relied  on  by  n1t^5t  of  those  nho  con- 
tend that  machinery  can  never  be  injurious  to  the  labouring  class, 
namely,  that  by  clieaiiening  production  it  creates  such  an  increased 
demand  for  the  commodity,  as  enables,  ere  long,  a  greater  number  of 
persons  than  ever  to  find  employment  in  producinj;  it.  The  fact,  though 
loo  broadly  stated,  is,  no  doubt,  often  tiue.  The  copyists  who  were 
throw-n  out  of  emploinnent  by  the  invention  of  printing,  were  doiibiless 
soon  outnumbered  by  the  compositors  and  pressmen  who  look  their 
place  ;  and  the  number  of  labouring  persons  now  occupied  in  the  cotton 
manufacture  is  m.iny  limes  greater  than  were  so  occupied  previously  lo 
the  invertions  of  Hargreaves  and  Arkwrii;ht,  which  shows  ihat  besides 
the  enormous  fixed  capiial  now  embarked  in  the  manufacture,  it  also 
employs  a  far  tarter  circulating-  capital  than  at  any  former  time.  lUit  if 
this  capital  was  drawn  from  other  employments  ;  if  the  funds  which  took 
Ihe  place  of  the  capital  &unk  in  costly  machinery,  were  supplied  not  by  an 
additional  saving  consequent  on  the  iinprovcmetits.  but  by  drafts  on  the 
general  capital  of  the  community  ;  what  better  are  the  labouring  classes 
for  the  mere  transfer?  In  what  manner  Is  the  lass  they  sustained  by  the 
conversion  of  circulating  into  fixed  capital,  made  iip  lo  them  by  a  mere 
shifting:  of  part  of  the  remainder  of  the  circulating  capital  from  its  old 
employments  to  a  new  one  ? 

All  attempts  to  make  out  that  the  labouring  classes  as  a  coUetJlive  body 
catiripf  sutfcr'  by  the  introduction  of  machinery-,  or  by  the  sinking  of 
capital  in  permanent  improvements,  are,  I  conceive,  necessarily  fallacious. 
That  they  would  suiTer  in  the  particular  depailment  of  industry  to  which 
ihc  changp  applies,  is  generally  admitted,  and  obvious  to  common  sense  ; 
bm  it  is  often  said,  that  thoufjh  cniplo>-mcnt  is  withdrauTi  from  labonr  in 
one  dcpariinent,  an  exactly  equivalent  employment  is  opened  for  it  in 
others,  because  what  the  consumers  5a;-c  in  the  increased  cheapness  of 
one  particular  article  enables  them  to  augment  their  consumption  of 
others,  thereby  increasing  the  demand  for  other  kinds  of  labour.  This  is 
plausible,  hut,  as  we  saw  in  the  last  chapter,  involves  a  fallacy  ;  demand 
for  commcdities  bein;?  a  totally  different  thing  from  demand  for  labour. 
It  is  true,  the  consumers  have  now  additional  money  to  buy  other  things, 
but  this  will  not  create  the  other  things,  unless  there  is  capital  to  produce 
them  ;  and  the  improvement  has  not  set  at  liberty  any  capital,  if  even  it 
has  not  ab&orbed  some  from  other  employments.  .  The  supposed  increase 
of  production  and  of  employment  for  labour  in  other  departnients  ihere- 
forc  will  not  take  place  ;  and  the  increased  demand  for  commodities  by 
some  ronsumeis,  wilt  be  balanced  by  a  cessation  of  demand  on  the  pait 
of  others,  namely,  the  labourers  who  were  superseded  by  the  improve- 
uicnt,  and  who  will  now  be  maintained,  if  at  all,  by  sharing,  either  in  th^ 
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(■Way  of  compciiiion  or  of  chAiity,  in  what  uas  previously  consumed  by 
rmher  people. 

5  \.  Never iliele**)  I  do  not  believe  thnt  as  things  .ire  ^iciually  trans- 
acted, improvements  in  production  are  often,  if  ever,  injurious,  even 
temporarily,  lo  the  labouring!  classes  in  the  ;igyrcg.iic.  They  would  be 
so  if  they  luuk  plu<:e  suddenly  to  a  grcut  aiiiuunt,  because  much  of  the 
capiial  sunk  must  necessarily  m  that  case  be  proviiied  froiu  funds  already 
employed  as  circulating  capital.  Hut  imprnvcmer^ts  arc  always  iiiln}- 
duced  very  gradually,  and  are  seldom  or  never  made  by  withdrawing 
circulating  capital  from  actual  production,  but  are  made  by  the  employ- 
ment  of  the  annual  increase.  1  doubt  if  there  would  be  found  a  smgle 
example  of  a  ^rcat  increase  of  fixed  capital,  at  a  time  and  place  where 
circulating  capital  was  not  rapidly  increasing  likewise.  It  is  not  in  poor 
or  backward  countries  that  yreat  and  cosily  improvements  in  production 
are  made.  To  sink  capital  in  land  for  a  permanent  return— to  introduce 
expensive  machinery— aie  acts  involi'ing  immediate  sacrifice  for  distant 
objects ;  and  indicate,  in  tbc  first  place,  tolerably  complete  security  of 
property  ;  in  the  second,  a  considerable  activity  of  industrial  enterprise  ; 
aiKi  in  the  third,  a  high  standard  of  what  has  been  called  the  'efiective 
desire  of  accumulation  :'  which  three  things  are  the  elements  of  a  society 
rapidly  progressive  in  its  amoiml  of  capital.  .Although,  therefore,  the 
labouring  classes  must  suffer,  not  only  if  the  increase  of  fixed  capital 
takes  place  at  the  expense  of  circulating,  but  even  if  it  is  so  large  and 
rapid  as  to  retard  that  ordinar)-  increase  to  which  the  growth  of  popu- 
lation has  habitually  adapted  itself;  yet,  in  jiolnt  of  fact,  this  is  very 
unlikely  to  happen,  since  there  is  probably  no  country  whose  fixed  capital 
increases  in  a  ratio  more  than  proportional  to  its  circulating.  If  the 
whole  of  the  railways  which  have  lately  obtained  the  sanction  of  Parlia- 
ment were  constniclcd  in  the  limes  Hxed  for  the  completion  of  each,  this 
improbable  coniingency  would,  most  likely,  be  realised ;  but  this  very 
case  is  even  now  affording  an  cNamplc  of  the  dilhculties  which  oppose 
the  diversion  into  new  channels  of  any  considerable  portion  of  the  capital 
that  supplies  the  old  :  difficulties  generally  much  more  than  sufTicicnt 
lo  prevent  enterprises  that  Involve  the  sinking  of  capital  from  extending 
themselves  with  such  rapidity  as  to  impair  the  sources  of  the  existing 
employment  for  labour. 

To  these  con  side  rat  ions  must  be  added,  that  even  if  improvements  did 
for  a  time  decrease  ilie  aggregate  produce  and  the  circulating  capital  of 
the  community,  they  would  not  the  lc53  tend  in  the  long  run  to  augment 
both.  They  inciease  ihc  return  lo  capital  ;  and  of  this  increase  the 
benefit  must  necessarily  accrue  either  to  the  (apiialisl  in  greater  profits, 
or  to  the  consumer  in  diminished  prices  ;  .^tVoiding,  in  either  case,  an 
augmented  fund  from  which  accumulation  may  be  made,  while  enlarged 
pro(it3  also  hold  out  an  increased  inc'ucenicnt  to  accumulation,  in  the 
ciisc  wc  before  selected,  in  which  the  inmicdiate  result  of  the  improve- 
ment was  lo  diminish  the  gross  produce  friiin  two  ihuusand  four  hundred 
quarters  to  one  thousand  fi\e  liuoilreil.  yet  the  profit  of  the  capitalist 
being  now  five  hundred  quarters  instead  of  four  hundred,  ihc  extra  one 
hundred  quarters,  if  regularly  saved,  will  in  !i  few  years  replace  the  one 
thousand  quarters  subtiactcd  fro]i\  his  circulating  capital.  Now  the 
extension  of  business  which  almost  certainly  follows  in  any  department 

•vhich  an  improve  ment  has  been  made,  aflbrds  a  strong  inducement  to 
e  cnyaged  m  it  lo  add  lo  ihgir  capital ;  and  hence,  al  the  slow  pace 


at  which  improvements  are  usually  introdurcd,  a  great  pan  of  ihc  fn|yiial 
which  llic  improvement  ultimately  alisorbs  is  tlrawn  from  vhc  increased 
profits  and  increased  sa.viti^s  which  it  has  ilbelf  called  forth. 

This  tendency  of  improvements  in  production  to  cause  increased 
Accumulaiian,  and  therehy  ultimately  to  increase  the  gross  produce,  eveu 
if  temporarily  diminishing  it,  ^viU  assume  a  still  more  decided  character 
ifit  should  appear  thai  there  are  assignable  limits  both  to  the  accumula- 
tion of  capital,  and  to  the  increase  of  production  from  the  land,  which 
limits  once  attained,  all  further  increase  of  ucoduce  must  stop  ;  but  that 
improvements  in  production,  whatever  may  oc  their  other  cffecls,  lend  to 
throw  one  or  both  of  these  limits  farther  off.  Now,  these  are  truths  which 
will  appear  in  the  dearest  light  in  a  subsequent  stage  of  our  investigation. 
It  will  be  seen,  that  the  quantity  of  capital  which  will,  or  even  which  can, 
be  accumulated  in  any  countrj-,  and  the  aniaunt  of  gross  produce  which 
will,  or  even  which  can,  be  raised,  bear  a  proportion  to  the  state  of  the 
arts  of  production  there  existing  j  and  that  every  Improvement,  even  if 
for  the  time  it  diminish  the  circulating  capital  and  the  gross  produce, 
ultimately  makes  room  for  a  larger  amount  of  both,  than  could  jiossihiy 
have  existed  otherwise.  It  is  this  which  is  the  conclusive  answer  lo  the 
objections  against  machinery  ;  and  the  proof  thence  arising  of  the  ultimate 
benefit  of  mechanical  inventions  to  the  human  ruce^  will  hereafter  be  seen 
to  be  conclusive.*  But  this  does  not  discharge  governments  from  the 
obligation  of  alleviating,  and  if  possible  preventing,  the  evils  of  which  this 
source  of  ultimate  benefit  is  or  may  be  productive  to  an  esisiing  genera- 
tion. Jf  the  sinking  or  fixing  of  capital  in  niachincry  or  nscful  works, 
were  ever  to  proceed  at  such  a  pace  as  lo  impair  materially  the  funds  for 
the  maintenance  of  labour,  it  would  be  incumbent  on  legislators  to  lake 
measures  for  moderating  its  rapidity-:  and  since  improvements  which  do 
not  diminish  employment  on  the  whole,  almost  always  throw  some 
particular  class  of  labourers  out  of  it,  there  cannot  be  a  more  legitimate 
object  of  the  legislator's  care  than  the  interests  of  those  who  are  thus 
sacrificed  to  the  gains  of  their  fellow-cilisens  and  of  posterity. 

To  return  to  the  theoretical  distinctit)n  between  fixed  and  circulating 
capital.  Since  all  wealth  which  is  destined  to  be  employed  for  reproduc- 
tion comes  within  Ihc  designation  of  capital,  there  are  parts  of  capital 
which  do  not  agree  with  the  definition  of  either  species  of  it ;  for  Instance, 
the  stock  of  finished  goods  which  a  manufacturer  or  dealer  at  any  time 
possesses  unsold  in  his  warehouses.  Ilut  this,  though  capita!  as  to  its 
destination,  is  not  yet  capital  in  actual  exercise  :  it  is  not  engaged  in  pro- 
duaion,  but  has  first  to  be  sold  or  exchanged,  that  is,  converted  into  an 
equivalent  value  of  some  other  commodities  ;  and  therefore  is  not  yet 
cither  fixed  or  circulating  capital,  but  will  become  either  one  or  the  other, 
or  be  eventually  divided  between  ihein.  With  the  proceeds  of  his  finished 
goods,  a  manufacturer  will  partly  pay  his  workpeople,  partly  rcplcnisi)  his 
stockof  the  materials  of  his  :najiufacture,  and  partly  provide  new  buildings 
and  machiner)-,  or  repair  the  old  ;  but  how  much  will  be  devoted  to  one 
purpcKiC,  and  how  much  to  another,  depends  on  the  nature  of  the  manu- 
raclure,  and  the  requirements  of  the  particular  moment. 

It  should  be  obsened  further,  that  the  portion  of  capital  which  is  con- 
sumed in  the  form  of  seed  or  material,  although,  unlike  fixed  capital,  it 
requires  to  be  at  once  replaced  from  the  gross  produce,  stands  yet  in  the 


s.iinc  rciaiion  io  iho  cnipljynient  of  liboitr  as  fixed  cnpiuil  docs.  What 
is  expended  in  materials  h  as  much  withdrawn  from  the  niainic nance  and 
remuneration  of  labourers,  as  wliat  is  fixed  in  machinery  ;  and  if  capiul 
now  expended  in  wages  were  divcOcd  to  the  providiny  "f  malcriaU,  the 
efiect  on  the  labourers  would  be  as  prejudicial  as  if  it  weie  converted  into 
fixed  capit.nl.  This,  however,  is  a  kind  of  chanye  which  never  lakes  place. 
Tlie  tendency  of  iniprovcmenis  in  production  is  always  to  economize 
never  to  inci-ease,  the  exiwnditure  of  seed  or  material  for  a  given  produce. 
and  the  interest  of  the  labouiers  has  no  detriment  to  apprehend  from  diis 
avurce. 
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CHAPTER  Vn. 

ON  WHAT  DEPENDS  THE  DECREE  OF  PRODUCTIVENESS  OF 
PRODUCTIVF-  AdENTS. 

§  1.  Wk  have  condudetl  aur  general  sur\cy  of  the  requisites  of  produc 
lion.  We  have  found  that  ihey  may  be  reduced  to  three :  labour,  capital 
and  the  materials  and  motive  forces  aft'orded  by  natiu'c.  Of  these,  I^our 
and  the  raw  material  of  the  globe  are  primary  and  indispcnsublc- 
Ninural  motive  powers  may  be  called  in  tu  the  assiiiance  of  labour,  and 
are  a  help,  but  not  an  essential,  of  production.  The  remaining  requiMte, 
capital,  is  itself  the  product  of  labour  :  its  instnimcntality  in  production  is 
therefore,  in  reality,  that  of  labour  in  an  indirect  shape.  It  does  not  the 
less  require  to  be  spccihed  separately.  A  previous  application  of  labour 
to  produce  tlie  capiLaJ  required  for  consumption  dunnu  the  worlc,  is  no 
less  essential  than  the  application  of  labour  to  the  work  itself.  Of  capital, 
Bi^aJii.  one,  and  by  far  the  lar;jest  portion,  conduces  to  pioducUoii  onlyU)" 
sustaining  in  existence  the  labour  which  produces ;  the  remainder,  namely, 
the  inalrumeiKs  and  materials,  conlributc  to  it  dirccUy,  in  the  same 
manner  with  natural  ;Lf;eni%  and  llie  materials  supplied  by  nature. 

We  iiowadvai:ce  to  the  second  grcit  question  in  political  economy;  on 
what  the  degree  of  productiveness  of  these  agents  depends.  For  it  is 
evident  that  their  pTOdi!ctive  efliaicy  varies  gready  at  various  times  aod 
places.  With  the  same  population  and  extent  oftcnitory,  sumccotrntrits 
lx.ive  ,1  much  larger  amount  of  production  than  others,  and  the  same 
country  at  one  lime  a  greater  amount  than  itself  at  anolhrr.  Compare 
England  cither  nith  a  similar  extent  of  territory  in  Russia,  or  with  an 
enu.1.1  population  of  Russians.  Compare  England  now  with  England  in 
the  middle  ages  ;  Sicily,  Northern  .Africa,  or  Syria  at  present,  with  ihc 
same  countries  in  the  time  of  their  greatest  prosperity,  before  the  Roman 
con(|ue.';l.  .Some  of  the  causes  whicli  contribute  tci  this  difference  of  pro- 
ductiveness .ire  obvious  ;  others  not  so  much  so.  We  proceed  to  specify 
several  of  them. 

§  2.  The  most  evident  cause  of  superior  productiveness  is  what  are 
called  iwtural  advantages.  These  are  various.  Fertility  of  soil  is  one  of 
the  principal.  In  this  there  arc  great  varictica,  from  the  deserts  of  Arabia 
to  the  alluvi.ll  plains  of  the  Ganges,  the  Niger,  and  the  Mississippi.  A 
favourable  climate  is  even  more  important  than  a  rich  soil.  Tliere  are 
countries  cap-iblc  of  heinR"  inhabited,  but  too  cnid  lo  be  compatible  with 
agriculture.  '1  heir  inhabitants  cannot  pass  beyond  the  nomadic  state  ; 
they  must  live,  like  die  Laplanders,  by  the  domestication  of  the  rein-deer, 
if  not  by  hunllng  or  fishing,  like  the  miserable  Esquimaux.    There  are 


intries  wlicrc  oais  ivill  ripen,  but  not  ivheat,  «uch  as  the  XdiiIi  of  Stol 
land  ;  others  where  «  heat  can  be  grown,  but  from  excess  of  moisture,  and 
want  of  sunshine,  afibrds  but  a  precarious  crop  ;  as  in  parts  of  Ireland. 
With  each  advance  towards  the  south,  or,  jn  the  European  tempcralc 
rcijion,  towards  the  cast,  sonic  new  branch  of  agricuUiire  becomes  first 
pusiibie,  then  advantageous  ;  the  vine,  maize,  llys,  olives,  silk,  rice,  dates, 
successively  present  ihcniseSves,  until  we  come  to  the  sugar,  coffee,  cotton, 
spices,  etc^  of  climate?  which  also  afford,  of  the  more  common  agri- 
cultural products,  and  with  only  a  slight  dci,Tce  of  culiiv.iiion,  two  oretcn 
three  harvests  in  a  year.  Nor  is  it  in  ajjriculture  alone  that  dificrcnccsof 
climate  are  important.     Their  influence  is  felt  in  mimy  other  branches  of 

C reduction  :  in  the  durability  of  all  work  winch  is  exposed  to  the  air  j  of 
uiidings,  for  example.  If  the  temples  of  Karnac  and  I.uxor  bad  not 
been  injured  by  men,  they  miglit  have  subsisted  hi  their  oriffinal  per- 
fection almost  for  ever,  for  the  inscriptions  on  some  of  ihem,  though 
anterior  Co  all  authentic  history,  are  fresher  than  is  in  our  climate  an  in- 
scription fifty  years  old  :  while  at  St.  Petersburg,  the  most  massive  worlcs, 
solidly  executed  in  granite  hardly  a  generation  ago,  are  already,  as 
travellers  tell  vis, almost  in  a  state  to  require  reconstruction,  from  alteniatc 
exposure  to  summer  heat  and  intense  frost,  'llie  superiority  of  the  woven 
fabrics  of  Southern  Europe  over  those  of  Kngland  in  the  richness  and 
clearness  of  many  of  their  colours,  is  ascribed  to  the  superior  quality  of 
ihc  atmosphere,  for  which  neither  the  knowledge  of  chemists  nor  the  skill 
of  dyers  has  been  able  to  provide,  in  our  ha/y  and  damp  cltniale,  a 
complcle  equivalent. 

.'\noiher  part  of  ilic  influence  of  climate  consists  in  lesseninj;  the 
physical  requirements  of  the  producers.  In  hot  regions,  mankina  can 
exist  in  comfort  with  less  perfect  hoiisiiig,  less  clothing  ;  fjel,  that  essential 
necessary  of  life  in  cold  climates,  ihey  can  almnst  dispense  with,  except 
for  industrial  uses.  They  also  require  less  aliment  ;  as  experience  bad 
proved,  long  before  theor>'  bad  accounted  for  it  by  ascertaining  that  most 
of  what  we  conbume  as  food  is  not  required  for  die  actual  nutrition  of  the 
jnns,  but  for  keeping  up  the  animal  heat,  and  for  supplying  the  neces- 
T  stimulus  to  tne  vital  fimctinns,  Mhlch  in  hot  climates  is  almost 
ncieiitly  supplied  by  air  and  sunshine.  Much,  therefore,  of  ihe  labour 
*iisewhcrc  expended  to  procure  the  mere  rcce5s.-irics  of  life,  not  being 
equircd,  more  remains  disposable  for  its  higher  uses  and  its  enjoyments ; 
,  the  character  of  the  inhabitants  does  not  rather  induce  them  to  use  up 

advantages  in  over-population,  or  in  the  indulgence  of  rejiosc. 
LAmong  natural  advantages,  besides  soil  and  climate,  must  be  mentioned 
)undance  of  mineral  productions,  in  convenient  siiualions,  and  capable 
'being  worked  with  moderate  labour.  Such  arc  the  coal-fields  of  (ireat 
iiritain,  which  do  so  muchj  to  compensate  its  inhabitants  for  the  dis- 
advantages of  climate  ;  and  the  scarcely  inferior  resources  possessed  by 
this  country  and  the  United  Slates,  in  a  copious  bupuly  of  an  easily 
reduced  iron  ore,  at  no  g"reai  depth  below  the  earth's  suiface,  and  inclose 
proximity  to  coal  deposits  av.iiiable  for  working  it.  In  mountain  .ind  hill 
districts,'  the  abundance  of  natural  water-power  makes  considerable 
amends  for  the  usually  inferior  fertility  of  those  regions.  But  perhaps  a 
greater  advanta^'c  than  all  these  is  a  maritime  situation,  especially  when 
accompanied  with  good  natural  harbours  ;  and,  next  to  it,  ^reat  navigable 
rivers.  These  advantages  consist  indeed  wliolly  in  savmg  of  cost  of 
carriage.    But  few  who  have  not  considered  the  subject,  have  any  adequate 


?J 


PRODUCTIOff. 


Iton'mn  of  capital  ivhicli  consists  of  materials.  The  tatlow  and  alkali  of 
which  Stxip  is  made,  once  used  in  Ihc  manufacture,  aie  deslrnyed  as 
ulkali  and  taliosv  ;  and  cannut  be  employed  anyfunhor  in  the  soap  manu- 
facture, although,  in  Uicir  ultered  cuiidiliun,  a^  soap,  they  arc  capable  of 
being  used  as  a  material  or  an  inscnimeiit  in  other  branches  of  manu- 
facture. In  the  same  division  must  be  placed  the  portion  of  capital  which 
is  paid  as  the  wages,  or  consumed  as  ihe  subsistence,  of  labourers.  That 
part  of  the  capital  of  a  cotton  spinner  which  he  pays  away  to  his  work- 
people, once  so  paid,  exists  no  lunger  as  his  capital,  or  as  a  cotton  spianet's 
cnpilal  :  sucli  portion  of  il  as  the  workmen  consuroe,  no  longer  exists  as 
capital  at  all  :  even  if  Ihey  save  any  part,  it  exists  not  as  the  same  but  as 
a  fresli  capital,  llie  result  of  a  second  act  of  accumulation.  Capital  which 
,in  this  manner  fulfils  the  whole  of  us  ofiice  in  the  production  m  which  it 
is  cnyiffed,  by  a  single  use,  is  called  Urcutaiin^?  Capital,  The  term, 
which  is  not  very  appropriate,  is  derived  from  Ihc  circumstance,  that  this 


portion  of  capital  requires  to  be  constantly  renewed  by  the  sale  of  the 
iinished  product,  and  when  renewed  15  pevpetualty  parted  with  in  buying 

finaterialb  and  paying  wages  ;  so  that  it  does  its  work,  not  by  being  keplj 

llHit  by  changing  hands. 
.-Another  large  portion  of  capital,  however,  consists  in  instruments  of 

(production,  of  a  more  or  less  permanent  character  ;  which  produce  their 
effect  not  by  being  parted  with^  but  by  being  kept ;  and  the  efficacy  of 
which  is  nut  exhau:itcd  by  a  biti^le  use.  Tu  this  belong  buildings, 
machinery,  and  all  or  most  things  kuuwn  by  the  name  of  implements  or 
tools.  The  durability  of  some  of  these  is  considerable,  and  their  function 
as  ]iroductive  instruments  is  prolonged  through  many  repeniions  of  the 
protluctive  operation,  in  this  class  must  likewise  be  included  capital 
sunk  (as  the  expression  is)  in  permanent  improvements  of  land.  So 
ahtt  the  rapil.il  expended  once  for  all,  in  the  commencement  of  an  under- 
taking, to  prepare  the  way  for  subsci[uent  operations  ;  the  expense  of 
opening  a  mine,  for  example  :  of  cutting  cunaU,  of  making  roads  or 
(locks.  Other  examples  might  be  added,  but  these  arc  sufficient.  Capital 
which  exists  in  any  of  these  durable  shapes,  and  the  return  to  which  is 
spread  over  a  period  of  corresponding  darat'ton,  is  called  Fixed  C^pjlqJ, 

Oi  fixed  capital,  some  kinds  require  to  be  occasion-illy  or  periodically 
renewed,  Such  are  all  implements  and  buildings  ;  they  rcqnirc,  at 
intervals,  partial  renewal  by  means  of  repairs,  and  are  at  last  entirely 
worn  out,  and  cannot  be  uf  any  fuilher  service  as  buildings  and  implc* 
ments,  hut  fall  back  into  the  class  of  materials.  In  other  cases,  the 
I  a|)ilal  docs  not,  unless  as  a  consctiucnce  of  some  unusual  accident, 
require  entire  rcncival  ;  but  there  is  ahvays  some  outlay  needed,  either 
jc^ularly  or  at  least  occasionally,  to  keep  il  up.  A  dock  or  a  canal,  once 
MiadCj  doca  not  require,  like  a  machine,  to  be  made  again,  unless  purposely 
destroyed,  or  uniei^s  an  earthquake  or  some  siinilar  catastrophe  has  fiUed 
it  up  :  but  regular  and  frequent  oiulays  are  necessarj*  to  keep  it  in  repair. 
The  cojit  of  opening  a  mine  needs  not  be  incurred  a  second  lime  ;  but 
unless  some  one  goes  to  the  expense  of  keeping  the  mine  clear  of  water, 
it  is  soon  rcndciiiil  useless.  The  most  permanent  of  ah  kinds  of  fixed 
capital  is  lliat  employed  in  giving  increased  productiveness  lo  a  natural 
agent,  such  as  lantl.  The  draining  of  marshy  or  inundated  tracts  like  the 
Uedfortl  Level,  the  mrlaiming  of  land  from  tlie  sea,  or  lis  protection  by 
rinli.iiikmcnts,  arc  improvements  cab-ulatcd  for  perpetuity;  but  drains 
and  dykes  require  frequent  repairs.    'Ihe  same  c]iaractcr  of  perpetuity 


belong^s  to  the  improvement  of  land  by  subsoil  draining,  which  adds  so 
imiif]!  to  the  prmlucliveness  of  the  day  soils  ;  or  by  [iermancnt  inanttres, 
that  is,  by  the  addition  to  the  soil,  not  of  the  substances  which  enter  into 
the  composition  of  vcgelablea,  "and  which  are  therefore  consumed  by 
vegetation,  but  of  those  which  merely  alter  the  relation  ui  the  soil  to  air 
a.id  water ;  us  sand  and  iime  on  the  heavy  soils,  clay  and  marl  on  the 
li4,-ht.  Even  such  woiks,  however,  leqtiire  some,  though  it  may  be  veiy 
little,  occision.il  ouilay  to  maintain  ihtir  full  effect. 

These  improvements,  however,  by  the  ver>'  fact  of  their  dcser\'inR:  that 
title,  produce  an  increase  of  return,  which,  after  defraying  all  expenditure 
ncccss;ir>'  for  keeping  them  up.  still  leaves  a  surplus.  This  surplus  forms 
the  return  to  the  capital  sunk  in  the  first  instance,  and  that  ri^Lurn  does 
not,  as  in  the  case  of  niachiner)',  terminaie  by  the  rvcaring  out  of  the 
machine,  but  continues  for  cva:  The  land,  thus  increased  in  productive- 
ness, bears  a  value  in  the  market,  proportional  to  the  increase  :  and 
hence  it  is  usual  to  consider  the  capital  which  was  invested,  or  sunk,  in 
making  the  improvement,  as  still  existing  in  the  increased  value  of  the 
.land.  There  must  be  no  mistake,  however.  The  capital,  like  all  oilier 
[Capital,  has  been  consjined,  It  was  consumed  in  maintaining  the 
U&bourcrs  who  executed  the  improvement,  and  in  the  wear  and  tear  of  the 
tools  by  which  they  were  assisted.  But  it  was  consumed  productively, 
and  has  left  a  permanent  result  in  the  improved  productiveness  of  an 
appropriated  natural  agent,  the  land.  We  may  call  the  increased  produce 
the  jomt  result  of  the  land  and  of  a  capital  f].\cd  in  the  land.  l>ut  as  the 
capital,  havinti  in  reality  been  consumed,  cannot  be  withdrawn,  its  pro- 
duciivencss  is  thenceforth  indissolubly  blended  with  that  arising  from  the 
orijiinal  qualities  of  the  soil ;  and  the  remuneiation  for  the  use  of  it  thence- 
forth depends,  not  upon  the  laws  which  govern  the  returns  to  labour  and 

piial,  but  upon  those  which  govern  the  recotnpense  for  natural  agents. 

hat  these  are,  we  shall  see  hereafter.* 

§  2.  There  is  a  great  difference  between  the  effects  of  circulating  and 

lose  of  fixed  capita),  on  the  amount  of  the  gross  produce  of  the  country. 

irculating  capital  being  destroyed  as  atich,  or  at  any  rate  finally  io3t  to 
owner,  by  a  single  use  ;  and  the  product  resulting  from  that  one  use 

ing  the  only  source  from  whirh  the  owner  can  replace  ihc  capital,  or 
obtain  remuneration  for  its  productive  employment ;  the  product  must  of 
course  be  sufficient  for  those  pm-poses,  or  m  other  words,  the  lesult  of  .1 
single  use  must  be  a  reproduction  equal  to  the  whole  amount  of  the 
circulating  capital  used,  and  a  prolit  besides.  This,  however,  is  by  no 
means  necessary  in  the  case  of  fixed  capital.  Since  .machinery,  for 
example,  is  not  wholly  consumed  by  one  use,  it  is  not  necessary  that  it 
shouhl  bo  wholly  replaced  from  the  product  of  that  use.  The  machine 
nswers  the  purpose  of  its  owner  if  it  brings  in,  during  each  inter\<al  of 
e,  enough  to  cover  the  expense  of  repairs,  and  the  deterioration  in 
ue  which  the  inachijie  has  sustained  during  the  s.ime  time,  with  a 

i-plus  sufficient  to  yield  the  ordinary  profit  on  the  entire  value  of  the 

larhine. 

From  this  it  follows  that  all  increase  of  fixed  capital  when  taking  place 

the  cxjrcnse  of  circul.^tinR,  must  he^  at  least  lempnrniily,  prejudicial  to 

ic  interests  of  the  labourers.  This  is  true,  not  of  machinery  alone,  but 
improvements  by  which  capital   Is  sunk  ;  that  is,  rendered  per- 
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poninn  of  capital  H-hich  consists  of  materials.  The  lallow  nnd  alkali  of 
which  stxip  is  made,  once  used  in  the  manufacture,  are  destroyed  as 
alkali  and  tallotv  ;  ami  cannot  be  employed  any  t'unhcr  in  the  soap  manu- 
faaure,  although,  in  their  altered  amdition,  as  soap,  they  arc  capa^c  oi 
l>eint;  uacd  as  a  material  or  an  instrument  in  other  branches  of  manu- 
Nurture.  In  the  same  division  must  be  placed  the  ponion  of  capital  which 
is  paid  as  the  wa^es,  or  consumed  as  the  subsistence,  of  labourers  That 
|»art  of  the  capit^  of  a  cotton  spinner  which  he  pays  away  to  his  work- 
people, once  so  paid,  exiiiis  no  longer  as  his  capital,  or  as  a  cotton  spinner's 
capita!  :  such  portion  of  it  as  the  workmen  consume,  no  longer  exists  as 
capital  at  all :  even  if  tlicy  save  any  part,  it  exists  not  as  the  same  but  as 
a  fresh  capital,  the  result  of  a  second  act  of  accumulation.     Capital  which 

•in  this  manner  fulfils  the  whole  of  its  office  in  the  production  m  which  it 

lis  enj,'ai;ed,  by  a  single  use,  is  called  Clirculating  ^!apitfd.  The  term, 
which  is  not  very  appropriate,  is  derived  from  the  circumstance,  that  this 
portion  of  capital  requires  to  be  constantly  renewed  by  the  sale  of  the 
finished  product,  and  when  renewed  is  perpetually  parted  with  in  buying 

/materials  and  paying  wages  ;  so  that  it  does  its  work,  not  by  being  kept, 

^but  by  changing  hands. 
/  Another  large  ponion  of  capital,  however,  consists  in  instruments  of 

(production,  of  a  more  or  less  permanent  character  ;  which  produce  their 
effect  not  by  being  parted  with,  but  by  being  kept ;  and  the  efficacy  of 
which  i:i  nut  exliausted  by  a  single  use.  To  this  belong  buildings, 
nmthinery,  and  all  or  most  things  known  by  the  name  of  implements  or 
tools.  The  durability  of  some  of  these  is  considerable,  and  ihcir  function 
as  productive  insiruinenis  is  prolonged  through  many  repetiiions  of  the 
productive  operation.  In  this  class  must  likewise  be  included  capital 
sunk  (as  the  expression  is)  in  permanent  improvements  of  land.  So 
also  the  capital  expended  once  for  all,  in  the  commencement  of  an  under- 
taking, to  prepare  tlie  way  for  subsequent  operations  :  the  expense  of 
opening  a  mine,  for  example  ;  of  cutting  canals,  of  making  roads  or 
docltt^  Other  csainijlcs  might  be  added,  but  these  arc  sjfficicnt.  Capital 
Iwhich  exists  in  any  of  these  diirable  shapes,  and  the  renirn  to  which  is 
(spread  over  a  period  of  corresponding  duration,  is  cilled  KJxed  C-lp'tal. 

Of  fixed  capital,  some  kinds  require  to  be  occasionally  or  periodically 
renewed.  Such  arc  all  implements  and  buildings  :  they  require,  at 
intervals,  partial  renewal  by  inc:ms  of  repaire,  and  are  at  Inst  entirely 
worn  out,  and  cannot  be  of  any  further  service  as  buildings  and  implc- 
inenls,  but  fall  hack  into  the  class  cif  materials.  In  other  cases,  the 
« apitnl  docs  not,  unless  as  a  consequence  of  some  unusual  accident, 
ii:t|jiie  entire  renewal :  but  there  is  always  some  outlay  needed,  either 
rcgiilarly  or  at  Icasi  occasionally,  to  keep  it  up,  .A  dock  or  a  canal,  once 
Miai]e,d<>cs  not  require,  likea  inathsne,  to  be  made  again,  unless  purposely 
dettroyed,  or  unless  an  eanhquaUe  or  some  similar  catastrophe  has  filled 
it  up  :  but  regular  and  frequent  outlays  are  necessary  to  keep  it  in  repair. 
The  coat  of  opening  a  mine  needs  not  be  incurred  a  second  time  ;  but 
unless  some  one  goes  to  the  expense  of  keeping  the  mine  clear  of  water, 
it  is  stNm  rendered  useless.  The  niust  perinanent  of  all  kinds  of  Jixed 
u»[)il.i]  !■>  that  employed  in  fjiving  inciejised  productiveness  to  a  natural 
uycnt,  sijrh  as  land.  '1  he  dniiring  of  marshyor  iiiundated  tracts  like  llic 
Itrdfnrd  Level,  ttie  reclaiming  of  land  from  the  se^,  or  its  pioteciion  by 
embankments,  are  improvements  calculated  for  perpetuity;  but  drains 
aud  dykes  require  frequent  repairs.    Tli?  same  character  of  perpetuity 
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longer  liis  original  capital  of  iwo  thousand  qimrteis  disposable  for  ihe 
purpose.  One  thousand  of  ihcm  are  lo5l  and  gone — consumed  in  ntaking 
the  improvement.  If  he  is  to  employ  as  many  labourers  as  before,  and 
pay  ilicm  as  hiphly,  he  must  borrow,  or  obtain  from  some  other  source, 
a  thousand  qunrtcrs  to  supply  ihc  deficit.  IJiit  these  thousand  quarters 
already  maintained,  or  were  destined  to  maintain,  »n  e<|uivatent  quantity 
labour.  They  are  not  a  fresh  creation  ;  their  declination  is  only 
l^liangcd  from  one  produclivc  employment  to  another ;  and  though  the 
aa:ricuUurist  has  made  up  the  deficiency  in  his  own  circulating  capital, 
the  breach  in  the  circulating-  capital  of  the  community  remains  unre- 
paired. 

I  cannot  assent  to  the  arg-umcnt  rched  on  by  most  of  those  who  con- 
d  lliat  machinery  can  never  be  irjiirioiis  to  the  labouiJng  class, 
mely,  that  by  chcnjjening  production  it  creates  such  an  increased 
emand  for  the  commodity,  as  enables,  ere  long,  a  greater  number  of 
persons  than  ever  to  find  employmcnl  in  producinj,'  it.  The  fact,  though 
oo  broadly  stated,  is,  no  doubi,  often  true.  The  copyists  who  were 
rown  cut  of  employment  by  the  invention  of  printing,  were  doubllci^s 
ion  outnumbered  by  the  compositors  and  pressmen  who  took  tlicir 
place  :  and  the  number  of  labouring  persons  now  occupied  in  the  cotton 
manufacture  is  many  times  greater  than  were  so  occupied  previously  lo 
the  Inventions  of  Hargrcaves  and  Arkwright,  which  shows  that  besides 
the  enormous  fixed  capital  now  embarked  in  the  miinufacture,  it  also 
npluys  a  far  larger  circulating  capital  than  at  any  former  time.  l!ut  if 
is  capital  was  drawn  from  oUter  employments  ;  if  the  fimds  which  took 
rC  pl.ire  of  the  capital  sunk  in  costly  machinciy,  were  supplied  not  hy  an 
"dition.ll  saving  consetjucnt  on  the  improvements,  but  by  dr-ifis  on  the 
cral  capital  of  the  community  ;  what  better  are  the  labouring  classes 
the  meie  transfer?  In  wliat  manner  is  the  lo^s  tbey  sustained  by  the 
inversion  of  circul.Tting  into  fixed  capital,  made  up  to  them  by  a  mere 
ifting  of  part  of  the  remainder  of  the  circulating  capital  from  its  old 
npIo>'ment3  to  a  new  one  ? 

All  attempts  to  make  out  that  the  labouring  clnsses  as  a  collective  body 

•tnr/  suffer"  by  the   introduction  of  machinery,  or  by  the  sinking  of 

!pit.il  in  permanent  improvements,  are,  I  conceive, necessarily  fallacious. 

at  they  would  sutTer  in  the  particular  depanment  of  industry  to  which 

e  change  applies,  is  generally  admitted,  and  obvious  to  common  sense  ; 

but  it  is  often  said,  that  tliouf;h  employment  is  withdrawn  from  labour  in 

c  department,  an  exactly  equivalent  employment  is  opened  for  it  in 

ers,  because  what  the  consumers  save  in  the  increased  cheapness  of 

e  p.irtirtilar  article  enables  them  to  atipment  their  consumption  of 

crs,  thereby  increasing  the  demand  for  other  kinds  of  labour.     This  is 

usiblc,  but,  as  we  saw  in  the  last  chapter,  involves  a  fallacy  :  demand 

commodities  being  a  totally  dificrent  thing  from  demand  for  labour. 

IS  true,  the  consumers  have  now  additional  money  to  buy  other  things, 

t  this  will  not  create  the  other  things,  unless  there  is  capital  to  produce 

icm  ;  and  the  improvement  lins  not  set  at  liberty  any  capital,  if  even  it 

has  not  absorbed  some  from  other  employments.  ,  The  supposed  inciease 

o(  production  and  of  employment  for  labour  in  other  depanments  thcrc- 

vfill  not  take  place  ;  and  the  increased  demand  for  commodities  by 

;  consumers,  will  be  balanced  by  a  cessation  of  demand  on  the  pan 

others  namely,  the  labourers  who  were  sxiucrscdcd  by  the  iniprove- 

nt,  and  who  will  now  be  mainlained,  if  at  all,  by  shaiingr,  either  in  tU^ 
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way  of  competition  or  of  charity,  in  what  was  previously  consumed  by 
other  peojilc. 

§  3.  Nevcrihcless,  I  do  not  believe  that  as  things  arc  actually  trans- 
acted, iinprovcmcnls  in  production  are  often,  if  ever,  injurious,  even 
IcmpordriJy,  to  the  hibouringl  clashes  in  the  aggregate.  They  would  be 
so  if  they  took  plare  suddenly  to  a  great  ainnunt,  because  murh  of  the 
capiial  sunk  must  ncctssarily  in  that  rase  be  provided  from  funds  already 
employed  as  circulating  capital.  Hut  improvemeris  are  always  intro- 
duced very  gradually,  and  are  seldom  or  never  made  by  withdrawing 
circulating.'  capital  from  actual  production,  but  arc  made  by  the  employ- 
ment of  the  annual  increase.  I  doubt  if  there  would  be  found  a  smgle 
example  of  a  great  increase  of  fixed  capital,  at  a  time  and  place  where 
circulating  capital  was  not  rapidly  increasing  likewise.  It  is  not  in  poor 
or  backward  countries  that  gi'eat  and  costly  Improvemenis  in  production 
arc  made.  To  sink  capital  in  land  for  a  permanent  return — to  introduce 
expensive  machinery— aie  acts  involving  immediate  sacrifice  for  distant 
objects;  and  indicate^  in  the  first  place,  tolerably  complete  security  of 
property  ;  in  ihe  second,  a  considerable  acttvity  of  industrial  entfliprise  ; 
and  in  the  third,  a  high  standard  of  wh.nt  lus  been  callod  the  'effective 
desire  of  accumulation  :'  which  three  things  are  the  elemcnis  of  a  society 
rapidly  progressive  in  its  amount  of  capital.  Although,  therefore,  the 
labouring  classes  must  suffer,  not  only  if  the  increase  of  fixed  capital 
takes  place  at  the  expense  of  circulatmg,  but  even  if  it  Js  so  large  and 
rapid  as  to  reUird  tliat  otdinary  increase  lo  whirh  the  growth  of  popu- 
lation has  h-abitually  adapted  itself;  yet,  in  point  of  fact,  this  is  very 
imlikely  to  happen,  since  there  is  probably  no  coumr>'  whose  lixed  capital 
increases  in  a  ratio  more  than  proportional  to  its  circuUating.  It  the 
whole  of  the  railways  which  have  lately  obtained  the  sanction  of  Tarlia- 
meni  were  constructed  in  the  times  fixed  for  the  completion  of  each,  this 
improbable  contingency  would,  most  likely,  be  reahzcd ;  but  this  very 
case  is  even  now  atfording  an  example  of  the  difticnlties  which  oppose 
the  diversion  into  new  channels  of  any  considerable  portion  of  the  capital 
that  supplies  the  old  :  dithculties  generally  much  more  than  sufficient 
to  prevent  enterprises  that  involve  the  sinking  of  capital  from  extending 
themselves  with  such  rapidity  as  to  impair  the  sources  of  the  existinig 
employment  for  labour. 

To  these  coniiderations  must  be  added,  that  even  if  improvcmenls  did 
for  n  time  decrease  the  aggregate  produce  and  the  circulating  capital  of 
the  community,  they  would  nut  the  less  tend  in  the  long  run  to  augment 
btnih.  They  increase  the  return  to  capital  ;  and  of  this  increase  the 
benefit  must  necessarily  accrue  either  to  the  capitalist  in  greater  profits, 
or  to  Ihe  consumer  in  diminished  prices;  atfording,  in  either  case,  an 
augmented  ftuid  from  u'hicli  accumulation  may  be  made,  while  enlarged 
profits  iilao  hcjid  utU  an  increased  inducement  to  accumulation.  In  the 
case  we  btiforc  selected,  in  which  the  immediate  result  of  the  improve- 
ment was  to  dirdnish  the  gross  produce  from  two  thousand  four  hundred 
quarters  to  one  thousand  fi\c  hundred,  yet  the  profit  of  the  capitalist 
being  now  five  hundred  quarters  instead  of  four  hundred,  the  extra  00c 
hundred  quarters,  if  regularly  saved,  will  in  a  few  years  replace  the  one 
thousand  quarters  subltacled  from  his  circulating  capital.  Now  the 
exteiisiun  of  business  which  almost  certainly  follows  In  any  department 
in  which  an  iniprnvement  has  been  made,  afibrds  a  strong  inducement  to 
*^ose  eng.agcd  m  it  to  add  to  their  capital ;  qnd  hence,  at  the  slow  pace 


at  wTikli  improvemcms  arc  usually  introJnrcd,  a  sreal  part  cif  ilic  (^piial 
wliitli  ihc  improvement  uliiniRtely  ;il>soibs  is  Qra\Mi  from  the  incicabcd 
profils  and  increased  Eavings  which  it  has  itself  called  forth. 

This  tendency  of  improveinems  in  production  to  cause  increased 
Accunnulation,  and  thereby  ultimately  to  increase  [he  gross  produce,  even 
if  temprirarily  dimitiishing  it,  will  assume  a  still  more  decided  character 
if  it  should  appear  th;it  there  are  assignable  limits  both  lo  the  accumula- 
tion of  capital,  and  to  the  increase  of  prnduction  from  tlie  land,  which 
limits  once  attained,  all  further  iiicreage  of  produce  must  stop  ;  but  that 
improvements  in  prodticlioii,  whatever  t:iay  be  their  other  effects,  tend  lo 
throw  one  or  both  of  these  limits  farther  off.  Now.  these  are  truths  which 
will  appear  in  the  clearest  li)jht  in  a  subsequent  stajje  of  our  investigation. 
It  will  be  seen,  that  the  quantity  of  capital  which  will,  or  even  whidi  can, 
te  accumulated  in  any  countrj',  and  the  amount  of  gross  produce  which 
will,  or  even  which  can,  be  raised,  bear  a  proportion  to  the  state  of  the 
arts  of  production  there  existirg  ;  and  that  every  improvement,  even  if 
for  the  lime  it  diminish  the  circulating  capital  and  the  gross  produce, 
ultimately  makes  roam  for  a  larjier  amount  of  both,  than  could  possibly 
have  existed  otherwise.  It  is  this  which  is  the  conclusive  answer  to  the 
objections  against  machinery  ;  and  ihe  proof  thence  arising  of  the  ultimate 
benefit  of  mechanical  inventions  to  the  human  race,  will  hereafter  be  seen 
to  be  conclu5ive."*  But  this  docs  not  discharge  govcmmcnis  from  the 
obligation  of  alleviating",  and  if  possible  preventmg,  the  evils  of  which  this 
source  of  ultimate  benefit  is  or  may  be  productive  to  an  existing  genera- 
tion. If  the  sinking  or  fixing  of  capital  in  machinery  or  uscml  works, 
were  ever  to  proceed  at  such  a  pace  as  to  imp.iir  materially  the  funds  for 
the  maintenance  of  labour,  it  would  be  incumbent  on  legislators  to  take 
measures  for  moderating  its  rapidity-;  and  since  improvements  which  do 
not  diminish  employment  nn  the  whole,  almost  always  throw  some 
particular  class  of  labourers  out  of  it,  there  cannot  be  a  more  legitimate 
object  of  the  Icgisiaioi-'s  care  than  the  interests  of  those  who  are  thus 
sacrificed  to  the  gains  of  their  fellow-cilizcns  and  of  posterity. 

To  return  to  the  theoretical  distinction  between  fixed  and  circulating 
capital.  Since  all  wealth  which  is  destined  to  be  employed  for  reproduc- 
tion comes  within  the  designation  of  capilal,  there  are  parts  of  capital 
which  do  not  agree  with  the  definition  of  either  species  of  it ;  for  instance, 
the  Slock  of  finished  goods  which  a  manufacturer  or  dcider  at  any  thne 
possesses  unsold  in  his  warehouses.  But  this,  though  capital  as  to  its 
destination,  is  not  yet  capital  in  actual  exercise  :  it  is  not  engaged  in  pro- 
duction, but  has  first  to  be  sold  or  exchanged,  that  is,  converted  into  an 
equivalent  value  of  some  nther  commodities  ;  and  therefore  is  not  yet 
either  fixed  or  circulating  capital,  but  will  become  either  one  or  the  other, 
or  be  eventually  divided  between  them.  With  the  proceeds  of  his  tinished 
goods,  a  manufacturer  will  partly  pay  his  workpeople,  partly  replenish  bis 
stock  of  the  materials  of  his  manufactm-e,  and  partly  provide  new  buildings 
and  machinery,  or  rep.iir  the  old  ;  but  how  much  will  be  devoted  to  one 
mrpose,  and  how  much  to  another,  depends  on  the  nature  of  the  manii- 

ture,  and  the  requirements  of  Ihe  particular  moment. 

It  should  be  observed  further,  that  Ihc  portion  of  capital  which  is  con- 
ed tn  the  form  of  seed  or  material,  although,  unlike  fixed  capital,  it 
requires  to  bc  at  once  replaced  from  the  gross  producCj  stands  yet  in  the 
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way  of  coiiipeiition  or  of  cIi.-Mity,  in  what  was  previously  consumed  by 
other  people. 

§  3.  Nevertlipless,  I  do  not  believe  thnt  ns  lliings  arc  nclu.illy  tmns- 
aciccl,  iniprovcmeiits  in  produf-tion  -ire  often,  if  ever,  injurious,  even 
teinpoi-arily,  to  the  labouriiiKl  classes  in  the  aggreg.ite.  They  would  be 
so  if  they  took  place  sutldcnly  to  a  great  atnount,  because  much  of  the 
capital  bunk  must  necessarily  in  that  case  be  provided  from  funds  already 
employed  as  circulating  capital.  liut  imp  rove  men  is  are  always  iiiiro* 
diiced  vei-y  j;radu;ilty,  and  are  seldnm  or  never  made  by  witlidrawirg 
circulating'  capital  ftom  actual  producrion,  but  are  made  by  the  cinploy- 
meiit  of  the  annual  incrcisc  i  doubt  if  there  would  be  found  a  single 
example  of  a  great  increase  of  fixed  capital,  at  a  time  and  place  where 
circuhitinjfcapitid  was  not  rapidly  increasing  likcnisc.  It  is  not  in  poor 
or  backward  countries  thiit  ^leal  and  cosily  iniprovemenis  in  production 
are  made.  To  sink  cnpilal  in  land  for  a  permanent  relum — ^to  introduce 
expensive  macliitiery— are  acts  invohin^  immediate  sacriiice  for  distant 
objects;  an?l  indicate,  in  the  first  place,  tolerably  complete  security  of 
property  ;  in  the  second,  a  considerable  activity  of  industrial  cntcrpnse; 
and  in  the  third,  a  high  standard  of  what  has  been  called  the  'effective 
desire  of  accumulation  ;'  which  three  things  are  the  elements  of  a  society 
rapidly  progressive  in  its  amount  of  capital.  Although,  therefore,  the 
labouring,'  classes  must  sutler,  not  only  if  the  increase  of  fixed  capital 
lakes  place  at  the  expense  of  circnlating,  but  even  if  it  is  so  large  and 
rapid  as  to  retard  that  ordinary  increase  to  which  the  growth  of  popu- 
latioa  has  habitually  adapted  itself;  yet,  in  point  of  fact,  this  is  very 
ualikely  to  happen,  since  there  is  probably  no  country  whose  fixed  capital 
increases  in  a  ratio  mere  than  proportional  to  its  circulating.  It  the 
whole  of  the  railways  which  have  lately  oblnined  the  sanction  of  Parlia- 
ment were  coTistruclcd  in  the  limes  fixed  for  the  completion  of  each,  ihis 
improbable  contingency  would,  most  likely,  be  realized  ;  but  this  very 
case  is  even  noiv  aflbrdiny  an  example  of  ihe  difficulties  which  oppose 
the  diversion  into  new  channels  of  any  considerable  portion  of  the  capital 
that  supplies  the  old :  difiiculiies  generally  much  more  than  sufiicient 
(0  prevent  enterprises  that  involve  the  sinkJtLg  of  capital  from  extending 
themselves  with  such  rapidity  as  to  impair  ibe  sources  of  the  exisling^ 
ernploynient  for  labour. 

To  these  coniidcr-ilions  must  be  .^ddcd,  that  even  if  improvements  did 
for  a  time  decrease  the  aggregate  produce  and  the  circulating  capital  of 
llie  community,  they  would  not  the  less  tend  in  the  long  run  to  augment 
both.  They  increase  the  return  to  capital  ;  nnd  of  this  increase  the 
benefit  must  necessarily  accrue  either  to  the  capitalist  in  greater  profits, 
or  10  the  consumer  in  diminished  prices;  .-iffordingi  in  either  case,  an 
augmented  fund  from  which  accumulation  m:iy  be  made,  while  enlarged 
profits  also  bold  out  an  increased  inducement  to  accumulation.  In  the 
case  wc  before  selected,  in  which  the  immediate  result  of  the  improve* 
mcnt  was  lo  diminish  the  gross  produce  from  two  thousand  four  hundred 
quarters  lo  one  thousand  five  iumdi-cd,  yet  the  pmlit  of  the  capitalist 
being  now  five  hundred  (pianers  instead  of  four  hundred,  the  extra  one 
hundred  cjiiarters,  if  regularly  B.ived,  will  in  a  few  years  replace  the  one 
thousand  tjuaners  subtiacted  from  his  circulating  capital.  Now  the 
extension  of  business  which  iilmost  certainly  follows  in  any  department 
in  which  an  iinprcivcmcnl  has  been  made,  a^ords  a  strong  inducement  to 
those  ct)|;a^L-d  m  it  to  add  to  tlit;ir  capital ;  and  hence,  at  lite  stow  pace 


at  wMcIj  improvements  are  usually  introduced,  a  frre.it  p.'^rl  of  iJ:r  c;»[jil,'i] 
which  the  improvement  uhimately  absorbs  is  drawn  from  Uie  increased 
proBts  and  increased  savings  which  ii  has  itself  called  forth. 

This  tendency  of  improvements  in  production  to  cause  increased 
Accumulation,  and  thereby  uUimateLy  to  increase  the  gross  produce,  even 
if  temporarily  diminishing  il,  will  assume  a  still  more  decided  character 
if  it  should  appear  that  there  are  assignable  limits  both  to  ihe  accumula- 
tion of  capital,  and  to  the  inci-ease  of  production  from  the  land,  which 
limits  once  attained,  all  further  increase  of  produce  must  stop  ;  but  that 
improvements  in  production,  whatever  may  be  their  other  effects,  lend  to 
throw  one  or  both  of  these  limits  farther  off.  Now,  these  are  truths  which 
will  appear  in  the  clearest  light  in  a  subsequent  stage  of  our  inveslijjation. 
It  will  be  seen,  that  the  quantity  of  capital  which  will,  or  even  whidi  oin, 
be  accumulated  in  any  countrv',  and  the  amount  of  gross  produce  which 
will,  or  even  which  can,  be  raised,  bear  a  proportion  to  the  state  of  the 
arts  of  production  there  existing  ;  and  that  every  improvement,  even  if 
for  the  time  it  dimiolsh  the  circuiallrg  capital  and  the  gross  produce, 
ultimately  makes  room  for  a  larger  amoimt  of  both,  than  couM  possibly 
have  existed  otherwise.  It  is  this  which  is  the  conclusive  answer  to  the 
objections  agfainst  machinery  ;  and  the  proof  thence  arising  of  the  ultimate 
benefit  of  mechanical  invenricirs  to  the  human  race,  will  hereafter  be  seen 
lo  be  conclusive.*  Uut  this  docs  not  discharge  governments  from  the 
obligation  of  alleviating,  and  if  possible  preventing,  the  evils  of  which  this 
source  of  ullimaie  benefit  is  or  may  he  productive  to  an  existing  genera- 
tion. If  the  sinking  or  fixing  of  capital  in  machinery  or  useful  works, 
were  ever  to  proceed  at  such  a  pace  as  to  impair  materially  the  funds  for 
the  maintenance  of  tabot^r,  it  would  be  incumbent  on  legislators  to  take 
measures  for  moderating  its  rapidity-:  and  since  improvements  which  do 
not  diminish  employtnent  on  the  whole,  almost  always  throw  some 
particular  class  of  labourers  out  of  it,  there  cannot  be  a  more  legitimate 
object  of  the  legislator's  care  than  the  interests  of  those  who  arc  thus 
sacrificed  to  the  gains  of  their  fellow- citizens  and  of  posterity. 

To  return  to  the  theoretical  distinction  between  fixed  and  circulating 
capital.  Since  all  wealth  which  is  destined  to  be  employed  for  reproduc- 
tion comes  within  the  designation  of  capital,  there  are  parts  of  capital 
which  do  not  agree  with  the  dclinition  of  either  species  of  it  ;  for  instance, 
the  stock  of  finished  goods  which  a  manufacturer  or  dealer  at  any  time 
possesses  unsold  in  his  warehouses,  But  this,  thoogb  capital  as  to  its 
destination,  is  not  yet  capital  in  actual  exercise  :  it  is  not  engaged  in  pro- 
duction, but  has  first  to  be  sold  or  cxxhangcd,  that  is,  converted  into  an 
equivalent  value  of  some  other  commodities  ;  and  therefore  is  not  yet 
cither  fixed  or  circulating  capital,  but  will  become  cither  one  or  the  other, 
>r  be  eventually  divided  hetwecti  them.  With  the  proceeds  of  his  Hnished 
ds,  a  mamilacturer  will  partly  pay  his  workpeople,  partly  replenish  his 

ick  of  the  materials  of  his  manufacture,  and  partlyprovide  new  buildings 
and  machinery,  or  repair  the  old  ;  but  how  much  will  be  devoted  to  one 
purpose,  and  how  much  to  another,  depends  on  the  nature  of  the  manu- 
facture, and  the  requirements  of  the  particular  moment. 

It  should  be  observed  further,  that  the  portion  of  capital  which  is  con- 
sumed in  the  form  of  seed  or  material,  allhotiyh,  unlike  fixed  capital,  it 
requires  to  be  at  once  replaced  from  the  gross  produce,  stands  yet  in  the 


Infra^  book  iv,  chap,  v. 
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Mucli  of  tlie  seciirliy  of  person  and  property  in  modem  nations  ts  the 
effeci  of  manners  and  opinion  ratlicr  than  of  Uw.  There  are,  or  laicly 
were,  couniries  in  Europe  where  ihe  monarch  was  nominally  absolute, 
but  where,  from  the  restraints  imposed  by  established  usage,  no  subject 
felt  practically  in  the  smallest  danger  of  liaviny  his  possessions  arbitrarily 
sciicd  or  a  conirlbution  levied  on  ilicni  by  the  government.  There  must, 
however,  he  in  such  g'ovenimenls  much  petty  plunder  and  other  lyranny 
by  subordinate  at'ents,  for  which  redress  is  noi  obtained,  owing  to  the 
want  of  publicity  which  is  the  ordinary  character  of  absolute  j^ovcmnients. 
In  Enjfland  the  people  arc  tolerably  well  protected,  both  by  instiltitlons 
and  iniuincrs,  against  the  agents  of  govcniment ;  but,  for  the  security 
they  enjoy  against  other  evil-doers,  they  are  very  little  indebted  to  their 
insiiluiions.  The  laws  cannot  be  said  to  afford  protection  to  property 
when  they  afford  it  only  at  such  a  cost  as  renders  submission  to  mjury  in 
general  the  better  calculation.  The  security  of  property  in  England  is 
owing  (except  as  rc^arda  open  violence)  to  opinion,  and  the  fear  of 
exposure,  much  more  than  to  the  law  and  the  courts  of  justice.  Of  late, 
indeed,  law  has  thrown  part  of  it^  weight  into  the  other  scale,  by  a  course 
of  legislation  on  thr  subject  of  insolvent  debtors,  wbicli  is  almost  a  direct 
encouragement  to  repudiation  of  enga^'ements. 

Independently  of  all  imperfection  in  the  btilwarks  which  society  pur- 
posely throws  round  what  it  recognises  as  property,  there  are  various 
other  modes  in  which  defective  institutions  impede  the  empioyment  of  the 
productive  resources  of  a  counti'y  to  the  best  advantage.  We  shall  have 
occasion  fnr  notiring  many  of  these  in  the  progress  of  our  subject.  It  is 
sufficient  here  co  remark,  that  the  efficiency  of  industry  may  be  expected 
tobecreat,in  proportion  as  the  fruits  of  industry  are  insured  to  the  person 
exerting  it ;  at:d  that  all  social  arrangements  are  conducive  lo  useful 
exertion,  acrording  as  ihey  prnvide  that  the  reward  of  everyone  for  his 
labour  shall  be  proportioned  as  much  as  possible  to  the  benefit  which  it 
produces.  All  laws  or  usages  which  favour  one  class  or  sort  of  persons  to 
the  disadvantage  of  others  ;  which  chain  up  the  efforts  of  any  part  of  the 
community  in  pursuit  of  their  own  good,  or  stand  between  those  cBbrts 
and  their  natural  fiuils  —are  (independently  of  all  other  gruuiids  of  con- 
demnation J  vinf.'itionB  of  the  fiindanicnlal  principles  of  economical  policy; 
and  tend  to  make  the  aggregate  productive  powers  of  the  community 
productive  in  a  less  degree  tlian  they  would  otbcnvise  be. 


CHAPTER  VIII. 

OF  CO-OPERATION,   OR  THE  COMIIIN-^TION   OF  LAROtrn. 

5  '•  'n  the  enumeration  of  the  circi:mstanccs  which  promote  the  pro- 
dnttivene&s  of  l.ibour,  we  have  left  one  untouched,  which  because  of  its 
imponance,  and  of  the  many  topics  of  discussion  which  it  involves, 
rcq^uires  to  be  treated  apart.  This  is,  co-operation,  or  the  combined 
action  of  numbers.  Of  this  great  aid  to  production,  a  single  department, 
known  by  the  name  of  Division  of  Labour,  has  engaged  a  large  share  of 
the  attention  of  political  economists  ;  most  deservedly  indeed,  but  to  ihe 
exclusion  of  other  cases  and  exemplifications  of  the  same  comprehensive 
law.  Mr.  Wakefield  was,  1  Ix-lievc,  the  fnsi  to  point  out,  that  a  part  of 
the  subject  had,  with  injurious  etTect,  been  mistaken  for  the  whole  ;  that 


more  furdaniM^inl  principle  lies  beneath  tltnt  of  the  division  of  labour, 
and  comprehends  i(. 

Co-operation,  he  tibscnxs,*  is  'of  two  distinct  kinds:  first,  such 
co-operation,  as  takes  place  when  several  persons  help  each  other  in  ihc 
same  employment ;  secondly,  such  co  opeialion  as  takes  pla.ce  when 
several  persons  help  each  oiliPi-  in  diflerent  ein  ploy  men  1 3.  These  may  be 
termed  Simple  Co-operation  and  Complex  Co-Dpcraiicin. 

'  The  advantage  of  simple  co-cperaiion  is  illustrated  by  the  case  of  two 
greyhounds  rtmning  together,  which,  it  is  said,  will  kill  more  hares  than 
four  greyhounds  running  separately.  In  a  vast  number  of  simple  opera- 
lions  perfurmed  by  buinan  exertion,  it  is  quite  obvious  that  two  men 
working*  together  will  do  more  than  four,  or  four  times  four  men,  each  of 
whom  should  work  alone.  In  the  lifting;  of  heavy  weights,  for  example, 
in  Ihe  felling  of  trees,  in  the  sawing  of  timber,  in  the  gathering  of  much 
hay  or  com  during'  a  short  period  of  fine  weather,  in  draining^  a  large 
extent  of  land  during  the  short  season  when  such  n  work  maybe  properly 
conducted,  in  the  pulling  of  ropes  on  boai'd  ship,  in  the  rowing  of  large 
boats,  in  some  mining  operations,  in  tbe  erection  of  a  scalTolding"  for 
building,  and  in  the  breaking  of-stones  for  the  repair  of  a  road,  so  that 
the  whole  of  the  road  shall  always  be  kept  in  good  order ;  in  all  these 
simple  operations,  and  thousands  more,  it  is  absolutely  necessary  that 
many  persons  should  work  together,  at  the  same  time,  in  the  same  place, 
and  in  the  same  way.  The  savages  of  New  Holland  never  help  each 
other,  even  in  (he  most  simple  operations  ;  and  their  condition  is  hardly 
superior,  in  some  respects  it  is  inferior,  to  that  of  the  wild  animals  which 
they  now  and  then  catch.  Let  anyone  imagine  that  the  labourers  of 
England  should  suddenly  desist  from  helping  each  other  in  simple 
emptoyments,  and  he  will  see  at  once  the  prodigious  advantages  of 
simple  co-oper.ition.  In  a  countless  number  of  employments,  the  produce 
of  labour  is,  up  to  a  certain  point,  in  proportion  to  such  mutual  assistance 
amongst  the  workmen.  This  is  the  first  step  in  socinl  improvement.'  The 
second  is,  when  '  unc  body  of  men  having  combined  their  labour  to  raise 
more  food  than  tliey  require,  another  body  of  men  are  induced  [a  <:o]ii- 
bine  their  labour  for  the  purpose  of  producing  more  clothes  thin  they 
require,  and  with  those  surplus  clothes  buying  the  surplus  food  of  the 
other  body  of  labourers  ;  while,  if  both  bodies  together  have  produced 
more  food  ard  clothes  than  Ihcy  both  retjuire,  both  bodies  oijtain,  by 
means  of  exchange,  a  proper  capital  for  settmg  more  labourers  to  work  in 
tJicir  respective  occupations.'  To  simple  co-operation,  is  thus  superadded 
what  Mr.  Wakefield  terms  Complex  Co-nperation.  The  one  is  the  com- 
bination of  several  labourers  to  help  each  other  in  the  same  set  of  opei-a- 
tions ;  the  other  is  the  combination  of  several  labourers  to  help  one 
another  by  a  division  of  operations. 

There  is  '  an  important  distinction  between  simple  and  complex  co- 
npcnition.  Of  the  former,  oue  is  always  conscious  at  the  time  of  practising 
it  :  it  is  obvious  to  the  most  ignorant  and  vulgar  eye.  Of  the  latter,  but 
a  very  few  of  the  vast  numbers  who  practise  it  are  in  any  degree  conscious. 
The  cause  of  this  distinction  13  easily  seen.  When  several  men  are 
employed  in  lifting  the  same  weight,  or  pulling  the  same  rope,  at  the 
same  lime,  and  in  the  same  place,  there  can  be  no  sort  of  doubt  that  they 
co-opcrBte  with  each  other  ;  the  fact  Is  impressed  on  the  mind  by  Che 


mere  sense  TH~sigEl :  but  when  so-eral  men,  or  dcmim  m  men,  are 
employed  at  different  linie*  and  placo,  and  in  ditferem  pursuits,  their  co- 
operarion  with  each  other,  though  it  may  be  quite  as  certain,  is  not  so 
readily  perceived  as  in  the  other  case  :  in  order  to  perceive  a,  a  complex 
operation  of  ihe  mind  is  required/ 

In  the  present  state  of  socictj-  the  breeding  and  fewiing  of  &beep  is  the 
occupation  of  one  set  of  people,  drcssin^^  the  woal  to  prepare  it  for  the 
spinner  is  that  of  another,  spinnioi;  it  into  thread  of  a  third,  M-eavink' 
the  thread  into  braidcloth  of  a  fourth,  dyeing  the  cloth  of  a  fifth,  makin? 
it  into  a  coat  of  a  sixth,  nlthout  counting  the  multitude  of  'carriers, 
merchants,  factors,  and  reuilers,  put  in  requisition  at  the  successive 
stages  of  this  progress.  All  these  persons,  without  knowled^fe  of  one 
another  or  previous  understanding,  co-operate  in  the  production  of  lli« 
itllimate  result,  a  coat.  But  these  arc  far  from  being  all  who  co-openiie 
in  it ;  for  each  of  these  persons  requires  food,  and  many  other  articles  of 
consumption,  And  unless  he  could  have  relied  that  other  people  would 
produce  these  for  him,  he  could  not  have  devoted  his  rthole  time  to  odc 
step  in  the  succession  of  operations  which  produces  one  single  commodit>', 
a  coat.  Ever)'  person  who  took  part  in  producing  footl  or  erecting  houses 
for  this  scries  of  producers,  has,  however  unconsciously  on  nis  part, 
combined  his  labour  with  theirs.  It  is  by  a  real  though  imexpressed 
concert  '  that  the  luxly  who  raise  more  food  than  they  want,  can  exchange 
with  the  body  who  raise  more  clothes  than  tliey  w-ant ;  and  if  the  two 
bodies  were  separated,  either  by  distance  or  disinclination-- unless  the 
two  bodies  should  virtually  form  themselves  into  ouc,  for  the  commou 
object  of  raising  enough  food  and  clothes  for  the  whole— they  could  not 
divide  into  two  distinct  parts  the  whole  operation  of  producing  a  sufficient 
(quantity  of  foot!  and  clothes.' 

S  2.  The  influence  exercised  on  production  by  the  separation  of 
employments,  is  more  fuudamcntal  than,  from  the  mode  in  which  the 
subject  is  usually  treated,  a  reader  mi^ht  be  induced  to  suppose.  It  is 
not  merely  that  when  the  production  of  different  thingrs  becomes  the  sole 
ur  principal  occupatiun  of  different  pcrsonSj  a  much  i,Tenter  quantity  of 
each  kind  of  article  is  produced.  The  truth  is  much  beyond  this.  Witli- 
out  ."iorae  separation  of  employmems,  very  few  things  would  be  produced 
at  alL 

.Suppose  a  set  of  persons,  or  a  number  of  families,  all  employed  in 
precisely  the  same  manner ;  each  family  settled  on  a  piece  of  its  own 
land,  on  which  it  grows  by  its  labour  the  food  required  for  its  own 
sustenance,  .-ind  as  there  are  no  persons  to  buy  any  surplus  produce  where 
all  are  producers,  each  family  has  to  produce  witliin  itself  whatever  otlicr 
artirlps  it  consumes.  In  such  circumstances,  if  the  soil  was  lolerabiy 
fertile,  and  population  did  not  tread  too  closely  on  the  heels  of  subsistence, 
there  would  be.  no  doubt,  some  kind  of  domestic  manufactures  ;  clothing 
for  the  family  might  perhaps  be  spun  and  woven  within  it,  by  the  labour 
probably  of  the  women  (a  first  step  in  the  separation  of  employments) ; 
and  a  dwelling  of  some  son  would  be  erected  .ind  kept  in  repair  by  their 
united  labour.  Itut  beyond  simple  food  (precarious  too,'  from  the 
variations  of  the  seasons),  coarse  clothing,  and  very  imperfect  lodj-ing,  it 
would  be  scarcely  possible  that  the  family  should  produce  anything  more. 
They  woald,  in  general,  require  their  utmost  exertions  to  accomplish  so 
^orh.  Their  power  even  of  extrariinEj  food  from  the  soil  would  be  kc^ 
naiTow  limits  by  the  quality  of  their  tools,  which  would  necessarily 


't>e  of  ihe  must  wrc^iclicd  descriplion.    To  rio  ahnost  nnythini;  in  the  v.ay 

of  producing   for  lliemselves   articles  of  convenience  or  luxury,  woultl 

require  too  much  lime,  and,  in  many  cases,  iheir  presence  in  a  dtlTerem 

"jlace.    Very  few  kinds  of  industry,  thercfarc,  would  exist;  and  ihat 

l*wliich  did  exist,  n.inicly,  the  production  of  necessaries,  would  be  extremely 

linefKcieol,  not  solely  from  imperfect  implements,  but  because,  wlien  the 

r;ground  and  the  domestic  industry  fed  by  it  had  been  mrtde  to  supply  the 

mecessarics  of  a  single  family  in  tolerable  abundance,  there  would  be 

little  motive,  while  the  numbers  of  the  family  remained  the  sante,  to 

lake  cither  the  land  or  the  labour  produce  more. 

But  suppose  an  event  to  occur,  which  would  amount  to  a,  revolution  in 

le  circLim:stancc:>  of  this  little  settlement.     Suppose  Oiat  a  company  of 

rcificers,  provided  with  tools  and  with  food  sufTicient  to  maintajr  them 

'^for  a  year,  arrive  in  the  country  and  establish  tliemsetves  in  the  midst  of 

the  population.     These   new  settlers  occupy  thtmselvcs    in    produciny 

panicles  of  use  or  ornament  adapted  to  the  taste  of  a  simple  people  ;  and 

fore  their  food  is  exhausted  they  have  produced  these  in  considerable 

Juantity,  juid  arc  ready  to  exchange  lliem  for  more  food.     The  economical 

isilion  of  (he  landed  popuhitiou  is  now  most  materially  altered.    They 

jnve  an   opporuinily   given   them  of  .acquiring  comforts   and   hixurles. 

Things  which  while  ibey  depended  solely  on  their  own  labour,  they  never 

juld  hai-e  obtained,  because  they  could  not  have  produced,  are  now 

icccssible  to  them  if  they  can  succeed  in  producitig  an  additional  quantity 

Sf  food  and  necessaries.     They  are  thus  incited  to  increase  rhc  produc- 

livcness  of  their  industry.     Among  the  convemences  for  the  first  time 

lade  accessible  to  them,  belter  tools  are  probably  one  :  and  apart  from 

lis,  they  have  a  motive  to  labour  more  assiduously,  and  adopt  con- 

rivances  for  making  their  labour  move  eHectiial.     By  these  means  they 

nil  generally  succeed  in  compelling  their  land  to  produce,  not  only  food 

)r  themselves,  bul  a  surplus  for  the  new  comers,  wherewith  to  buy  from 

lem  the  products  nf  their  industry.     The  new  settlers  constitute  what  is 

lied  a  market  for  surplus  agricultural  produce  :  and  their  arrival  has 

airichcd  the  seitlenicut  not  only  by  the  manufactured  articles  M-hich  they 

jroducc,  but  by  the  food  which  would  not  have  been  prodjccd  unless 

ley  had  been  there  to  consume  it. 

There  is  no  inconsistency  between  this  doctrine,  and  the  principle  we 
lave  laid  down,  that  a  market  for  commodities  does  not  constitute 
employment  for  labour.*  The  labour  nf  the  agriculturists  was  already 
>rovided  with  employment  :  they  are  not  indebted  to  the  demand  of  the 
'  ;w  comers  for  being  able  to  maintain  themselves.  What  that  demand 
aes  for  them  is,  to  caU  Ihcir  labour  into  increased  vig"our  and  efficiency  : 
stimulate  them,  by  new  motives,  to  new  exertions.  Neither  do  the  new 
>racrs  owe  their  maintenance  and  employment  to  the  ricnwnd  of  the 
riculturists  :  with  a  years  subsistence  in  store,  they  could  have  settled 
Je  by  side  with  the  fonncr  inhabitantSf  and  produced  a  similar  scanty 
lock  of  food  and  necessaries.  Nevertheless,  we  see  of  what  supreme 
npartancc  to  the  productiveness  of  the  labour  of  prodticei"5,  is  the 
(istence  of  other  producers  within  reach,  employed  in  a  different  kind 
'induatiy.  The  power  of  exchanging  the  promicis  of  one  kind  of  lalwur 
those  of  another,  is  a  condition,  but  for  which,  there  would  almost 
|n-a>-8  be  a  smaller  quantity  of  labour  altogether.    \Vhena  new  market  is 
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opened  for  any  product  of  i.nliistrj',  and  a  greater  miantiiy  of  the  nrliclc 
is  consequently  produced,  ihc  increased  prtukictioti  i$  not  always  obtainetl 
at  the  expense  of  some  oilier  product  ;  it  is  often  a  new  cremion,  ihe 
result  of  labour  which  would  oilierwise  have  remained  unexerted  ;  or  of 
assistance  rendered  lo  labour  by  iinprovcmenis  or  by  modes  of  co- 
operation to  which  recourse  would  not  liave  been  had  ii  an  inducement 
had  not  been  offered  for  raising  a  larger  produce. 

§  3.  From  these  considerations  it  appears  that  a  country  will  seldom  have 
a  productive  agriculture,  unless  it  hasa  larye  town  population,  or  the  only 
available  substitute,  a  larj^e  export  trade  in  agricultural  produce  to  supply 
a  population  elsewhere,  1  ttsc  the  phrase  town  population  for  ^ortncss, 
to  imply  a  population  non-ayricultural ;  which  will  Ecnerally  be  collected 
in  towns  or  larye  viliaycs,  for  llie  bake  of  combination  of  labour.  The 
application  of  this  truth  by  Mr.  Wakefield  to  ihe  theory  of  colonization, 
hits  excited  much  attention,  and  is  doubtless  destined  to  excite  much  more. 
It  is  one  of  those  great  practical  discoveries,  which,  once  made,  appear  so 
obvious  that  the  merit  of  making  them  seems  less  than  it  is.  Mr.  Wakc- 
Aeid  was  the  first  to  point  out  that  the  mode  of  planting  new  settlements, 
then  commonly  practised— scltiny  down  a  number  of  families  side  by 
side,  each  on  its  piece  of  laud,  and  all  employing  themselves  in  exactly 
the  same  man ocr,— though  in  favourable  circumstances  it  may  assure  to 
those  families  a  rude  abundance  of  mere  necessaries,  c^n  never  be  other 
than  unfavourable  10  great  producfion  or  rapid  growth  :  and  his  system 
(Mnsists  of  arrangements  for  securing  that  every  colony  shall  have  from 
tlic  first  a  town  pupulalion  bearing  due  proportion  to  its  agricultural,  and 
that  the  cultivators  of  tlie  soil  shall  not  be  so  widely  s<:attcred  as  to 
be  deprived  by  distance  of  the  benefit  of  that  town  population  as  a 
m.arkec  for  their  produce.  The  principle  on  which  the  scheme  is  founded, 
does  not  depend  on  any  theory  respecting  the  superior  productiveness  of 
land  held  in  large  portions,  anil  cultivated  by  hired  labour.  Supposing  it 
true  that  land  yields  the  greatest  produce  when  divided  mto  small 
properties  and  cultivated  by  peasant  proprietors,  a  town  population  would 
l>e  just  as  necessary  lo  induce  those  proprietors  to  raise  that  larger 
produce  :  and  if  they  were  too  fiir  fiom  the  nearest  scat  of  non-agriculiural 
industry  to  use  it  as  a  market  for  disposing  of  their  surplus,  and 
thereby  supplying  their  other  wants,  neither  that  surplus  nor  any 
e<iuivalcnt  for  it  would,  generally  speaking,  be  prnduccd. 

It  is,  above  all,  the  dctiricncy  of  town  pnpuIatiDn  which  limits  the 
productiveness  of  the  industiy  of  a  country  like  India.  The  agriculture 
of  India  is  conducted  entirely  on  the  system  of  small  holdings.  There  is, 
however,  a  considerable  amount  of  combinatinn  of  labour.  .The  village 
institutions  and  customs,  which  arc  the  real  framework  of  Indian  society, 
make  provision  for  joint  action  in  the  cases  in  which  it  is  seen  to  be 
necessary  ;  or  where  tliey  fail  to  do  so,  the  government  (when  tolerably  well 
administered)  steps  in,  and  by  an  outlay  from  the  revenue,  executes  \y\- 
combined  labour  the  tanks,  embanktncnis,  and  works  of  irrigation,  which 
arc  indispensable.  'Ihc  implements  and  processes  of  agriculture  are, 
however,  so  wrulchcd,  that  the  produce  of  the  soil,  in  spite  of  great 
naturut  fcrtilityand  a  climate  highly  favourable  lovegetation,  is  miserably 
small  :  and  the  land  mighl  be  made  to  yield  fnnri  in  abundance  for  many 
more  than  the  picsent  number  of  inhabitants,  without  departing  fittin  the 
«veicm  of  small  holdings.  Uut  to  this  the  stimulus  is  wauling,  which  a 
.own  population,  connected  with  the  rural  districts  by  easy  and  ua- 
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expensive  means  of  communication,  would  afford.  That  town  population, 
again,  does  not  grow  up,  because  the  few  wants  and  unaspiring  spirit  of 
the  cultivators  (joined  until  lately  with  great  insecurity  of  property, 
from  military  and  fiscal  rapacity)  prevent  them  from  attempting  lo 
become  consumers  of  town  produce.  In  these  circumstances  Ihc  best 
chance  of  an  early  development  of  the  produrtive  resources  of  India, 
consists  Wi  the  now  rapid  growth  of  its  export  of  agricultural  produce 
(cotton,  indigo,  sugar,  coffee,  etc),  to  the  tnarkets  of  Europe.  The 
producers  of  these  articles  are  consumers  of  food  supplied  by  their  fellow- 
agricuhurisis  in  India  ;  and  Ihe  market  thus  opened  for  surplus  food  will, 
if  accompanied  by  good  yovernmenl,  raise  up  by  degrees  more  extended 
ants  and  desires,  directed  either  towards  European  commodities,  or 
wards  things  which  wilt  require  for  their  production  in  India  a  larger 
aniifacturing  population. 

§  4.  Thus  far  of  the  separation  of  employments,  a  form  of  the  combina- 
ation  of  labour  without  which  there  cannot  be  the  first  rudiments  of 
industrial  civilization.  But  when  this  separation  h  thoroughly  established  ; 
when  it  has  become  the  general  practice  for  each  producer  to  supply 
many  others  with  one  commodity,  and  to  be  supplied  by  others  with  most 
of  the  things  which  he  consumes  ;  reasons  not  less  real,  thouyh  less  im- 
peniiive,  invite  to  a  further  extension  of  the  same  principle.  It  is  found 
that  the  productive  power  of  labouris  increased  by  carrying  the'separation 
further  and  further  ;  by  breaking  down  more  and  more  every  process  of 
industry  into  parts,  so  that  each  labourer  shall  confine  himself  to  an  ever 
imaller  number  of  simple  operations.  And  thus,  in  time,  arise  those 
markable  cases  of  what  is  called  the  division  of  labour,  with  which 
all  readers  on  subjects  of  this  nature  are  familiar.  Adam  Smith's  illus- 
tration from  pin-making,  though  so  well  known,  is  so  much  to  the  pnint, 
at  I  will  venture  once  more  to  transcribe  it.  '  The  business  of  making 
pin  is  divided  into  about  eighteen  distinct  oiierations.  One  man  draws 
t  the  wire,  another  straights  it,  a  third  cuts  it,  a  fourth  points  it,  a  fifth 
inds  it  at  the  top  for  receiving  the  head  ;  to  make  the  head  requires  two 
three  distinct  operations  ;  to  put  it  on,  is  a  peculiar  business  ;  lo 
hiten  the  pins  is  another  ;  it  is  ever  a  trade  by  itself  to  put  them  into  the 
per.  .  .  .  I  have  seen  a  small  manufactory  where  ten  men  only  were  em- 
ployed, and  where  some  of  them,  consequently,  performed  two  or  three 
distinct  operations,  But  though  they  were  very  poor,  and  therefore  but 
indifferently  accommodated  with  the  necessary  machinery*,  they  could, 
when  they  exerted  themselves,  make  among  them  about  twelve  pounds  of 
ina  in  a  day.  There  are  in  a  pound  upwards  of  four  thousand  pins  of  a 
iddling  size.  Those  ten  persons,  therefore,  could  make  among  tbera 
ipwards  of  forty-eight  thousand  pins  in  n  day.  Each  person,  therefore, 
liaking  a  tenth  part  of  forty-eight  thousand  pms,  might  be  considered  as 
'making  foor  thousand  eight  hundred  pins  in  a  day.  But  if  they  had  all 
wrought  separately  and  independently,  and  vvithoi:t  any  of  them  having 
been  educated  to  this  peculiar  business,  they  certainly  could  not  each  of 
them  have  made  twenty,  perhaps  not  one  pin  in  a  day.' 

M.  Say  furnishes  a  still  stronger  eynmple  of  the  effects  of  division  of 
labour — from  a  not  very  important  branch  of  industry  certainly,  the 
manufacture  of  playing  cards.  'It  is  said  by  those  engaged  in  the 
business,  that  each  card,  that  is,  a  piece  of  pasteboard  of  the  siie  of  the 
band,  before  being  ready  for  sale,  does  not  undergo  fewer  ihaii  swvcvkVi 
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deal  of  lime  in  passing  from  his  loom  to  th«  field,  and  from  the  6e1d  to 
his  loom.  When  the  two  trades  can  be  carried  on  in  the  same  work- 
house, the  loss  of  time  is  no  doubt  much  jcss.  It  is  even  in  this  case, 
however,  vcr>'  considerable.  A  man  commonly  saunters  a  little  in 
turning  his  hand  fiom  one  sort  of  employment  to  another.  When  he 
first  begins  the  new  work,  he  is  seldom  very  keen  and  heany  ;  his  mind, 
as  ihey  say,  does  not  go  to  ii,  and  for  some  time  he  rather  trifles  than 
applies  to  good  purpose.  The  habit  of  saunterinf^  and  of  indolent  care- 
less application,  which  is  naturally,  or  rather  necessarily  acquired  by 
every  country  workman  who  is  obliged  to  change  his  work  and  his  tools 
every  half  hour,  and  lo  apply  his  hand  in  twenty  different  ways  almost 
every  day  of  his  life,  renders  him  almost  always  slothful  and  Iruy,  and 
incapable  of  any  vigorous  application  even  on  the  most  pressing  occa- 
sions.' This  is  surely  a  most  exaggerated  description  of  the  inefficiency 
of  country  labour,  where  it  has  any  adequate  motive  to  exertion.  Few 
workmen  change  their  work  and  their  tooU  oftener  than  a  gardener;  is 
he  usually  incapable  of  vigorous  application?  Many  of  the  higher 
description  of  artisans  have  to  perform  a  great  multiplicity  of  operations 
with  a  variety  of  tools.  They  do  not  execute  each  of  these  with  the 
rapidity  with  which  a  factory  workman  performs  his  single  operation  ; 
but  they  are,  except  in  a  merely  manual  sense,  more  skilful  labourers,  and 
in  all  senses  whatever  mare  energetic. 

Mr.  Babbage,  following  in  the  track  of  Adam  Smith,  says  :  'When 
the  human  hand,  or  the  human  head,  has  been  for  some  time  occupied 
in  any  kind  of  work,  it  cannot  instantly  change  its  employment  with  full 
effect.  The  muscles  of  the  limbs  employed  have  acquired  a  flexibility 
during  their  exertion,  and  those  not  m  action  a  stimness  during  rest, 
which  renders  every  change  slow  and  unequal  in  the  commencement. 
Long  habic  also  produces  in  the  muscles  exercised  a  capacity  for  endur- 
ing fatigue  to  a  much  greater  degree  than  they  could  support  under 
other  circumstances.  A  similar  result  seems  to  take  place  in  any  change 
of  menial  exertion  ;  the  attention  bestowed  on  the  new  subject  not  being 
so  perfect  at  first  as  it  becomes  after  some  exercise.  The  employment  of 
different  tools  in  the  successive  processes,  is  another  cause  of  the  loss  of 
time  in  changing  from  one  operation  to  another.  If  these  tools  are 
simple,  and  the  change  is  not  frequent,  the  loss  of  time  is  not  consider- 
able ;  but  in  many  processes  of  the  arts,  the  loots  are  of  great  delicacy, 
requiring  accurate  adjustment  every  time  they  are  used  ;  and  in  many 
cases,  the  time  employed  in  adjusting  bears  a  large  proportion  to  that 
employed  in  using  the  tool.  The  sliding-rest,  the  dividing  and  the 
drilling  engine  arc  of  this  kind  ;  and  hence,  in  manufactories  of  sufficient 
extent,  it  is  found  to  be  good  economy  to  keep  one  machine  constantly 
employed  in  one  kind  of  work  ;  one  lathe,  for  evample,  having  a  screw 
motion  to  its  slidin^-rest  along  the  whole  length  of  its  bed,  is  kept 
constantly  making  cylinders  ;  another,  having  a  motion  for  equalizing 
(he  velocity  of  the  work  at  the  point  at  which  it  passes  the  tool,  is  kept 
for  facing  surfaces  ;  whilst  a  third  is  constantly  employed  in  cutting 
wheels.' 

I  am  very  far  from  implying  that  these  dlfTerent  considerations  arc  of 
no  weight ;  but  1  tliinl;  there  are  counter- con  si  derations  wliich  are  over- 
looked.     If  one  kind  of  mgscular  or  mental   labour  is  different    from 

Hher,  for  th.-it  very  reason  it  is  to  some  extent  a  rest  from  tliat  other ; 
if  the  greatest  vigour  is  not  at  once  obtained  la  the  second  oocupatioii, 
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neither  could  the  tirsl  have  been  inde^nitely  prolonged  without  some 
relaxation  of  energy.  It  is  a  matter  of  common  experience  that  a  rhange 
of  occupation  wiU  often  afford  relief  fthere  complete  repose  would  other- 
wise be  necessary,  :ind  that  a  person  can  work  many  more  hours  without 
fatigue  at  a  succession  of  occujsations,  than  if  contined  during  the  whole 
time  to  one.  Diflercnc  occupations  employ  diJTerent  muscles,  or  dilTcrent 
loculcies  of  ihe  mind,  some  of  wlilch  rest  and  are  refreshed  while  others 
work.  Bodily  labour  itself  rests  from  mental,  and  conversely.  Even  the 
vnTiety  itself  has  an  invi^^'orating  effect  on  what,  for  want  of  A  more 
philosophical  appellation,  we  must  term  the  animal  spirits  ;  so  important 
to  the  ctHcicncy  of  all  work  not  mechanical,  and  not  unimportant  even  to 
ihat.  The  comparative  weight  due  lo  these  considerations  is  different 
with  different  individuals  :  some  are  more  fitted  than  others  for 
persistency  in  one  occupation,  and  less  fit  for  change  ;  they  require 
longer  to  get  the  steam  up  (to  use  a  metaphor  now  common)  ;  the  irk- 
someness  of  setting  to  work  lasts  longer,  and  it  requires  more  time  to 
bring  their  faculties  into  full  play,  and  therefore  when  this  is  once  done, 
they  do  not  like  to  leave  off,  but  go  on  long-  without  intermission,  even 
to  the  injury  of  their  health.  Temperament  has  sometliing  to  do  with 
these  differences.  Ttiere  are  people  whose  faculties  seem  by  nature  to 
come  slowly  into  action,  and  to  accomplish  little  until  they  have  been  a 
long  time  employed.  Others,  again,  get  into  action  rapidly,  but  cannot, 
without  exhaustion,  continue  long.  In  this,  however,  as  m  most  other 
things,  though  natural  differences  are  sometliing,  habit  is  much  more. 
The  habit  of  passing  rapidly  from  one  occupation  to  another  may  be 
~  :quired,  tike  other  habits,  by  early  cultivation  ;  and  when  it  is  acquired, 
lere  is  none  of  the  sauntering  which  Adam  Smhh  speaks  of,  after  each 
angc ;  no  want  of  energy  and  interest,  but  the  workman  comes  to  each 
part  of  his  occupation  with  a  freshness  and  a  spirit  which  he  does  not 
in  if  he  persists  in  any  one  part  (unless  in  case  of  unusual  excitement) 
yond  the  length  at  time  to  which  he  Is  accustomed.  Women  are  usually 
;t  least  in  their  present  social  circumstances)  of  far  greater  versatility 
than  men  ;  and  the  present  topic  is  an  instance  among  multitudes,  how 
little  the  ideas  and  experience  of  women  have  yet  counted!  for,  in  forming 
the  opinions  of  mankind.  There  arc  few  women  who  would  not  reject  the 
idea  that  work  is  made  vigorous  by  being  protracted,  and  is  inefficient  for 
some  lime  after  changing  to  a  new  thing.  Even  in  this  case,  habit,  I 
believe,  much  more  than  nature,  is  the  cause  of  the  difference.  The 
occupations  of  nine  out  of  every  ten  men  are  special,  those  of  nine  out  of 
every  tcR  women  general,  embracing  a  multitude  of  details,  each  of  which 
recjuiies  very  little  time.  Women  arc  in  the  constant  practice  of  passing 
quickly  from  one  manual,  and  still  more  from  one  mental  operation  to 
another,  which  therefore  rarely  costs  them  either  effort  or  loss  of  time, 
while  a  man's  occupation  generally  consists  in  working  steadily  for  a  long 
time  at  one  thing,  or  one  very  limited  class  of  things.  But  the  situations 
are  someiicies  reversed,  and  wiih  (hem  the  characters.  Women  arc  not 
found  less  efficient  than  men  for  the  uniformity  of  factory  work,  or  Ihey 
would  not  so  generally  be  employed  for  it  ;  and  a  man  who  has  cultivated 
the  habit  of  turning  his  hand  to  many  things,  far  from  being  the  slothful 
and  laiy  person  described  by  Adam  Smith,  is  usually  remarkably  lively 
and  active.  It  is  true,  however,  that  change  of  occupation  may  be  too 
fre<]uent  even  for  the  most  versatile.  Incessant  vatwvy  \%  twtu  \(tfA« 
fatiguing  than  perpetual  sameness. 
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The  ihird  aaranwge  attiibuted  by  Adam  Smiih  to  the  division  of  labmif 
is,  to  a  certain  extent,  real,  Inventions  tending  to  save  labour  in  a  par- 
ticular operation,  are  more  likely  to  occur  to  any  one,  in  proportionas  his 
thoughts  arj  iiUeiiselydirecled  to  that  occupation,  niid  continually  employed 
upon  it.  A  perFion  is  not  so  likely  to  m^Ice  practical  improvements  m  one 
department  of  things,  whose  attention  is  very  much  diverted  to  others. 
Hut,  in  this,  much  more  depends  on  general  inteniirence  and  habitual 
activity  of  mind,  than  on  cxclusivcncss  of  occupation,  and  if  that  ex- 
clusivenesd  is  carried  to  a  degree  unfavourable  to  tlic  cultivation  o( 
intelligence,  there  will  be  more  lost,  in  thiskind  ofadvantage,  llian  gained. 
We  may  add,  that  whatever  may  he  the  cause  of  m:tking  inventions,  wliea 
they  are  once  mnde,  the  increased  cfliciency  of  Labour  is  owing  to  the 
invention  itself,  and  not  to  the  division  of  labour. 

The  greatest  advantage  (next  to  the  dexterity  of  the  workmen)  derived 
fron\  tlic  minute  division  of  labour  which  takes  place  in  mudcm  manu> 
factiiring  industry,  is  probably  one  not  mentioned  by  Adam  Smith,  but  to 
which  attention  has  been  drawn  hy  Mr.  Babbigc  ;  the  more  economical 
distribution  of  labour,  by  classing  the  workpeople  according'  to  their 
capacity,  different  parts  of  the  same  series  of  operations  require  unequ^ 
degrees  of  skill  and  bodily  strength  ;  and  those  who  have  skill  enough  far 
the  most  difficult,  or  strength  enough  for  the  hardest  parts  of  the  labour, 
are  made  much  more  useful  by  being  employed  solely  in  theni ;  the 
operations  of  which  inferior  workmen  are  capable,  being  left  in  those  who 
are  fit  for  no  others.  Production  is  most  efiicient  when  the  precise 
c|uant!ty  of  skill  and  strength,  which  is  required  for  each  part  of  the 
procesb;,  is  employed  in  it.  and  no  more.  The  operation  of  pin-making 
requires,  it  seems,  Jn  its  dilTerent  parts,  such  different  degrees  of  skill,  that 
the  wages  earned  by  the  persons  employed  vary  from  fourpencc  halfpenny 
a  day  to  six  shillings  ;  and  if  the  workmnn  who  is  paid  at  that  highest  rate 
had  to  perforin  the  whole  process,  he  would  be  working  a  part  of  his  time 
with  a  waste  per  day  equivnlent  to  thedilTerence  between  six  shillings  and 
fourpencc  halfpenny,  Without  rcfErcnce  to  the  loss  sustained  in  quantity 
of  work  done,  and  supposing  even  that  he  could  make  a  pound  of  pins  in 
the  same  time  in  which  ten  workmen  combining  their  labour  can  mak« 
ten  pounds,  Mr.  Dabbage  computes  that  they  would  cost,  in  mnking, 
l^ree  times  and  three -quarters  as  much  as  they  now  do  by  means  of  the 
division  of  labour.  In  needle- making,  he  adds,  the  dilTerence  wmild  be 
still  greater,  for  in  that,  the  scale  of  remuneration  for  different  pansof  tlie 
process  vanes  from  sixpence  to  twenty  shillings  a  day. 

To  the  .idvantagc  which  consists  in  extracting  the  greatest  possible 
amount  of  utility  from  skill,  may  he  added  the  analogous  one,  of 
extracting  the  utmost  possible  utility  from  tools.  *  If  any  man,' says  an 
able  writer,*  '  had  all  the  tools  which  many  different  occupations  rcmiire,  at 
least  three-fourths  of  them  would  constantly  be  idle  and  useless.  It  were 
clearly  then  better,  wctq  any  society  to  exist  where  each  man  had  all  these 
tools,  and  alternately  earned  on  each  of  these  occupations,  that  the 
niembers.  of  it  should,  if  possible,  divide  them  amongst  them,  each 
restricting  himself  to  some  particular  employment.  The  advantages  of 
the  change  to  the  whole  community,  and  therefore  to  every  individual  in 
it,  are  groat.     In  the  first  place,  the  various  implements,  being  in  constant 


•  Statemmt  of  somt  Nnv  Principltl  fl  tht  su^jett  ef  felilicid  £(memy, 
Juhn  Rae  (Beaton   V-S.»,  p.  164.  »*     ■      T         -^ 


Bf 


COMBINATION  OF  LABOUR. 


?mpIoyment,  yield  a  better  return  for  what  has  been  laid  out  in  procuring 

them.     In  consequence  their  owners  can  afford  to  have  them  of  better 

iiiuiity  and  more  complete  construction.    The  result  of  both  events  is, 

inat  a  larger  provision  is  made  for  the  future  wants  of  the  whole  society.' 

§  6.  The  division  of  labour,  as  all  writers  on'lhe  subject  have  remarked, 

limited  by  the  extent  of  the  market.     If,  by  the  separation  of  pinmaking 

ito  ten  distinct  employments,  forty-eight  thousand  pins  can  be  made  in 

,  day,  this  separation  will  only  be  advisable  if  the  number  of  accessible 

ansumers  is  such  as  to  require,  e\'ery  day,  something  like  fony-elght 

jousand  pins.     If  there  is  only  a  demand  for  twenty-four  thousand,  ihe 

livision  oflabour  can  only  be  advantageously  carriea  to  the  extent  which 

rill  every  day  produce  that  smaller  number.    This,  therefore,  is  a  further 

iode  in  which  an  accession  of  demand  for  a  commodity  tends  to  increase 

le  efficiency  of  the  labour  employed  in  its  production.    The  extent  of 

le  market  may  be  limited  by  several  causes  :  too  small  a  population  ; 

le  population  too  scattered  and  distant  to  be  easily  accessible  ;  deficiency 

"  roaus  and  water  carriage  ;  or,  finally,  the  population  too  pocpr,  that  is, 

leir  coUectii'c  labour  too  little  effective,  to  admit  of  their  being  large 

consumers.     Indolence,  want  of  skill,  and  want  of  combination  oflabour, 

^among-  those  who  would  otherwise  be  buyers  of  a  commodity,  limit, 

lereforc,  the  practicable  amount  of  combination  of  labour  among  its 

■oduccrs.    In  an  early  stage  of  dvilizalion,  when  the  demand  of  any 

irticular  locality  was  necessarily  small,  industry  only  flourished  among 

lose  who  by  their  command  of  the  sea  coast  or  of  a  ravigable  river, 

)uld  have  the  whole  world,  or  all  that  part  of  it  which  lay  on  coasts  or 

lavigable  rivers,  as  a  market  for  their  productions.    The  increase  of  the 

!neral  riches  of  the  world,  when  accompanied  with  freedom  of  com- 

-rcial  intercourse,  improvements  in  navigation,  and  inland  communica- 

>n  by  roads,  canals,  or  railways,  tends  to  give  increased  productiveness 

the  labour  of  every  nation  in  particular,  by  enabling  each  locality  to 

ipply  with  its  special  products  so  much  lai-ger  a  market,  thai  a  ^rcat 

[tension  of  the  division  of  labour  in  their  production  is  an  ordinary 

jnseqiience. 

The  division  of  labour  is  also  limited,  in  many  cases,  by  the  nature 
'  the  empIoymcnL  Agriculture,  for  example,  is  not  susceptible  of  so 
;at  a  division  of  occupations  as  many  branches  of  manufactures, 
Secause  its  different  operations  cannot  possibly  be  simultaneous.  One 
^an  cannot  be  always  ploughing,  another  sowing,  and  another  reaping. 
i  workman  who  only  practised  one  agricultural  operation  would  be  idle 
ieven  months  of  the  year.  The  same  person  may  perform  them  all  in 
jluccession,  and  have,  in  almost  every  climate,  a  considerable  amount  of 
wccupicd  time.  The  combination  of  labour,  of  which  agricultural 
idustry  is  susceptible,  is  chiefly  that  which  Mr.  Wakefield  terms  Simple 
rO-operation  ;  many  persons  employed  together  in  the  same  work.  To 
Kecute  a  great  agricultural  improvement,  it  Is  often  necessary  :hal  many 
ibotirers  should  work  together  ;  but  in  general,  except  the  few  \vhasc 
isincss  is  superintendence,  they  all  work  in  the  same  manner.  A  canal 
a  railway  embankment  cannot  be  made  without  a  combination  of  many 
ibourers ;  but  Ihcy  arc  all  excavators,  except  tbe  engineer  and  a  few 


1-^ 


OF  PRODUCTIOM  ON  A  LAKGE,  AND  PRODUCTION  CM  A  SMALL  SCALE. 

§  I.  From  the  imporiance  of  combination  of  labour,  it  is  an  obvious 
conclusion,  that  tbere  arc  many  cases  in  which  production  is  made  much 
more  effective  by  being  conducted  on  a  large  scale.  Whenever  it  ia 
essential  to  the  greatest  efficiency  of  labour  that  many  labourers  shoijild 
combine,  even  though  only  in  the  way  of  Simple  Co-operation,  the  scale 
of  the  cnlerprise  inu5t  be  such  as  to  bring  many  labourers  together,  and 
the  capital  must  he  large  enough  to  maintain  them.  Still  more  needful 
is  this  when  the  nature  of  the  employment  allows,  and  the  extent  of  the 
possible  market  encourag'es,  a  considerable  division  of  labour.  The 
larger  the  enterprise,  the  further  the  division  of  labour  may  be  carried. 
This  is  one  of  the  principal  causes  of  large  manufactories.  Even  when 
no  additional  subdivision  of  the  work  would  follow  an  enlar§:ement  of  the 
operations,  there  will  be  good  economy  in  enlarging  them  to  the  point  at 
wnich  every  person  to  whom  it  is  convenient  to  assign  a  special  occupa- 
tion, will  have  full  employment  in  that  occupation.  This  point  is  well 
illustrated  by  Mr.  Babbage.* 

'  If  machines  be  kept  working  through  the  twenty-four  hours '  (which  is 
evidently  the  only  economical  mode  of  employing  them),  *il  is  necessary 
thai  some  person  shall  attend  to  admit  the  workmen  at  the  time  they 
relieve  each  other ;  and  whether  the  porter  or  other  servant  so  employed 
admit  one  person  or  twenty,  his  rest  will  be  equally  disturbed.  It  will 
also  be  necessary  occasionally  to  adjust  or  repair  the  machine  ;  and  this 
can  be  done  much  better  by  a  workman  accustomed  to  machine-making, 
than  by  the  person  who  uses  it  Now,  since  the  good  performance  and 
Ihc  dumtion  of  machines  depend,  to  a  ver>'  great  extent,  upon  correcting 
every  shake  or  impei-fection  in  their  parts  as  soon  as  they  appear,  the 
prompt  attention  of  a  workman  resident  on  the  spot  will  considerably 
reduce  the  expenditure  arising  from  the  weai  and  tear  of  the  nxachinery. 
But  in  the  case  of  a  single  lace-frame,  or  a  single  loom,  this  would  be  too 
expensive  a  plan,  Here  then  arises  another  circumstance  which  tends  to 
enlarge  the  extent  of  a  factory.  It  ought  to  consist  of  such  a  number  of 
machines  as  shall  occupy  the  whole  time  of  nne  workman  in  keeping  thetn 
in  order  :  if  extended  beyond  that  number,  the  same  principle  of  economy 
would  point  out  the  necessity  of  doubling  or  tripling  the  number  of 
machines,  in  order  to  etnploy  the  whole  time  of  two  or  three  skilful 
workmen. 

*  Where  one  portion  of  the  workman's  labour  consists  in  the  exertion 
of  mere  physical  force,  as  in  weaving,  and  in  many  similar  arts,  it  will 
soon  occur  to  the  manufacturer,  that  if  that  part  were  executed  by  a 
steam-engine,  the  same  man  might,  in  the  case  of  weaving,  attend  to  two 
or  more  looms  at  once  ;  and,  since  we  already  suppose  that  one  or  more 
operative  engineers  have  been  employed,  the  nuinner  of  looms  may  be  so 
arranged  that  their  time  sh.^U  be  fully  occupied  in  keeping  the  steam- 
eauinc  and  the  looms  in  order. 

•Pursuing  the  same  principles,  the  manufactory  becomes  gradually  so 
enlarged,  tnai  the  expense  of  lighting  during  the  night  amounts  to  a 
Considerable  sum :  and  as  there  are  already  attachied  to  the  esublish- 
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ment  persons  who  are  up  all  night,  and  can  Uiererore  conslainly  aiieiid 
to  il,  and  also  engineers  lo  make  and  keep  in  repair  any  macliinery,  the 
addition  of  an  apparatus  for  making  g.is  to  lipht  the  factory  leads  to  a 
new  extension,  at  the  same  time  that  it  contributes,  by  diminishing  the 
expense  of  lighting,  and  the  risk  of  accidents  from  tire,  to  reduce  the  cose 
of  nnanufacturing. 

'  Long  before  a  factory  has  reached  this  extent,  it  will  have  beeii  found 
necessary  to  establish  an  accountant's  department,  with  clerks  to  pay  the 
workmen,  and  to  see  that  they  arrive  at  their  stated  times  ;  and  this 
depanment  must  be  in  communication  with  the  agents  who  purchase  the 
raw  produce,  and  with  those  who  sell  the  manufactured  article.'  It  will 
cost  these  clerks  and  accountants  little  more  time  and  trouble  to  pay  a 
large  number  of  workmen  than  a  small  number;  to  check  the  accounts 
of  Targe  transactions,  than  of  small.  If  the  business  doubled  itself,  it 
would  probably  be  necessary  to  increase,  hut  certainly  not  to  double,  the 
number  either  of  accountants,  or  of  buying  and  selling  agents.  Every 
increase  of  business  would  enable  the  whole  to  be  carried  on  with  a  pio- 
portionally  smaller  amount  of  labour. 

As  a  general  rule,  tiie  expenses  of  a  business  do  not  increase  by  any 
means  proportionally  to  the  quantity  of  business.  Let  us  take,  as  an 
example,  a  set  of  operations  which  we  are  accustomed  lo  see  earned  on 
by  one  great  establishment,  that  of  the  Post  Office.  Suppose  that  the 
business,  let  us  say  only  of  the  London  letter-post,  instead  of  being 
centralized  in  a  single  concern,  M-ere  divided  among  five  or  six  competing 
companies.  Each  of  these  would  be  obliged  to  maintain  almost  as  large 
an  establishmenr  as  is  now  sufficient  for  the  whole.  Since  each  miist 
arrange  for  receiving  and  delivering  letters  in  all  parts  of  the  town,  each 
must  send  letter-carriers  into  every  street,  and  almost  every  alley,  and 
this  too  as  many  times  in  the  day  as  is  now  done  by  the  Post  Office,  if 
the  service  is  to  be  as  well  performed.  Each  must  have  an  office  for 
receiving  letters  in  every  neighbourhood,  with  all  subsidiary  arrange- 
ments for  collecting  the  letters  from  the  different  oftices  and  re-distri- 
buting them.  I  say  nothing  of  the  much  greater  number  of  superior 
'  ifficers  who  would  be  required  to  check  and  control  the  subordinates, 

plying  not  only  a  greater  cost  in  salaries  for  such  responsible  officers, 
but  the  necessity,  perhaps,  of  being  satisfied  in  many  instances  with  au 
inferior  standard  of  qualification,  and  so  failing  in  the  object 

Whether  or  not  the  advantages  obtained  by  operating  on  a  large  scale 

r)ndera[e  in  any  particular  case  over  the  more  watchful  attention, 
greater  regard  to  minor  gains  and  losses,  usually  found  in  small 
stablishments,  can  be  ascertained,  in  a  state  of  free  competition,  by  an 

infailing  test.  Wherever  there  arc  large  and  small  establishments  in 
le  same  business,  that  one  of  the  two  which  in  existing  circumstances 
irries  on  the  production  at  greatest  advantage,  will  Ije  able  to  undersell 
le  other.  The  power  of  permanently  underselling  can  only  be  derived 
irom  increased  effectiveness  of  labour  ;  and  this,  when  obtained  by  a 
lore  extended  division  of  employment,  or  by  a  classification  tending  to 
better  economy  of  skill,  always  implies  a  greater  produce  from  the 
imc  labour,  and  not  merely  the  same  produce  from  less  labour :   it 

increases  not  the  surplus  only,  but  the  ^ross  produce  of  industry.     If  an 

'^creased  quantity  of  the  particular  article  is  not  required,  and  a  part  of 
le  labourers  in  consequence  lose  their  employment,  the  capital  wKvcK 

maintained  and  employed  them  is  also  set  nt  liberty  ■,  aM  i\\ft  %ttv«iA 
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firoduce  of  the  country  is  mcreased,  by  some  other  application  of  their 
abour. 

Another  of  the  causes  of  larg:e  manufactories,  however,  is  ihe  introduc- 
tion of  processes  requiring  expensive  machinerj-.  Expensive  machinery 
supposes  a  tar^c  capital ;  and  is  not  resorted  to  except  with  the  iniention 
of  producing,  and  llie  hope  of  selling,  as  much  of  the  article  as  comes  up 
to  the  full  powers  of  the  machine.  For  both  these  reasons,  where^-cr 
costly  machinery  is  used,  the  large  system  of  production  is  ine%'itable. 
But  the  power  of  underselling  is  not  m  this  case  so  unerring  a  test  as  in 
the  former,  of  the  beneficial  effect  on  the  total  production  of  the  com- 
munity. The  power  of  underseUiog  docs  not  depend  on  the  absolute 
increase  of  pn>duce,'but  on  its  bearing  an  increased  proportion  to  the 
expenses :  which,  as  was  shown  in  a  former  chapter,*  it  may  do,  con- 
sistently with  even  a  diminution  of  the  gross  annual  produce.  By  ibe 
adoption  of  machinery',  a  circulating  capital,  which  was  perpetually  con- 
sumed and  reproduced,  has  been  converted  into  a  lixcd  capital,  requiring* 
only  a  small  annual  expense  to  keep  it  up  :  and  a  much  smaller  produce 
will  suffice  for  merely  covering  that  expense,  and  replacing;  the  remaining 
circulating  capita!  of  the  producer.  The  machinery  tlierefore  might 
answer  perfectly  well  to  the  manufacturer,  and  enable  him  to  undersell 
his  competitors,  although  the  effect  on  the  production  of  the  country 
might  be  not  an  increase  but  a  diminution.  It  is  trtie,  the  article  vdil  be 
sold  cheaper,  and  therefore,  of  that  single  article,  there  will  probably  be 
not  a  smaller,  but  a  greater  quantity  sold  ;  since  the  loss  to  the  com- 
munity collectively  has  fallen  upon  the  workpeople,  and  they  are  not  the 
principal  customers,  if  customers  at  all,  of  most  branches  of  manufacture. 
But  though  that  particular  branch  of  industry  may  extend  itself,  it  will  be 
by  replenishing  its  diminished  circulating  capital  from  that  o/ the  com- 
munity generally;  and  if  ihc  labourers  employed  in  that  de[)artment 
escape  loss  of  employment,  it  Is  because  the  loss  -will  spread  itself  over 
the_  labouring  people  at  large.  If  any  of  them  are  reduced  to  the  con- 
dition of  unproductive  labourers,  supported  by  voluntary  or  legal  charity,, 
the  gross  produce  of  the  country  is  to  that  extent  permanently  diminished^ 
tintil  the  ordinary  progress  of  accumulation  makes  it  up  :  but  if  the 
condition  of  the  labouring  classes  cn.iblcs  them  to  bear  a  temporary 
reduction  of  wages,  and  the  superseded  labourers  become  absorbed  in 
other  employments,  their  labour  is  stilL  productive,  and  the  breach  in  the 
gross  produce  of  the  community  is  repaired,  though  not  the  detriment  to 
the  labourers.  I  have  restated  this  exposition,  which  has  already  been 
made  in  a  former  place,  to  impress  more  strongly  the  truth,  that  a  mode 
of  production  docs  not  of  necessity  increase  the  productive  effpct  of  the 
collective  labour  of  a  coxnmunity,  because  it  enables  a  naiticular  com- 
modity to  be  sold  cheaper.  The  one  consequence  generally  accompanies 
the  other,  but  not  necessarily.  1  will  not  here  repeat  the  reasons  1 
formerly  gave,  nor  anticipate  those  which  will  be  given  more  fully  here- 
after, for  deeming  the  exception  to  be  rather  a  case  abstractedly  possible, 
than  one  which  is  frequently  realized  in  (act 

A  considerable  part  of  the  saving  of  labour  effected  by  sub.ititnting  the 
large  system  of  production  for  the  small,  ia  the  saving  in  the  labour  of  the 
capitalists  themselves.  If  a  hundred  producers  with  small  capitals  carr>* 
on  separately  the  same  business,  the  superintendence  of  each  concern  will 

*  Suprs,  chap,  vi,  p.  74. 
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probably  require  ihe  whole  attemian  of  the  person  conducting  it,  suffi- 
ciently at  least  to  hinder  his  lime  or  thoughts  from  being  disposable  for 
anything  else  :  while  a  single  manufacturer  possessing  a  capital  equal  to 
the  sum  of  theirs,  with  ten  or  a  dozen  clerks,  could  conduct  the  whole  of 
ithcir  amount  of  business,  and  have  leisure  too  for  other  occupations.  The 
email  capitalist,  it  is  true,  generally  combines  with  the  business  of  direc- 
tion some  portion  of  the  detJiiU,  which  the  other  leaves  to  his  subordinates : 
the  small  farmer  follows  his  own  plough,  the  small  tradesman  senes  in 
ihis  own  shop,  the  small  weaver  plies  his  own  loom.    But  in  this  very 
'  nion  of  funcrions  there  is  in  a  gi'^^t  proportion   of  cases  a  want  of 
conomy.    The  principal  in  the  concern  is  either  wastinjj,  in  the  routine 
'  a  business,  qualities  suitable  for  the  direction  of  it,  vt  he  is  only  fit  for 
e  former,  ancl  tlieii  the  latter  will  be  ill  done.     I  must  observe,  however, 
lat   I  do  not  attach,  to  this   saviuy  of  labour,    the    iinport.ince  often 
cribcd  to  iL    There  is  undoubtedly  much  more  labour  expended  in  the 
perintcndence  of  many  small  capitals  than  in  that  of  one  large  capital. 
or  this  labour,  however,  the  small  producers  have  generally  a  full  com- 
nsation,  iu  the  feeling  uf  being  their  own  masters,  and  not  servants  of 
,n  employer.     It  may  be  said,  that  if  they  value  this  independence  they 
ill  submit  to  pay  a  price  for  it,  and  to  sell  at  the  reduced  rates  occasioned 
ly  the  competition  of  the  great  dealer  or  manufacturer,    liut  they  cannot 
"ways  do  this  and  continue  lo  gain  a  living.    They  thus  gradually  dis- 
ippear.from  society.    After  havmg  consumed  their  little  capital  in  pro- 
longing the  unsuccessful  struggle,  tliey  either  siuk  into  the  condition  of 
bired  labourers,  or  become  dependent  on  others  for  support- 

§  2.  Production  on  a  large  scale  is  greatly  promoted  by  the  practice  of 
rming  a  large  capital  by  the  combination  of  many  small  contributions  ; 
,  in  other  words,  by  the  formation  of  joint-stock  companies.  The 
vantages  of  the  joint-stock  principle  are  numerous  and  important. 
In  the  first  place,  many  undertakings  require  an  amount  of  capital 
:yond  tlie  means  of  the  richest  individual  or  private  partnership.  No 
dividual  could  have  made  a  railway  from  London  to  Liverpool  ;  it  is 
ubtful  if  any  individual  could  even  work  the  traffic  on  it,  nowwhen  it  is 
ade.  The  goveminenl  indeed  could  have  done  both  ;  and  in  countries 
here  the  practice  of  co-operation  is  only  in  the  earlier  stages  of  its 
iwth,  the  government  can  alone  be  looked  to  for  any  of  those  works  for 
which  a  great  combination  of  means  is  requisite  ;  because  it  can  obtain 
those  means  by  compulsory  taxation,  and  is  already  accustomed  to  the 
nduct  of  large  operations.  For  reasons,  however,  which  are  tolerably 
11  known,  and  of  which  we  shall  treat  fully  hereafter,  government 
agency  for  the  corduct  of  industrial  operations  is  generally  one  of  the 
least  eligible  of  resources,  when  any  other  is  avaiiable. 
Next,  there  are  undertakings  which  individuals  are  not  absolutely  in- 
pablcof  (jcrforming,  but  which  they  cannot  perform  on  the  scale  and  with 
e  continuity  which  are  ever  more  and  more  required  by  the  exigencies  offt 
society  in  an  advancing  state.  Individuals  are  quite  capable  of  despatch- 
ing  ships  from  England  to  any  or  evcr>-  part  of  the  world,  to  cartj* 
p.isscngers  and  letters  ;  the  thing  ivas  done  before  joint-stock  companies 
for  the  purpose  were  heard  of.  But  when,  from  the  increase  of  population 
and  transactions  as  well  as  of  means  of  payment,  the  public  will  no  longer 
content  themselves  with  occasional  opportunities,  but  require  the  certainty 
that  packets  shall  start  regularly,  for  some  places  once  or  even  tw\ee.  ^ 
Uay,  for  others  once  a  weekj  for  others  that  a  siean^s\\\p  ot  ^re^vwit  mA 
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expensive  constmchon  shall  depart  on  fixed  days  twice  in  each  month,  it 
is  evident  that  (o  afford  an  assurance  of  keeping  up  with  punctuality  such 
a  circle  of  costly  operations,  requires  a  much  larger  capital  and  a  much 
Unger  staff  of  qualified  subordinates  than  can  be  commanded  by  an  indi- 
vimial  cipitalisL  There  arc  other  cases,  again,  in  which,  though  the 
business  mijjht  be  perfectly  well  iransacied  with  small  or  moderate 
capitals,  the  guarantee  of  a  Rreat  subscribed  stock  is  necessary*  or  desir- 
able as  a  security  to  the  public  for  the  fulfilment  of  pecuniary  ciiga>;ements. 
This  is  especially  the  case  when  the  nature  of  the  business  requires  that 
numbers  of  persons  should  be  willing  to  trust  the  concern  with  their 
money  :  as  in  the  business  of  banking,  and  that  of  insurance  :  to  both  of 
which  the  joint-stock  principle  is  eminently  adapted.  It  is  an  instance  of 
the  folly  and  jotibcry  of  the  rulers  of  mankind,  that  until  \-cry  lately  the 
joint  stock  pnnciple,  as  a  general  resort,  was  in  this  country  interdicted 
by  law  to  these  two  modes  of  business  ;  to  banking  akogelher,  and  ic 
insurance  in  the  department  of  sea  risks  ;  in  order  to  bestow  a  lucrative 
monopoly  on  particular  establishments  which  the  go%-emment  was 
pleased  exceptionally  to  license,  namely  the  Bank  of  England,  and  two 
msurance  companies,  the  London  and  the  Royal  Exchange. 

These  are  some  of  the  advantages  of  joint  stock  over  individual 
management.  But  if  we  look  to  the  other  side  of  the  question,  we  shall 
find  that  individual  management  has  also  very  great  advantages  over 
joint  stock.  The  chief  of  these  is  the  much  keener  interest  of  the 
managers  in  the  success  of  the  undertaking. 

The  administration  of  a  joint  stock  association  is,  in  the  main,  adminis- 
tration by  hired  servants  Even  the  committee,  or  board  of  direclorSf 
who  are  supposed  to  superintend  the  management,  and  who  lia  really 
appoint  and  remove  the  managers,  have  no  pecuniary  interest  in  the  good 
working  of  the  concern  beyond  the  shares  they  indi-vidually  hold,  which 
arc  always  a  very  small  part  of  the  capital  of  the  association,  and  in 
general  but  a  small  part  of  the  fortunes  of  the  directors  themselves  ;  and 
the  part  they  take  in  the  management  usually  divides  their  time  n-ith 
many  other  occupations,  of  as  great  or  greater  importance  lo  their  owe 
imieresi ;  the  business  being  the  principal  concern  of  no  one  except  those 
who  are  hired  to  carry  it  on.  But  experience  shows,  and  proverbs,  the 
expression  of  popular  experience,  attest,  how  inferior  is  the  quality  ol 
hired  service,  compared  with  the  ministration  of  those  personally  interested 
in  the  work,  and  how  indispensable,  when  hired  service  must  be  employed, 
is  'the  master's  eye'  to  watch  over  it. 

The  successful  cnnduct  of  an  industrial  enterprise  requires  two  quite 
distinct  qualifications:  fidelity,  and  zeaL  The  fidelity  of  the  hired 
managers  of  a  concern  it  is  possible  lo  secure.  When  their  work  admits 
cf  being  reduced  to  a  definite  set  of  rules,  the  violation  of  these  is  a  matter 
on  which  conscience  cannot  easily  blind  itself,  and  on  which  responsibility 
may  be  enforced  by  the  loss  of  employment.  But  to  carry  on  a  greal 
burliness  successfully,  requires  .1  hundred  things  which,  as  they  cannot  be 
defined  beforehand,  it  is  impossible  to  convert  into  distinct  and  positive 
obligations.  First  and  priticipally,  it  requires  that  the  directing  mind 
should  be  incessantly  occupied  with  the  subject  ;  should  b;  continually 
laying  schemes  by  which  greater  profit  may  be  obtained,  or  expense 
saved.  This  intensity  of  interest  in  the  subject  it  is  seldom  to  be  expected 
that  anyone  should  feel,  who  is  conducting  a  business  as  the  hired  servant 
and  for  the  profit  of  another.    There  are  experiments  in  human  nature 


&hich  are  quite  conclusive  on  llie  pnint.  Look  at  the  whole  class  of 
rulers,  and  ministeis  of  stale.     Tlic  work  they   are    entrusted  with,   if 

.  among  the  most  interesting  and  exciting  of  all  occupations  ;  the  personal 
share  which  they  themselves  reap  of  the  national  benefits  or  misfortunes 

I  which  befall  the  state  under  their  rule  is  far  from  trifling,  and  the  rewards 
and  punishments  which  they  may  expect  from  public  estimatian  are  of  the 
plain  and  palpable  kind  which  arc  most  keenly  fell  and  most  widely 
appreciated.  S'et  how  rare  a  thing  is  it  to  find  a  statesman  in  whom 
menial  indolence  is  not  stronger  ilian  all  these  inducements.  How 
infinitesimal  is  the  proportion  who  trouble  themselves  to  form,  or  even  to 
attend  to,  plans  of  public  impruvemcnt,  unless  when  it  is  made  still  more 
troublesome  to  them  to  remain  inactive ;  or  who  have  any  other  real 
desire  than  that  of  rubbing  on,  so  as  to  escape  general  blame.  On  a 
smaller  scale,  all  who  have  ever  employed  hired  labour  have  had  ample 
experience  of  the  efforts  made  to  give  as  little  labour  in  exchange  for  the 
wages,  as  is  compatible  with  not  being  turned  off.  The  universal  neglect 
by  domestic  servants  of  Iheir  employer's  interesls,  wherever  these  are  not 

{)rotected  by  some  fiiced  rule,  is  matter  of  common  remark,  unless  where 
ong  continuance  in  the  same  service,  and  reciprocal  good  offices,  ha\'e 
I  reduced  either  personal  attachment,  or  some  feeling  of  a  common 
iterest. 
Another  of  the  disadvantages  of  joint  stock  concerns,  which  is  in  some 
egrce  common  to  all  concerns  on  a  large  scale,  is  disregard  of  small  gains 
na  small  savings.  Iti  the  management  of  a  great  capital  and  great 
ij'ansactions,  especially  when  the  managers  have  not  much  interest  in  it 
I  of  their  own,  small  sums  are  apt  to  be  counted  for  next  to  nothing  :  they 
never  seem  worth  the  care  and  tronble  which  it  costs  to  attend  to  them, 
and  the  credit  of  liberality  atid  openhaudedness  is  cheaply  bought  by  a 
disregard  of  such  trifling  considerations.  But  small  profits  and  small 
expenses,  often  repeated,  amount  to  great  gains  and  losses  :  and  of  this  a 
large  capitalist  is  often  a  sufficiently  good  calculator  to  be  practically 
aware  ;  and  to  arrange  his  business  on  a  sys/em,  which  if  enforced  by  a 
sufl^ciently  vigilant  superintendence,  precludes  the  possibility  of  the 
habitual  waste  otherwise  incident  to  a  great  business.  But  the  managers 
of  a  joint  stock  concern  seldom  devote  themselves  sufficiently  to  the  work, 
to  enforce  unremittingly,  even  if  introduced,  through  every  detail  of  the 
business,  a  really  economical  system. 

From  considerations  of  this  nature,  Adam  Smith  was  led  to  enunciate 
as  a  principle,  that  joint  stock  companies  could  never  be  expected  to 
maintain  themselves  without  an  exclusive  privilege,  except  in  branches  of 
business  which,  like  bankin!^,  insurance,  and  some  others,  admit  of  being, 
m  a  considcmble  degree,  reduced  to  fixed  rules.  This,  however,  is  oneof 
those  Over-statements  of  a  true  principle,  often  met  with  in  Adam  Smith. 
In  his  days  there  were  few  instances  of  joint  stock  companies  which  had 
been  permanently  successful  without  a  mornpoly,  except  the  class  of  cases 
which  he  referred  to  ;  but  since  his  lime  there  have  been  many  ;  and  the 
regular  increase  both  of  the  spirit  of  combination  and  of  the  ability  to 
combine,  will  doubtless  produce  many  more.  Adam  Smith  fixed  his 
,  observation  too  exclusively  on  the  superior  energy  and  more  unremitting 
attention  brought  to  a  business  in  which  the  whole  stake  and  the  whole 
gain  belong-  to  the  persons  conducting  it ;  and  he  overlooked  various 
" "  sntcrvailmg  considcr.Tiions  which  go  a  great  way  towards  neutrahzlDg 
that  great  point  of  superiority. 
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Of  these  ore  of  the  most  important  is  thai  which  relates  to  the  Intel- 
lectu;il  and  active  quaJiiicatiuns  of  the  directing  head.  The  Etimulus  of 
individual  interest  :>ccures  the  greatest  amount  of  exertion,  but  that 
exertion  is  of  little  a%'ail  if  the  iniclligence  exerted  is  of  an  inferior  order, 
which  it  must  necessarily  be  in  the  majoriiy  of  concerns  carried  on  by  the 
persons  chiefly  interested  in  them.  Where  the  concern  is  large,  and  can 
afford  a  remuneration  suthcient  to  attract  a  class  of  candidates  superior  to 
the  common  average,  it  is  possible  to  select  for  the  general  management, 
and  for  all  the  skillej  employments  of  a  subordinate  kind,  persons  of  a 
degree  of  acquirement  and  cultivated  inlcUigcnce  t^hlch  more  than  com- 
pensates for  liieir  inferior  interest  in  the  result.  Their  greater  perspicacity 
enables  them,  with  even  a  part  of  their  minds,  to  see  probabilities  of 
advantage  which  never  occur  to  the  ordinary  run  of  men  by  the  continued 
exertion  of  the  whole  of  theirs  :  and  their  habitual  rectitude  of  perception 
and  of  judgment  guards  them  against  blunders,  the  apprehension  of  which 
would  prevent  the  others  from  haiarding  their  interests  in  any  attempt 
out  of  the  ordinary  routine. 

It  must  further  be  remarked,  that  it  is  not  a  necessary  consequence  of 
joint  slock  management,  that  the  persons  employed,  whether  in  superior 
or  in  subordinate  offices,  should  be  paid  wholly  by  6xed  salaries.  Tlicre 
are  modes  of  connecting  more  or  less  intimately  the  interest  of  the 
employes  with  the  pecuniary  success  of  the  concern.  There  is  a  long 
series  of  intermediate  position^  between  working  wholly  on  one's  own 
account,  and  working  by  the  day,  week,  or  year  for  an  invariable  payment. 
Even  in  the  case  of  ordinary  unskilled  labour,  there  is  such  a  thinj^  as 
task-work,  or  working  by  the  piece  :  and  the  superior  efficiency  of  this  is 
so  well  known,  that  judicious  employers  always  resort  to  it  when  tlie  work 
admits  of  being  put  out  in  definite  portions,  without  the  necessity  of  too 
troublesome  a  surveillance  to  guard  against  inferiority  in  the  execution. 
In  the  case  of  the  managers  of  joint  stock  companies,  and  of  the  super- 
intending and  controlling  officers  in  inany  private  establishments,  it  is  a 
common  cnnu^h  practice  to  connect  iheir  pecuniary  interest  with  the 
imcresl  of  their  employers,  by  giving  them  pan  of  their  remuneration  in 
the  form  of  a  percentage  on  the  profits.  The  personal  interest  thus  given 
to  hired  servants  is  not  comparable  in  intensity  to  that  of  the  owner  of  the 
capital  ;  but  it  is  suflicicnt  to  be  a  very  materia!  stimulus  to  ical  and  care- 
fulness, and,  when  added  to  the  advantage  of  superior  intelligence,  often 
raises  the  quality  of  the  seiTire  much  above  that  which  the  generality  of 
masters  are  capable  of  rendering  to  themselves.  The  ulterior  extensions 
of  which  this  principle  of  remuneration  is  susceptible,  being  of  great  social 
as  well  as  economical  importance,  will  be  more  parucularly adverted  loin 
a  subsequent  stage  of  the  present  enquiry. 

As  I  have  already  remarked  of  large  establishments  generally,  when 
compared  with  small  ones,  whenever  competition  is  free  its  results  will 
show  whether  individual  or  joint  stock  agency  is  best  adapted  to  the  par- 
ticular case,  since  that  whicli  is  most  efficient  and  most  economical  will 
always  in  the  end  succeed  in  uiidcrselliiig  the  other. 

§  3.  The  uossibility  of  substituting  the  large  system  of  production  for 
the  small,  depends,  of  course,  in  the  first  place,  on  the  extent  of  the 
mni*l<et.  The  large  system  can  only  be  advani.igeous  when  a  large  amotint 
of  business  is  to  be  done  :  it  implies,  therefore,  either  a  populous  and 
flourishing  community,  or  a  great  opening  for  exportation.  Again,  this 
S9  fyelJ  as  every  other  change  in  the  system  of  production  is  greatly 
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oured  by  a  progressive  condilion  of  capital.     It  is  chiefly  when  the 

pilai  of  a  country  is  receiving  a  great  annua!  increase,  that  there  is  a 
large  amount  of  capital  seeking  for  investment :  and  a  new  enterprise  is 
much  sooner  and  more  easily  entered  upon  by  new  capital,  than  by  vrith- 
drawiiig  capita)  from  existing  employments.  The  change  is  also  much 
facilitated  by  the  existence  of  larjje  capitals  in  few  hands.  It  is  true  that 
the  same  amount  of  capital  can  be  raised  by  bringing  together  many 
small  sums.  But  this  (oesides  that  it  is  not  equally  well  suited  to  all 
branches  of  industry),  supposes  a  much  greater  degree  of  commercial 
confidence  and  cnieiprise  diffused  through  the  community,  and  belongs 
altogether  to  a  more  advanced  stage  of  industrial  progress. 

In  the  countries  in  which  there  are  tlie  largest  markets,  tlie  widest 
diffusion  of  commercial  confidence  and  enterprise,  the  greatest  annua! 
increase  of  capital,  and  the  greatest  number  of  large  capitals  owned  by 
indi\-idu.ils,  there  is  a  tendency  to  substitute  more  and  more,  in  one  branch 
of  industr)' after  anotherj  large  establishments  for  small  ones.  In  Eng-land, 
the  great  type  of  all  these  characteristics,  there  is  a  perpetual  growth  not 
only  of  large  manufacturing  t-stablishraerts,  but  also,  wherever  a  sufTicient 
number  of  purchasers  are  assembled,  of  shops  and  warehouses  for  con- 
ducting retail  hu?;iness  on  a  large  scale.  These  are  almost  always  able  to 
undersell  the  smaller  tradesmen,  partly,  it  is  understood,  by  means  of 
division  of  labour,  and  the  economy  occasioned  by  limiting  the  employ- 
ment of  skilled  agency  to  cases  where  skill  is  required  ;  and  partly,  no 
doubt,  by  the  saving  of  labour  arising  from  the  great  scale  of  the  trans- 
actions ;  as  it  costs  no  more  time,  and  not  much  more  exertion  of  mind, 
10  make  a  large  purchase,  for  example,  than  a  small  one,  and  very  much 
less  than  to  make  a  number  of  small  cues. 

With  a  view  mcrtly  (o  production,  and  to  the  greatest  eflicicncy  of 
labour,  this  change  is  wholly  beneficial.  In  some  cases  it  is  attended 
with  drawbacks,  rather  soci.il  than  economical,  the  nature  of  which  has 
been  already  hinted  at.  liut  whatever  disadvantages  may  be  supposed 
to  attend  on  the  chiingc  from  a  small  to  a  large  system  of  production, 
they  ate  not  applicable  to  the  change  from  a  large  to  a  still  larger.  When, 
in  any  employment,  the  regime  of  independent  small  produters  has  either 
never  been  pos-sible,  or  h,is  been  superseded,  and  the  system  of  many 
workmen  under  one  management  has  become  fully  established,  from  that 
time  any  further  enlargement  in  the  scale  of  production  is  generally  an 
unqualified  benefit.  It  is  obvious,  for  example,  how  great  an  economy  of 
laboLir  would  be  obtained  if  London  were  supplied  by  a  single  gas  or 
water  company  instead  of  the  existing  plurality.  While  there  are  even  as 
many  as  two,  this  implies  double  establishments  of  all  sorts,  when  one 
only,  with  a  small  increase,  could  probably  perform  the  whole  operation 
equally  well  ;  double  sets  of  machinery  and  works,  when  the  whole  of  the 

§as  or  M^lcr  required  could  generally  be  ijroduced  by  one  set  only  ;  even 
ouble  sets  of  pipes,  If  the  companies  did  not  prevent  this  needless  ex- 
pense by  agreeing  upon  a  division  of  the  territory.  Were  there  only  one 
eiitablisLimcnt,  it  could  make  lower  charges,  consistently  with  obtaining 
the  rate  of  profit  row  realized.  I!ut  would  it  do  so  ?  Even  if  it  did  not, 
the  community  in  the  aggregate  would  still  be  a  gainer ;  since  the  share- 
holders are  part  of  the  community,  and  they  would  obtain  higher  profits 
while  the  consumers  paid  only  the  same.  It  is,  however,  an  error  to  sup- 
pose (hat  the  prices  are  really  kept  down  by  the  coirvEieUUoTi  ol  VtiRtc 
companies.    Where  competitars  are  so  few,  they  always  ^S^tt  tiqx.  V» 
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compete.  They  may  run  a  race  of  cheapness  to  ruin  a  new  candiilate, 
but  as  soon  as  he  has  established  his  fooling  ihcy  come  lo  tcnns  with  him. 
When,  therefore,  a  business  of  real  public  importance  can  only  be  carried 
on  advantageously  upon  so  large  a  scale  as  to  render  the  liberty  of  com- 
petition almost  ilIusor\*,  it  is  an  unthrifty  dispensation  of  the  public 
resources  that  several  costly  sets  of  arrangements  should  be  kept  up  for 
the  purpose  of  rendering  to  the  community  this  one  sen-ice.  It  is  much 
l^etter  to  treat  it  at  once  as  a  public  funclion  ;  and  if  it  be  not  such  as  the 
government  itself  could  beneficially  nnderiake,  It  should  be  made  over 
entire  to  ihc  company  or  association  which  will  perform  it  on  the  best 
terms  for  the  public.  In  the  case  of  railways^  for  example,  no  one  can 
desire  to  see  the  enormous  wasie  of  capital  and  land  {not  lo  speak  of 
increased  nuisance)  involved  in  the  construction  of  a  second  railway  to 
connect  (he  same  places  already  united  by  an  existing  one  ;  while  the  two 
would  not  do  the  work  better  than  il  could  be  done  by  one^  and  after  a 
short  lime  would  ceriainly  be  amalgamated.  Only  one  lire  ought  to  be 
permitted,  but  the  control  over  thai  line  never  ought  to  be  parted  with  by 
(he  state,  unless  on  a  temporary  concession,  as  in  France  ;  and  the  vested 
right  which  Parliament  has  allowed  to  be  acquired  by  the  existing  com- 
panies, like  all  other  proprietary  riglus  whith  are  opposed  to  fntblic 
utility,  is  morally  valid  only  as  a  claim  to  compensaljon. 

§  4.  The  question  between  the  large  andthe  small  system  of  production 
as  applied  to  agriculture— between  large  and  smalt  farming,  the, ?>awrfi 
and  the  fici/U  culinre — stands,  in  many  respects,  on  different  grounds 
from  the  general  question  between  great  and  small  industrial  establish- 
ments. In  its  social  aspect,  and  as  an  efcmenl  in  the  Distribution  of 
Wealth,  this  question  will  occupy  us  hereafter  :  but  even  as  a  question  of 
production,  the  superiority  of  (he  large  system  in  ag^riculturc"  is  by  no 
means  so  clearly  established  as  in  manufactures,  , 

I  have  already  remarked,  that  the  operations  of  agriculture  are  little 
lensccptible  of  benefit  from  the  division  of  labour.  There  is  but  little 
I  separation  of  cmploymcnis  even  on  the  largest  farm.  The  same  persons 
Imajf  not  in  general  attend  to  the  Ilv6  stock,  to  the  marketing,  and  to  the 
'Cultivation  of  the  soil :  but  much  beyond  that  primary  and  simple  classifi- 
cation, the  subdivision  is  nnt  carried.  The  combination  of  labour  of 
'which  agfriculture  is  susceptible,  is  chiefly  that  which  Mr.  Wakefield  terms 
Simple  Co-operation  ;  several  persons  helping  one  another  in  the  same  work 
atthesaroetmicand  place.  But  Iconfess  it  seems  to  me  that  this  able  writer 
attributes  more  importance  to  that  kind  of  co-operation,  in  reference  lo 
agriculture  properly  so  called,  than  it  deserves.  None  of  the  common 
farming  operations  require  much  of  it.  There  Is  no  particular  ad\'antage 
in  setting  a  number  of  people  to  work  together  in  ploughing  or  digging  or 
sowing  the  same  field,  or  even  in  mowing  or  reaping  it  unless  lime  presses. 
A  single  family  can  generally  supply  all  the  combination  of  labour  neces- 
sary for  these  purposes.  .'Vnd  in  (he  works  in  which  a  union  of  many 
efforts  is  reiitly  needed,  there  is  seldom  found  any  impracticability  in 
obtaining  it  where  farms  are  small. 

The  waste  of  productive  power  by  subdivision  of  the  land  often  amounts 
to  a  great  evil,  but  this  applies  chiefly  to  a  subdivision  so  minute,  that  the 
cultivators  have  not  enough  land  to  occupy  their  time.  Up  to  thai  point 
the  same  principles  which  recommend  large  manufactories  are  .ipplicablft 
to  agriculture.  For  the  greatest  productive  efficiency,  it  is  generally 
desirable  [though  even  this  proposition  must  be  received  with  qualitica- 
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tions)  that  no  family  who  have  any  land,  should  have  less  than  they  could 
cultivate,  or  than  will  fully  employ  their  cattle  and  toots.  These,  how- 
ever, are  not  the  dimensions  of  larye  farms,  but  of  what  are  reckoned  in 
England  very  small  ones.  T]ie  large  farmer  has  some  advantage  in  tha 
article  of  buildings.  It  does  not  cost  so  much  to  house  a  great  number 
of  cattle  in  one  building-,  as  to  lod^e  ihem  equally  well  in  several  buildings. 
There  is  also  some  advantage  in  implements.  A  small  farmer  is  not  so 
likely  to  possess  expensive  instruments.  But  the  principal  agricultural 
implements,  even  when  of  the  best  construction,  are  not  expensive.  It 
may  not  answer  to  a  small  farmer  lo  own  a  Ihrcshing  machine,  for  the 
small  quaniityof  com  he  has  to  thresh  ;  but  there  is  no  reason  why  such 
a  machine  should  not  in  every  neighbourhood  be  owned  in  common,  or 
provided  by  some  person  to  whom  the  others  pay  a  consideration  for 
its  use.  The  large  fanner  can  make  some  saving  in  cost  of  carriage. 
Tliere  is  nearly  as  much  trouble  in  caraying  a  small  portion  of  produce  to 
market,  as  a  much  greater  produce  j  In  bring^ing  home  a  small,  as  a  much 
larger  quantity  of  manure,  and  articles  of  daily  consumption.  There  is 
also  the  greater  cheapness  of  buying  things  in  large  quantities.  These 
various  advantages  must  count  for  something,  but  it  docs  not  seem  that 
they  ought  to  count  for  very  much.  In  England,  for  some  generations, 
there  has  been  iitUe  experience  of  small  farms  ;  but  in  Ireland  the  ex- 
perience has  been  ample,  not  merely  under  the  worst  but  under  the  best 
management  j  and  the  highest  Irish  authorities  may  be  cited  in  opposition 
to  the  opinion  which  on  this  subject  commonly  prevails  in  England.  Mr. 
Blacker,  for  example,  one  of  the  most  experienced  agriculturists  and 
successful  improvers  in  the  North  of  Ireland,  whose  experience  lies  chiefly 
in  the  best  cultivated,  which  are  also  the  most  minutely  divided  parts  of 
the  country,  is  of  opinion,  that  tenants  holding  farms  not  exceeding  from 
five  to  eight  or  ten  acres,  can  live  comfortably  and  pay  as  high  a  rent  as 
any  large  farmer  whatever.  '  I  am  firmly  persuaded,'  (he  says,*) '  that 
the  smalt  farmer  who  holds  his  own  plough  and  digs  his  own  ground,  if 
he  follows  a  proper  rotation  of  crops,  and  feeds  his  cattle  in  the  house, 
can  undersell  the  large  farmer,  or  in  other  words  can  pay  a  rent  which 
the  other  cannot  aflbid  ;  and  in  this  1  am  confirmed  by  the  opinion  of 
many  practical  men  who  have  well  considered  the  subject.  .  .  .  The 
English  farmer  of  700  to  Soo  acres  is  a  kind  of  man  approaching 
10  what  is  known  by  the  name  of  a  gentleman  farmer.  He  must 
have  his  horse  to  ride,  and  his  gig,  and  perhaps  an  overseer  to 
attend  to  his  labourers  ;  he  certainly  cannot  superintend  himself  the 
labour  going  on  in  a  farm  of  800  acres.'  After  a  lew  other  remarks,  he 
adds,  '  Besides  all  these  drawbacks,  which  the  small  farmer  knows  little 
about,  there  is  the  great  expense  of  carting  out  the  manure  from  the 
homestead  to  such  a  great  distance,  and  again  carting  home  the  crop.  A 
single  horse  will  consume  the  produce  of  more  land  than  would  feed  a 
small  farmer  and  his  wife  and  two  children.  And  what  is  more  than  all, 
the  large  farmer  says  to  his  labourers,  go  to  your  work  ;  hut  when  the 
small  farmer  has  occasion  to  hire  them,  he  says  come ;  the  intelligent 
reader  will,  1  dare  say,  understand  the  difference.' 

One  of  the  objections  most  urged  against  small  farms  is,  that  they  do 
not  and  cannot  maintain,  proportionally  to  their  extent,  so  great  a  number 

*  Prize  Essay  on  tbc  ^^anagecQeat  of  X.aaded  Property  in  Irelaiul,  b)  ViiUJam 
Blacker,  Ekj.  (1837),  p.  SJ. 


flO 


PRODUCTION. 


of  cattle  .15  large  farms,  and  that  this  occasions  such  a  deficiency  of 
manure,  that  a  soil  mDcli  subdivideii  must  always  be  imiHivcrished.  It 
will  be  found,  however,  that  subdivision  only  produces  ihis  effect,  when  it 
throws  die  land  into  the  hands  of  cullivators  so  poor  as  not  lo  possess  the 
amount  of  live  srock  suitable  to  the  size  of  their  farms.  A  small  farm  and 
a  Iwdty  stocked  fann  are  not  synonymous.  To  make  the  comparison 
fairly,  we  must  suppose  the  same  amount  of  capital  which  is  possessed  by 
the  large  farmers  to  be  dis^icminatcd  ainoii^  the  small  ones.  When  this 
condition,  or  even  any  approach  to  it,  exists,  and  when  stall  feeding  is 
practised  {and  stall  feeding  now  bejjjins  to  be  considered  good  economy 
even  on  larg-e  farms)  experience,  far  from  bearing  out  the  assertion  that 
small  farming  is  unfavourable  to  the  multiplication  of  cattle,  conclusively 
establishes  the  very  reverse.  The  abundance  of  cattle,  and  copious  use 
of  manure,  on  the  small  farms  of  Flanders,  are  the  most  striking  features 
in  that  Flemi&h  agriculture  which  h  the  admiration  of  all  competent 
judges,  whether  in  England  or  on  the  Continent.* 

*  '  The  numljcr  of  l>eii5ts  fed  on  a  farm  of  which  llie  whole  is  nrablc  land,'  (mys 
the  elaborate  ^nd  intelligent  treatise  on  Flemish  Husbandry,  from  per>ona]  obser- 
vation nnd  the  Ixist  sources,  puhlishcd  in  ihi;  Lihrnry  of  the  Society  for  the 
Diffusion  of  U«ful  KrowlcdKC.)  '  is  surprising  to  (hose  who  arc  not  aoqaamled 
WLib  the  mode  Jn  which  the  food  \t  prepared  for  the  cattle.  A  beut  for  every 
thrive  acrrts  of  Inml  is  a  cunimnn  proportion,  tind  in  very  small  occupaliona  where 

f  much  spade  husbandry  is  uscJ^  tbc  proponion  is  stiLI  greater.  After  comparing 
the  nciruiictts  (^ivcn  in  a  v^iriety  of  places  anil  situations  of  the  average  quantity  of 
milk  which  a  cow  gives  when  fei!  in.  the  slnllj  the  resull  is,  lliat  it  greatly  exceeds 
that  of  our  best  d^ity  farm^,  and  tbc  quantity  of  butter  made  from  a  given  quantity 
of  \Ti\\V  is  also  greater.  It  appears  ^istonishing  that  the  occupier  of  only  ten  or 
Iwtflve  acres  of  liglu  ar.-iblu  land  should  be  able  to  maintain  four  or  five  cows,  but 
the  fact  is  notoriou'5  in  the  Waes  cownlry  '  tl'!'-  59,  (Jo)- 

This  subject  is  treated  vciy  tnfelliccntly  in  the  work  of  M.  Passy, '  D«  S>'St£mes 
de  Cvilluic!  et  de  leur  Influence  sur  1  Economie  Sixiale,'  one  of  the  most  impartial 
discussions,  as  betwe<?n  the  two  systems,  which  has  yet  appeared  in  France. 

'Sans  nul  tloutc,  c'cst  rAngictcirc  qui,  ji  supcrfictc  egalc,  nonrrit  le  pliu 
d'aniiiiatix  ;  la  IfoHande  el  quelqiies  partieii  de  U  Lombardie  poiirraicnt  sculcs  lui 
disputei  cct  avanlagc  ;  nuts  esl-cc  lii  tin  rc^uhat  des  formes  de  I'exploitation,  et 

rdea  eirconslances  de  cliniat  et  de  situation  Locale  ne  concoarent-elles  pas  &  le  pro- 
duire  ?  C'esl  i  nottc  avis,  ce  qui  ne  sauiait  otre  conteslc.  En  elfct,  quoiqu'on  ea 
nil  dil,  partout  ou  k  grantle  ct  la  petite  culture  se  rcncontrcnt  Rur  Ics  nemes 
points,  c'cst  celle-ci  (]tii,  bii>n  cju'e'le  nc  puisse  entrelenir  aiitn.nt  de  mnutons, 
pcvihCtt,  tout  compcniie,  le  plus  grand  notnbre  d'animaux  pioduclcurs  d'engrais. 
Voici,  parcxempte,  ce  qui  ressort  des  informations  fournies  par  la  liclgique. 

'  Lcs  deiiJt  provinces  od  rigne  la  plus  petite  cuUtirc  soul  cclles  d'Anvcrs  el  dc  la 
Flandre  orientate,  et  elles  po?sMent  en  moyenne,  par  loo  hectares  de  tenes 
cultiv^ec,  74  li^tes  bovlnes  et  14  moutons,  Lcs  deux  provinces  oti  se  trouvent  lea 
grandes  fcrmes  sont  cclics  de  Nnmur  cl  du  Hiinaut,  ct  elles  n'oni  en  moyeone, 
poor  too  hectares  dc  Icrrcs  cuUiv^es,  que  30  IkJIcs  bovincs  et  45  moutons.  Or.er 
comptant,  suivant  I'lisnge,  lo  moutons  comrae  I'^uivalent  d'unc  ttte  dc  gros 
b^tail,  nou»  rencontrons  d'un  cdt<^.  76  animaux  servant  it  maintcnir  la  fcconditc  da 
sol ;  de  I'autre,  moins  de  35,  difference  it  coup  sGr  cDortnc.  [D'apr^a  let  cloca< 
ments  statisliqucs  publirs  ]Hti  le  Ministre  dc  I'lnl^rteur,  ^mc  publication  oflicielle.j 
II  est  a  ccmarqiic^i  an  surplus,  que  le  nomhrc  dei  anicnnux  n'est  pu  dans  la  pariie 
de  la  neli,'i'|ue  dLint  Ic  .^ol  est  divis^  en  tr^s-pclitea  fcrmes  beaucoup  moindre  qu'ca 

|.Aj)glcterre.  En  I'evaluant  dans  ccltc  dcrnicrc  contrcc  ii  raivjn  scuicmcnt  <la 
territoire  en  culture,  il  y  cxistc,  par  ceotaine  d'hectares,  6$  bStes  k  come  et  pre.<i  He 
{60  mootons,  c.  -i-d,  IVfjuivalcnt  de  91  dcs  premiers,  ou  Kulemenl  13  de  plm  qiif 
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The  disadvantage,  when  disadvantage  there  is,  of  small  or  rather  of 
peasant  farming,  as  compared  wilh  capitalist  farming,  must  chiefly  con- 
sist in  inferiority  of  skill  and  knowledge  ;  but  it  is  not  irue,  as  a  g-eneral 
fact,  that  such  inferiority  exists.     Countries  of  small  farms  and  peasant 
irmingf,  Flanders  and  Italy,  had  a  good  agriculture  many  generations 

IDS  raniie.     Ec  encore  est-il  juste  d'obserrer  qu'en  Uelgique  prcfque  rien  n'est 
^rdu  dcs  engrais  Janni^  jnr  dea  aniiuaux  nourris  k  peu   pres  toiitt  I'nnnfe  k 
table,  tindis  qu'en  Angleiene  la  pAture  eo  plcin  ait  affaiUit  consi  disable  meat 
.  quantiles  au'il  devicni  poMJblc  de  mettre  tniicfein«nt  a  protit. 
*  Dans  k  dcpartcmcnt  du  Nord  aiissi,  ce  soni  les  anondi  Piemen  Is  dnnt  Ics  ftrrmes 
It  la  tuoinilre  corteiunce  <]ui  entrctienncnc  Ic  plus  d'animaujc.     Tardis  que  Ics 
ondii^i-meiils   de   Lille   et   tie  Hazebrouck,   outie  un   plus  grand   lu  iiUirc  dc 
va.ux,  nounisscat,  I'un  IVqaivalcat  de  jz  iftc^degto^betniL,  1  autre  IVtjuivalent 
46 ;    Ics  arrondisscmenls  oii  Ics  exploitalions  8onI  les  plus  grandcs,  ccun  de 
unktrque  ct  d'Avesnes,  ne  cnnlJciincnt,  le  premier,  que  iVqiiivalcnt  de  44  bflcs 
boi-ines,  I'autre,  ([ue  celui  dc  40.     (D'apies  la  Statislique  dc  la  France  publico  par 
le  Miniilre  du  CoBimerce :  A^ailturt,  t.  i.) 

'  Tarcillss  recherchcs  ilendoessur  d'aulres  polnis  dc  t&  France  cfTriraicat  dcs 
.ultais  nnalogu^.  S'Jl  est  vral  que  clans  la  banlieue  des  villcj,  la  peti'.e  cultuie 
bslicnne  de  gsrdcr  des  ammaux,  a.u  ptoduit  desquel^  die  ^upplte  racileicent  pac 
des  achats  d'engrais,  il  nc  sc  pcui  que  Ic  genre  de  travail  qui  cxige  k  plus  de  la 
terre  nesoit  pas  celui  qui  en  cntictienne  Ic  plus  acliveitKnt  In  ferlilitc.  A&^ur^- 
ment  il  n'est  pas  donne  aux  pclites  femits  de  possu-Ocr  de  nombrcux  Irgupeaux  de 
moulons,  «t  c'est  un  inconvenient ;  mxis,  en  revanche,  elles  nourriesent  plus  de 
bfitss  bovincs  ijue  les  grandes.  C'^t  la  une  ni^cfssite  k  laqucllc  clJes  ne  ssuralent 
le  (OUStrairc  dans  aucun  ties  pays  oti  Ics  bc;>oms  de  !a  consotnmaiion  les  oat 
appel^cs  ^  flcurii ;  ellcs  periraient  si  elles  ne  rcussisstvient  pas  a  y  s;ttisfaire. 

'Void,  au  surplus,  sur  ce  point  dcs  di^tatts  dent  I'cxaclitude  qous  pnrah  ptcine* 
cnt  attesto;  par  rextellcnce  du  tmvnil  ou  nous  les  avons  puiscs.  Ces  lirlnMs, 
nienut  dans  la  Ktalislique  dc  la  commune  dc  Vensat  (Puy  dc  Dfime),  pabll^e 
cemmeni  par  M.  le  dodeur  Jusscraod,  mairc  de  la  commune,  sont  d'aiitanl  plus 
pnfeieux,  qu'ils  mettent  duns  tout  Icur  jntir  la  nature  des  chatigenientfi  que  le 
d^veloppemcnt  de  la  petite  culture  a,  dans  le  pays  dont  il  s'agil,  apport^  an 
nomliic  ct  a  I'espece  des  animanx  dont  le  produit  en  eiigrats  soulJent  et  accivlt  la 
fertility  dcs  icrres.  Dans  la  commune  de  Vcnsat,  qui  coiHprend  1612  hcciaies 
divk^en  4600  paicelles  appartcnant  a  591  proprictaites,  le  Tciiitoirc  exploite  se 
compose  dc  1466  Iicclares.  Or,  en  1790,  17  fetmes  ct)  occupdicot  Ics  deus  tic;rset 
SO  autres  tout  le  resie.  Dcpuis  lors,  les  cultures  se  soiu  morccUcs,  et  mnimeaant 
leur  pclilesse  est  cKlccnie.  Quelle  a  i\&  I'influence  du  changcmeni  sur  la  qunndl^ 
dcs  animaux?  Une  augmentation  cunsidetable.  Eti  1790.  li*  comraunc  ne 
pufis^ait  qu'cnviron  300  b^Tei  i  comes,  et  de  1600  i  2000  hcles  i  laine; 
odjourd'bui  cHc  complc  676  des  premieres,  et  533  ?enlemenl  des  sccondcs.  Aitisi 
pour  rcmplacer  1300  moiilons  elle  a  acquis  376  Lrcufs  ct  vachcs,  et  [out  compcns^, 
la  somaie  des  engraia  s'est  accnie  dans  la  proportion  dc  490  ^  729,  ou  de  plus  de 
48  pour  cent.  Et  encore  est  il  A  rrmarquet  i]ue,  plus  forts  et  mieux  nourris  k. 
pr^ent.  Ics  animaux  eontribucnt  bten  davantage  b.  entretenir  la  fettdit^  dcs  tenet. 
'  VoJIi  ee  que  les  fails  nous  a])}>reiinenC  sur  ce  pc^inl :  il  n'esl  done  pas  vrai  que 
la  petite  culiuTc  nc  rourrisse  pa»  aulant  d'animaux  que  Ics  aulies;  loin  de  U,  i 
conditions  locales  pareilles,  c'esl  ellc  qui  en  poss^dc  lie  plus,  ct  il  ne  derail  pas 
fetre  difiicilc  dc  Ic  prfiiuincr  ;  caf,  du  niomeiit  011  c'est  elle  qui  dcmandc  Ic  plus  aux 
terrci,  il  faut  bien  qo'ellc  lent  donne  dcs  soins  d'aulant  plus  r^paratcurs  qu  die  eo 
exigc  davnnt.nge.  Que  Ton  prenne  un  aun  les  autres  reprochcs  ;  qu'unles  irxumine 
*  "  clarlc  de  fciits  bicri  anprccics,  on  s'appercevra  bicnl6t  qu'ils  nc  saumicnt  €tre 
'  food^E,  et  qu'ils  nont  <ft^  fonnulcs  que  paice  qu'on  a  comnarj  I'ctat  det 
-i  dnns  des  cootii^s  011  Ics  causes  de  la  piospiftit^  agtlcote  ncigUSAient  pa$ 
ja  mime  Anergic '  (p|>,  i  i6-i2t3j. 
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before  Eogland,  and  theirs  Is  still,  a.%  a  whole,  probably  the  best  agricul- 
ture in  ilie  world.  The  empirical  skill,  which  is  ihe  effect  of  daily  and 
close  observ-a-iion,  peasant  farmers  often  possess  in  an  eniineut  degree. 
The  traditional  knowledge,  for  example,  of  the  cuhure  of  (he  vine, 
po&sessed  by  the  peasantry  of  the  countries  where  Ihe  best  wines  are 
produced,  is  extraordinary.  There  is  no  doubt  an  absence  of  science, 
or  at  least  of  theory  ;  and  to  some  extent  a  deficiency  of  the  spirit  of  ira- 
prnvemeiit,  so  far  as  relates  to  the  introduction  of  new  processes.  There 
IS  also  a  want  of  means  to  make  experiments,  which  can  seldom  be  made 
with  advantage  except  by  rich  proprietors  or  capitalists.  As  for  those 
systematic  improvements  which  operate  on  a  large  tract  of  country  at 
once  (such  as  great  works  of  draining  or  irrigation)  or  which  for  any 
other  reason  do  really  retjaire  lurge  numbers  of  workmen  combining  their 
labour,  these  aic  not  in  g-cneral  to  be  expected  from  small  farmers,  or 
even  small  proprietorSi  though  combination  among  them  for  such  purposes 
is  by  no  means  unexampled,  and  will  become  more  cocnmon  as  their  in- 
telligence is  more  developed. 

Auainst  these  disadvantag^es  is  to  be  placed,  where  the  tenure  of  land 
is  of  the  requisiLe  kind,  an  ardour  of  industry  absolutely  unexampled  in 
any  other  condition  of  agriculture.  This  is  a  subject  on  which  the  testi- 
mony of  competent  witnesses  is  unanimous.  The  working  of  the /J^ftViJ 
atUure  cannot  be  fairly  judged  where  the  small  cultivator  is  merely 
a  tenant,  and  not  even  a  tenant  on  fi>:ed  conditions,  but  (as  in  Ireland) 
at  a  nominal  rent  greater  tlian  can  be  paid,  and  therefore  practically  at  a 
varying  rent  always  amounting  lo  the  utmost  that  can  be  paid.  To  under- 
stand the  subject,  it  must  be  studied  where  the  cultivator  is  the  proprietor, 
or  at  least  a  nu'iaycr  with  a  permanent  tcjiure  ;  where  the  labour  he 
exerts  to  increase  the  produce  and  value  of  the  land  avails  wholly,  or  at 
least  partly,  to  his  own  benefit  and  that  of  his  descendants.  In  another 
division  of  our  subject,  we  shall  discuss  at  some  length  the  important 
subject  of  tenures  of  land,  and  I  defer  till  then  any  citation  of  evidence 
on  the  marvellous  industry  of  peasant  proprietors.  It  may  suffice  here  to 
appeal  to  the  immense  amount  of  gross  produce  which,  even  without  a 
permanent  tenure,  English  labourers  generaUy  obtain  from  their  little 
allotments ;  a  produce  beyond  comparison  greater  than  a  large  fanner 
e.'ttractSt  or  would  find  it  his  interest  to  extract,  from  tlie  same  piece  of 
land. 

And  this  I  take  to  be  the  true  reason  why  large  cultivation  Is  generally 
most  advantageous  as  a  mere  investment  for  profit.  Land  occupied  by  a 
large  farmer  is  not  farmed  so  highly.  There  is  not  nearly  so  much  labour 
expended  on  it.  This  is  not  on  account  of  any  economy  arising  from 
combination  of  labour,  but  because,  by  employing  less,  a  greater  return  is 
obtained  in  proportion  lo  the  outlay.  It  does  not  answer  to  anyone  to  pay 
others  far  exerting  all  the  labour  which  the  peasant,  or  even  the  allotment 
holder^  gladly  undergoes  when  the  fruits  are  to  be  wholly  reaped  by  him- 
self. This  labour,  however,  is  not  unproductive  ;  it  all  adds  to  the  gross 
firoduce.  With  anything  like  equality  of  skill  and  knowletlge,  the  Targe 
armer  does  not  obtain  nearly  so  much  from  the  soil  as  the  small  proprietor, 
or  the  small  farmer  with  adequate  motives  to  exertion  :  but  though  hi> 
returns  are  less,  the  labour  is  less  in  a  still  greater  degree,  and  as  what- 
ever labour  ke  employs  must  be  paid  for,  it  docs  not  suit  his  purpose  ta 
employ  more. 
hat  4)ihou^'h  Che  srosa  produce  of  the  lapd  i»  greatest,  ctteris  Pari^itt, 


under  small  cultivation,  and  atthouyh,  therefore,  a  country  is  able  on  lltat 
system  to  support  a  larger  aggregate  population,  it  is  generally  assumed 
by  English  wnters  that  what  is  termed  the  net  produce,  that  is,  the  surplus 
after  feeding  the  cultivators,  must  be  smaller  ;  that,  therefore,  the  popula- 
tion disposable  fur  all  other  purposes,  for  manufactures,  for  coimiicrce 
andnavig.^lit>n,fDrnatir)nal  defence,  for  the  promotion  of  knowledge,  for  the 
liberal  professions,  for  the  variousfunctiona  of  government,  for  the  arts  and 
hteraturc,  all  of  which  are  entirely  dependent  on  this  surplus  for  their 
existence  as  occupations,  must  be  less  numerous ;  and  that  the  nation, 
therefore  (waving  all  question  as  to  the  condition  of  the  actual  cultivators), 
must  be  inferior  in  the  principal  elenienls  of  national  power,  and  in  many 
of  those  of  general  well-being.  This,  however,  has  been  taken  for 
granted  much  too  readily.  Undoubtedly  the  n  on -agri  cultural  population 
will  bear  a  less  ratio  to  the  agricultural,  under  small  than  under  large 
cultivation.  But  that  it  will  be  less  numerous  absolutely,  is  by  no  means 
a  consequence.  If  the  total  population,  agricultural  and  non-agricultJraL 
is  greater,  the  non-agricultural  portion  may  be  more  numerous  in  itself 
and  may  yet  be  a  smaller  proportion  of  the  whole.  If  the  gross  produce 
is  larger,  the  net  produce  may  be  larger,  and  yet  bear  a  smaller  ratio  to 
the  gross  produce.  Vet  even  Mr.  Wakefield  sometimes  appears  to 
confound  these  distinct  ideas,  In  France  it  is  computed  that  two-thirds 
of  the  whole  population  are  agriculiural.  Its  EnglaJid,  at  most,  one-third. 
Hence  Mr.  Wakefield  infers,  that  'as  in  France  only  three  people  are 
supported  by  the  labour  of  two  cultivators,  while  in  England  the  labour  of 
two  cultivators  supports  six  people,  English  agriculture  is  twice  as  produc- 
tive as  French  agriculture,'  owing  to  the  superior  efticicncy  of  large  farm- 
ing, through  combination  of  labour.  But  in  the  first  place,  the  facts  them- 
selves are  overstated.  The  labour  of  two  persons  in  England  does  not 
uitc  support  six  people,  for  there  isnot  a  little  food  imported  from  foreign 
'ountries,  and  from  Ireland.  In  France,  too,  the  labour  of  two  culti- 
vators does  much  more  than  supply  the  food  of  three  persons.  It 
provides  the  three  persons,  and  occasionally  foreigner,  with  flax,  hemp, 
and  to  a  certain  extent  with  silk,  oils,  tobacco,  and  latterly  sugar,  which  in 
England  are  wholly  obtained  from  abroad  ;  nearly  all  the  limber  used  in 
France  is  of  home  growth,  nearly  all  which  is  used  in  England  is 
imported ;  the  principal  fuel  of  France  is  procured  and  brought  to 
market  by  persons  reckoned  among  agriculturists,  in  England  by  persons 
not  so  reckoned.  I  do  not  take  into  calculation  hides  and  wool,  these 
products  being  common  to  both  countries,  nor  wine  or  brandy  produced 
forborne  consumption,  since  England  has  a  corresponding  production  of 
beer  and  spirits  ;  but  England  has  no  malerial  export  of  cilher  article,  and 
a  great  importation  of  the  last,  while  France  supplies  wines  and  spirits  to 
the  whole  world.  I  say  nothing  of  fruit,  eggs,  and  such  minor  exportable 
articles  of  agricultural  produce.  But,  not  to  lay  undue  stress  on  tliesc 
abatements,  we  will  take  the  statement  as  it  stands.  Suppose  that  two 
persons,  in  England,  do  bonafiiie  produce  the  food  of  six,  while  in  France, 
for  the  same  purpose,  the  labour  of  four  is  requisite.  Docs  it  follow  lliat 
England  must  have  a  larger  surplus  for  the  support  of  a  non-agricultural 
population  ?  No  ;  but  merely  that  she  can  devote  two-thiras  of  her 
whole  produce  to  the  purpose,  instead  of  one-third.  Suppose  the  produce 
to  be  twice  as  great,  and  the  one-third  will  amount  to  as  much  as  ihc  two- 
thirds.  The  fact  might  be,  that  owing  to  the  greater  quantity  of  labour 
employed  on  the  French  system,  the  same  land  would  p-co^ucft  \tcA\.ai, 
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twelve  persons  which  on  the  Euglish  system  nould  only  produce  h  fur 
»ix  :  and  if  this  were  so,  which  wonid  be  quite  consistent  miiIi  the  con- 
ditions of  the  hypothesis,  th^n  althoug^h  the  food  for  iweK'c  was  produced 
by  the  lahour  of  eight,  while  the  six  were  fed  by  the  labour  of  only  two, 
there  would  be  the  same  number  of  hands  disposable  for  other  employ- 
ment  in  the  one  countrj*  as  in  the  other.  I  am  not  contending  that  the 
fact  is  so.  t  know  tliat  the  gross  produce  per  acre  in  France  averages 
much  less  than  in  England,  and  thai,  in  proportion  to  the  extent  and 
fertility  of  the  two  countries,  England  has  in  the  sense  we  arc  now  spealc- 
ing  of,  much  tlie  largest  disposable  population.  Hut  the-  disproportion 
ccnainly  is  not  to  he  measured  by  Mr.  Wakefield's  simple  criterion.  As 
welS  might  it  be  said  that  agricultural  labour  in  the  United  Stales,  where. 
by  Ihe  last  census,  four  fmnilies  in  every  five  appeared  to  be  engaged 
in  agriculture,  must  be  still  more  inefHcicnt  than  m  France. 

The  inferiority  of  French  cultivation  (which,  taking  the  country  as  a 
whole,  must  he  allowed  to  be  real,  though  much  exaggerated,)  is  probably 
more  oxving  to  the  lower  general  average  of  industrial  skill  and  energy  in 
that  country,  than  to  any  special  cause  :  and  even  if  partly  the  effect 
of  niinute  subdivision,  it  does  not  prove  that  small  farming  is  dis- 
advantageous, but  only  (what  is  undoubtedly  the  fact)  that  farms  in 
France  are  very  frequenily  too  small,  and,  what  is  worse,  broken  up  into 
an  almost  incredible  number  of  patches  ax parcgiitSy  most  inconveniently 
dispersed  and  parted  from  one  anolhcr. 

As  a  question,  not  of  gross,  but  of  net  produce,  the  comparative  merits 
of  the  grnmic  and  the  petite  cultiin;  especially  when  the  small  farmer  is 
also  the  proprietor,  cannot  be  looked  upon,  as  decided.  U  is  a  question 
on  which  good  judges  at  present  differ.  The  current  of  English  opinion 
is  in  favour  of  large  farms  :  on  the  Continent,  the  weiyht  of  authority 
seems  to  be  on  the  olher  side.  Professor  Ran,  of  Heidelberg,  the  author 
of  one  of  the  most  comprehensive  and  elaborate  of  extant  treatises  on 
poltticai  economy,  and  who  has  that  targe  acquaintance  with  facts  and 
authorities  on  his  own  subject,  which  generally  characterizes  his  country- 
men, lays  it  dawn  as  a  settled  truth,  that  small  or  moderate-sized  farms 
yield  not  only  a  larger  gross,  but  a  larger  net  produce  :  though,  he  adds, 
it  is  desirable  there  should  be  some  great  proprietors,  to  lead  the  way  in 
new  improvements.*  The  most  apparently  impartial  and  disi.:riininating 
judgment  that  I  have  met  with  is  that  of  M.  I'assy,  who  {always  speaking 
with  reference  to  net  produce)  gives  his  verdict  in  favour  of  large  farms 
for  grain  and  for,ige  ;  but,  for  the  kinds  of  culture  which  rcouire  much 
labour  and  attention,  places  the  advantage  wholly  on  the  side  of  small 
cultivation  ;  including  m  this  description,  not  only  the  vine  and  tl>e  olive, 
where  a  considerable  amount  of  care  and  labour  must  be  bestowed 
on  each  individual  plant,  but  also  roots,  leguminous  plants,  and  those 
which  furnish  the  materials  of  manufactures.  The  small  si^c,  and 
consequent  multiplication,  of  farms,  according  to  all  authorities,  are 
extremely  favour;ible  to  the  abundance  of  many  minor  products  of 
agriculture.t 

'  Sec  pp.  352  and  335  ofa  French  traofilation  published  at  ErusseU  In  1839,  by 
M.  Fred  de  Kcmmetcr,  of  Ghent. 

t  •  Dans  le  (it'|>arteiiient  Ju  Nord,'  SAys  M.  P-vaj-,  '  une  fcime  de  30  hectaita 
rccueillc  en  vcaux.  laitagc,  acufs,  ct  volnillcs,  parfois  pour  un  millier  dc  francsdans 
I'anncc ;  et,  les  frais  dc^Tqucs,  c'est  I'tfqLiivalcnt  d'unc  addition  &u  produit  net  de 
iSA  to  fiHiKs  par  hectare.      Dei  SyiUmu  4e  Cullurt,  p.  1 14. 


tt  is  evident  that  every  labourer  who  extracts  from  ihe  land  more  ihan 
his  own  food,  and  that  of  any  fainily  he  may  have,  increases  the  means  of 
supporting  a  non-agrifuhural  population.  Even  if  his  surplus  is  no  more 
than  enoug'h  to  buy  clothes  for  him,  the  labourers  who  make  the  clothes 
are  a  non-agricuhural  population,  enabled  to  exist  by  food  which  he 
produces.  Every  agricultural  fainily,  tlierefore,  which  produces  its  own 
necessaries,  adds  to  the  net  produce  of  agriculture  ;  and  so  does  every 
person  born  on  (be  land,  who  by  employmg  himself  on  it,  adds  more  to 
Its  gross  produce  than  the  mere  food  which  he  eats.  It  Is  questionable 
whether,  even  in  the  most  subdivided  districts  of  Europe  which  arc 
cultivated  by  the  proprietors,  the  multiplication  of  hands  on  the  soil  has 
approached,  ur  tends  to  approach,  n-ithin  a  great  distance  of  tliis  limiL 
In  France,  although  the  aub-divi&ion  is  confessedly  too  ^reat,  there  is 
proof  positive  that  it  is  far  from  having  reached  the  pomt  at  which  it 
would  begin  to  diminish  the  power  of  supporting  a  non-ag'ricuitural  popu- 
lation. This  is  demonstrated  by  the  great  increase  of  the  to'WTS  ;  which 
have  of  late  increased  in  a  much  greater  ratio  than  the  population 
generally,  showing  (unless  the  condition  of  the  town  labourers  is 
becoming  rapidly  deteriorated,  which  there  is  no  reason  to  believe)  thai 
even  by  me  unfair  and  inapplicable  test  of  proportions,  the  productiveness 
of  agriculture  must  be  on  the  increase.  This,  too,  concurremly  with  the 
amplest  evidence  thai  in  the  more  improved  districts  of  France,  and  in 
some  which,  until  lately,  were  among  the  unimproved,  there  is  a  consider- 
ably increased  consumption  of  country  produce  by  the  country  population 
it»lf. 

In  the  present  chapter,  we  do  not  enter  on  the  question  of  great  and 
small  cultivation  in  any  other  respect  than  as  a  tjuestion  of  production, 
and  of  the  efficiency  of  labotu".  We  shall  return  to  it  hereafter  as  affecting 
the  distribution  of  the  produce,  and  the  physical  and  social  well-being  of 
the  cultivators  themselves  ;  in  vi-hich  aspect  It  deserves,  and  requires,  a 
Btill  more  particular  examination. 

'  Of  the  i-\.w  of  the  incrb-vsk  of  labcur. 

t.  We  have  now  successively  considered  each  of  the  agents  or  con* 
ditions  of  production,  and  of  the  means  by  which  the  efficacy  of  these 
various  agents  is  promoted.  In  order  to  come  to  an  end  of  the  questions 
which  relate  exclusively  to  production,  one  uiore,  of  primary  importance, 
remains. 

Production  is  not  a  fixed  but  an  increasing  thing.  When  not  kept 
back  by  bad  institutions,  or  a  low  state  of  the  arts  of  life,  the  produce  of 
industry  has  usually  tended  to  increase ;  stimulated  not  only  by  the 
desire  of  the  producers  to  augment  their  means  of  consumption,  but  by 
the  increasing  nmnbcr  of  the  consumers.  Nothing  in  political  economy 
can  be  of  more  importance  than  to  ascertain  the  law  of  this  increase  of 
production  ;  the  conditions  to  which  it  is  subject ;  whether  it  has  practi- 
I  tally  any  limits,  and  what  these  are.  There  is  also  no  subject  in  political 
,  economy  which  is  popularly  less  understood,  or  on  which  the  errors  com- 
mitted are  of  a  character  to  produce,  and  do  produce,  steaXtt  m\vii\^. 
We  have  seen  ilmt  ilic  Ciscniial  requi&ius  oi  pto4u<;\;\oa  ■m«i  '^vtwi— 
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labour,  capital,  and  natural  agents  ;  the  term  capital  including  al!  ex- 
ternal and  physical  requisites  which  are  products  of  labour,  the  term 
natural  agents  all  those  which  are  not  But  among  natural  agents  u/e 
need  not  lake  into  account  those  which,  existing  in  unlimited  quantity, 
being  incapable  of  appropriation,  and  nev-er  altering  in  their  qualities, 
are  always  ready  to  lend  an  e<iual  degre*  of  assistance  to  production, 
whatever  may  be  its  extent ;  as  air  and  the  light  of  the  sun.  Being  now 
about  to  consider  the  impediments  to  production,  not  the  facilities  for  it, 
we  need  advert  to  no  other  natural  agents  than  those  which  are  liable  to 
be  deficient  either  in  quantity  or  in  productive  power.  These  may  be  all 
represented  by  the  term  land.  Land,  in  the  narrowest  acceptation,  as 
the  source  of  agricultural  produce,  is  the  chief  of  them  ;  and  If  we  extend 
the  term  to  mines  and  fisheries— to  what  is  found  in  the  earth  itself,  or  in 
the  uTiters  which  partly  cover  it,  as  well  as  to  what  is  grown  or  fed  on  its 
surface,  it  embraces  everj-thing  with  which  we  need  at  present  concern 
ourseI\-es. 

We  may  say,  then,  without  a  greater  stretch  of  language  than  imdcr 
the  necessary  explanations  is  permissible,  that  the  requisites  of  produc- 
tion are  Labour,  Capital,  and  Land.  The  increase  of  production,  there- 
fore, depends  on  the  properties  of  these  elements.  It  is  a  result  of  the 
increase  cither  of  the  elements  themselves,  or  of  their  productiveness. 
The  law  of  increase  of  production  muit  be  a  consequence  of  the  laws  of 
these  elements  ;  the  limits  to  the  increase  of  production  must  be  the 
limits,  whatever  they  are,  set  by  those  laws.  ^V'e  proceed  to  consider 
the  ihr^  elements  successively,  with  reference  to  this  efTeci ;  or  in  other 
words  the  law  of  the  increase  of  production,  \ncwcd  in  respect  of  its 
dependence,  first  on  Labour,  secondly  on  Capital,  and  lastly  on  Land. 

I  2.  The  increase  of  labour  is  the  increase  of  mankind  ;  of  population, 
On  this  subject  the  discussions  excited  by  Mr.  ilalthus'  Essay,  ha\-c 
made  the  truth,  altiiough  by  no  means  universally  admitted,  yet  so  fully 
known,  that  a  briefer  examination  of  the  question  than  would  otherwise 
have  been  necessary-  will  probibly  on  the  present  occasion  suffice. 

The  power  of  mullipliralion  inherent  in  all  organic  life  may  be  regarded 
as  infinite.  There  is  no  one  species  of  vegetable  or  animal,  which,  if  ihe 
earth  were  entirely  abandoned  to  it,  and  to  the  things  on  which  it  feeds, 
would  not  in  a  small  number  of  years  overspread  every  region  of  the 
globe,  of  which  the  climate  was  compaiible  with  its  existence.  The 
degree  of  possible  rapidity  is  different  in  different  orders  of  beings  ;  but 
in  all  it  is  sufficient  for  the  earth  to  be  vcr>*  speedily  tilled  up.  There  are 
species  of  vegetables  of  which  a  single  plant  will  produce  in  one  year  the 
germs  of  a  thousand  ;  if  only  two  come  to  maturity,  in  fourteen  years  the 
two  will  have  multiplied  to  sixteen  thousand  and  more-  Many  animals 
have  the  power  of  quadrupling  iheir  numbers  in  a  single  year;  if  they 
only  do  as  much  in  half  a  century,  ten  thousand  will  have  swelled  within 
two  centuries  to  upwards  of  two  millions  and  a  half.  The  capacity  of 
increase  is  necessarily  in  a  geometrical  progression  :  the  numerical  ratio 
alone  is  dilVerent. 

To  this  property  of  organized  beings,  the  human  species  forms  no 
exception.  Its  power  of  increase  is  indefinite,  and  thetictual  multiplica- 
tion would  he  extraordinarily  rapid,  if  that  power  were  exercised  to  the 

noai.  It  never  is  exercised  to  the  utmost,  and  yet,  in  the  most  favour- 
'  circumstances  known  to  exist,  which  are  those  of  a  fertile  region 
iU2ed  from  an  industrious  and  civilized  cotnmunity,  poptUation  haa 
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mlinued  for  several  generaiions,  independently  of  fresh  immigration, 
to  double  itself  in  not  much  more  than  twenty  years.  That  there  is  a 
capacity  of  multiplication  in  the  human  species  beyond  even  this,  is 
c%'idcnt  if  WE  consider  how  great  is  the  ordinary  number  of  children  to  a 
ikmily,  where  the  climate  is  guod  and  early  marriages  usual ;  and  how 
small  a  proportion  of  them  die  before  the  aye  of  maturity,  in  the  present 
stale  of  hygienic  knowledyc,  where  the  locality  is  healthy,  and  (he  f:imily 
adequately  provided  with  the  means  of  living.  It  is  a  vei^  low  e&iimate 
of  the  capacity  of  increase,  if  we  only  assume,  that  in  a  good  sanitary 
condition  of  the  people,  each  generation  may  be  double  tUi  number  of 
the  generation  which  pieteded  Lt. 

Twenty  or  thirty  years  ago,  tliesc  propositions  might  still  have  required 
msiderable  enforcement  and  JlliiSlr^ilion  ;  but  the  evidence  of  them  is 
o  ample  and  incontestable,  that  they  have  made  their  way  against  all 
kinds  of  opposition,  and  may  now  be  regarded  as  axiomatic :  altltough 
the  extreme  reluctance  felt  to  admitting;  them,  every  now  and  then  gives 
birth  to  some  ephemeral  iheorj',  speedily  forijotien,  of  a  different  law  of 
increase  in  diflTereiit  ci re uni stances,  through  a  providential  adaptation  of 
the  fecundity  of  the  human  species  to  the  exigencies  of  society.  Tlie 
obsiade  to  a  just  understanding  of  the  subject  does  not  arise  from  these 
theories,  but  from  too  confused  a  notion  of  the  causes  which,  at  most 
times  and  places,  keep  the  actual  increase  of  mankind  so  far  behind  the 
capacity. 

3.  Those  causes,  nevertheless,  are  in  no  way  mysterious.  What 
•revents  the  population  of  hares  and  rabbits  from  overstocking  the  earth  ? 
'ot  want  of  fecundity,  but  causes  very  different  :  many  enemies,  and  in* 
fTicicnt  subsistence  ;  not  enough  to  eat,  and  liability  to  being  eaten, 
the  human  race,  which  is  not  generally  subject  to  the  latter  incon- 
enience,  the  equivalents  for  it  nre  war  and  disease.  If  the  multiplication 
of  mankind  proceeded,  like  that  of  the  other  animals,  from  a  blind 
iosiinct,  it  would  be  limited  in  the  same  manner  with  theirs  ;  the  births 
'ould  be  as  numerous  as  the  physical  conslittitiunof  the  species  admitted 
T,  and  the  population  would  be  kept  down  by  deaths,  lint  the  conduct 
'human  creatures  is  everywhere  more  or  less  influenced  by  foresight  of 
ionsequences,  and  by  some  impulses  superior  to  mere  animal  instincts  : 
and  they  do  not,  therefore,  propagate  like  svvine,  but  are  capable,  though 
in  very  unequal  degrees,  of  bemg  withheld  by  prudence,  or  by  the  soaal 
affections,  from  giving  existence  to  beings  bom  only  to  misery  and 
premature  death.  In  proportion  as  mankmd  rise  above  the  condition  of 
the  beasts,  popdalioii  is  restrained  by  the  fear  of  want,  rather  than  by 
want  itself,  t-vcn  where  there  is  no  questifin  of  starvation,  most  persons 
arc  similarly  acted  upon  by  the  apprehension  of  losing  what  have  come  to 
be  regarded  a3  the  decencies  of  their  situation  in  life.  Hitherto  no  other 
motives  than  these  two  have  been  found  strong  enough,  in  the  generality 
of  mankind,  to  counteract  the  tendency  to  increase.  It  has  been  the 
practice  of  a  great  majority  of  the  middle  and  the  poorer  classes,  when- 
ever free  from  external  control,  to  marry  as  early,  and  in  most  countrie* 
to  have  as  many  children,  as  was  consistent  with  maintaining  themselves 
in  the  condition  of  life  which  Uicy  were  bom  to,  or  were  accustomed  to 
consider  as  theirs.  Among  the  middle  classes,  in  many  individual 
iStances,  (here  is  an  addilKinal  restmint  cscrciscd  froin  Ofttt  4es««;  *A 
ing  more  than  maintaining"  iheJr  circumstances— ol  vnx'ptov'm^  vVerft -, 
I  such  .1  desire  is  mrefy  found,  or  rarely  hits  thai  cffccl/\n  V^ft  XaViomivk^ 
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classes.  If  they  can  bring:  "P  a  family  as  they  were  themselves  brought 
up,  even  the  prudent  among  them  are  usually  satisfied.  Too  often  they 
do  not  think  even  of  that,  but  rely  on  fortune,  or  on  the  resources  to  be 
found  in  legal  or  voluntary  chanty. 

In  a  very  backward  state  of  society,  lilcc  that  of  Europe  in  the  middle 
ages,  anil  many  parts  of  .Asia  at  present,  population  is  ke^)t  down  by 
nciual  siarv.ition.  The  starvation  does  not  take  place  in  ordinary  years, 
but  in  scisons  of  scarcity,  which  in  those  states  of  society  are  much  more 
freqticnt  and  more  extreme  than  Europe  is  now  accustomed  to.  In  these 
seasons  actual  want,  or  the  maladies  consequent  on  it,  carry  off  numbers 
of  the  population,  which  in  a  succession  of  favourable  years  again  expands, 
to  be  again  cruelly  decimated.  In  a  more  llnpro^■ed  slate,  few,  even 
among  the  poorest  of  the  people,  are  limited  to  absolute  necessaries,  and 
to  a  bare  sufficienry  of  tho<;e  :  and  the  increasr  is  kept  within  bounds, 
not  by  excess  of  deaths,  but  by  limitation  of  births.  The  limitation  U 
brought  about  in  various  ways.     In  some  coimtries,  it  is  the  result  of 

fjrudent  or  conscientious  self-rcslraint.  Thcix:  is  a  condition  to  whtcli  the 
abouring  people  are  habituated  ;  they  perceive  that  by  having  too 
numerous  families,  they  must  sink  below  th.it  condition,  or  fail  to 
transmit  it  to  their  children  ;  and  this  they  do  not  choose  to  submit  to. 
The  coimtries  in  which,  so  far  as  is  known,  a  great  degree  of  voluntary 
prudence  has  been  longest  practised  on  this  subject,  are  Norway  and 
parts  of  Switzerland.  Centeming  both,  there  happens  to  be  unusually 
authentic  information  ;  many  fuels  were  carefully  brought  together  by 
Mr.  Malthtis,  and  much  additional  evidence  has  been  obtained  since  his 
time.  In  both  these  coimtries  ihc  increase  of  population  is  very  slow ; 
and,  what  checks  it,  is  not  multitude  of  deaths  but  fewness  of  births. 
Both  the  births  and  the  deaths  are  remarkably  few  in  proportion  to  the 
population  ;  the  ih-erage  duration  of  life  is  the  longest  in  Europe  ;  the 
population  contains  fewer  children,  and  a  greater  proportional  number  of 
persons  in  the  vigour  of  life,  than  is  known  to  be  the  case  In  any  other 

Eart  of  the  worid.  The  paucity  of  births  tends  directly  to  prolong  life,  by 
eeping  the  people  in  comfortable  circumstances  ;  and  the  same  prudence 
is  doubtless  exercised  in  avoiding  causes  of  disease,  as  in  keeping  clear  of 
the  principal  cause  of  poverty.  It  is  worthy  of  remark  tnat  the  two 
countries  thus  honoiinibly  distinguished,  arc  countries  of  small  landed 
jiroprietors. 

There  are  other  cases  in  which  the  pnidenre  .ind  forethought,  which 
perhaps  might  not  be  exercised  bv  the  people- themselves,  are  exercised 
by  the  state  for  their  benefit ;  marriage  not  being  permitted  until  the  con- 
tracting parties  can  show  that  they  have  the  prospect  of  a  comfortable 
support.  Under  these  laws,  of  which  I  shall  speak  more  fully  hereafter, 
the  condition  of  the  people  is  reiwried  to  be  good,  and  the  illegitimate 
births  not  so  numerous  as  might  be  expected.  There  are  places,  again, 
in  which  the  restraining  cause  seems  to  be  not  so  much  individual  pru- 
dence, as  some  general  and  perhaps  even  accidental  habit  of  the  country. 
In  the  ninU  districts  of  England,  during  the  last  century,  the  growth  of 
population  was  very  eflectually  represse»i  by  the  difficulty  of  obtaining  a 
cottage  to  live  in,  It  was  the  rustnm  for  unmarried  labourers  to  lodge  and 
board  with  their  employers ;  it  was  the  custom  for  married  labourers  to 
have  a  coitigc  :  and  the  rule  of  the  English  poor  laws  by  which  .n  parish 
was  chained  with  the  support  of  its  unemployed  poor,  rendered  land- 
Qtvneiv  averse  to  promote  marria^'c.    Alwtii  the  end  of  the  ccntuiy,  th{! 
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great  demand  for  men  in  war  and  mAnuiaciures,  made  it  be  ihought 
patriotic  thinff  to  cncoura}^'e  population  :  and  about  the  same  time  tha 
v/'vaz  inclination  of  farmers  to  live  like  rich  people,  favoured  a»  it  was 
y  a  long  period  of  high  prices,  made  them  dcsiious  of  keeping  inferiors 
at  a  greater  distance,  and,  pccuniarj-  motives  arising  from  abuses  of  the 
poor  laws  being  superadded,  they  gntdually  drove  their  labourers  into 
cottages,  which  the  landlords  now  no  longer  refused  permission  lo  build. 
In  some  countries  an  old  siandinp  ctutom  that  a  girl  should  not  marr)* 
until  she  had  spun  and  woven  for  herself  an  ample  frousscau,  is  said  to 
have  acted  as  a  substantial  check  to  population.  Tn  England,  at  present, 
"  e  influence  of  prudence  in  keeping  down  mult i plication  is  seen  by  the 
tminished  number  of  marriages  in  the  manufacturing  districts  in  >'ears 
hen  trade  is  bad.- 

Hut  whatever  be  the  causes  by  which  population  is  anywhere  limited 

'to  a  comparatively  slow  rate  of  increase,  there  is  always  an  immense 

residuary-   power  behind,  ready  to  start  into  activity  as  suon   as  the 

ssurc  which  restrained  it  is  taken  ofT.     It  is  but  rarely  that  iniprove- 

enls  in  the  condition  of  the  labouring  classes  do  anything  more  than 

ive  a  temporary  margin,  speedilly  filiea  up  by  an  increase  of  their  num- 

rs.     The  use  -they  commonly  choose  to  make  of  any  advantageous 

nge  in  their  circumstances,  is  to  take  it  out  in  the  form  which,  by 

menting  the  population,  deprives  the  succeeding  generation  of  the 

ncfit.      Unless  their  idea  and  their  habitual  standard  of  comfortable 

iving  can  be  raised,  nothing  permanent  can  be  done  for  them  ;  the 

ost  promising  schemes  end  only  in  having  a  more  numerous,  but  not  a 

lappier  people.     By  their  habilnal  standard,  I  mean  that  down  to  which 

9iey  win  multiply,  but  not  lower.     Kvcry  advance  ihcy  make  in  educa- 

"on,  civilization,  and  social  improvement,  tends  to  raise  this  standard  ;  nnd 

ore  is  no  doubt  that  it  is  gradually,  though  slowly,  rising  in  the  more 

vanccd  countries  of  Western  Europe.     Subsistence  nnd  employment  in 

ngland  have  never  increased  more  rapidly  than  in  the  last  sixteen  years, 

^tt  the  census  of  1S41  showed  a  smaller  proportional  increa.'ie  of  popula- 

'on   than   that  of  1S31  ;  and    the   produce  of  French  agriculture  and 

dusiry  is  increasing  in  a  progressive  ration  while  die  population  exhibits 

ever)-    quinquennial  census  a  smaller  proportion   of  births  to   the 

ipulalion. 

The  subject,  however,  of  population,  in  its  connexion  with  the  condition 
of  the  labouring  classes,  wilt  b6  considered  in  another  place :  in  the 
present,  we  have  in  do  with  it  solely  .is  one  of  the  elements  of  limine- 
Hon  :  and  in  that  character  we  could  not  dispense  with  pointing  out  the 
unlimited  extent  of  its  "natural  powers  of  increase,  and  the  causes  owing 
to  which  so  5in;dl  a  portion  of  that  unlimited  power  is  for  the  most  part 
dually  exercised.  iVfter  this  brief  indication,  we  shall  proceed  to  the 
her  elements. 


CHAPTER  XL 
Of  THE  LAW  OF  THE  INCRE.VSE  OF  CAPITAL. 

5  r.  The  reouisitcs  of  production  being  labour,  capital,  xml  land,  it 
Jias  been  seen  nom  the  preceding  chapter  that  the  impediments  to  the 
^crease  of  production  do  not  arise  from  the  first  of  these  etcnicnts.     On 
side  of  labour  tlferc  is  no  obstacle  to  an  increase  of  production^ 
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indefinite  in  extent  and  o£  unslackcning  ntpidity.  Popalation  hu  tha 
power  of  inctea^in^  in  a  uuifonn  and  rapid  geometrical  ratio.  U  the 
only  essential  condition  of  production  were  labour,  the  produce  might, 
ftnd  naturally  would,  increase  in  the  same  ratio ;  and  there  would  hn  no 
limit,  until  the  numbers  of  mankind  were  brought  to  a  stand  from  actual 
want  of  space. 

Hut  production  his  other  requisites,  and  of  these,  the  one  which  we 
shall  next  consider  is  Capital.  There  cannot  be  more  people  in  any 
country,  or  in  the  world,  than  can  be  supported  from  the  produce  of  past 
labour  until  that  of  present  labour  comes  in.  There  will  be  no  greater 
number  of  productive  labourers  in  any  countr)-,  or  in  the  world,  than  can 
be  supported  from  that  portion  of  the  produce  of  past  labour,  which  is 
spared  from  the  enjoyments  of  its  possessor  for  purposes  of  reproduction, 
and  is  termed  Capital.  We  have  next,  therefore,  to  inquire  into  the  con- 
ditions of  the  increase  of  cjipital :  the  causes  by  which  the  rapidity 
of  its  increase  is  determined,  and  the  necessary  Iim.itations  of  that 
increase. 

Since  all  capital  is  the  product  of  saving,  that  is,  of  abstinence  from 
present  consumption  for  the  sake  of  a  future  good,  the  increase  of  capital 
must  depend  upon  two  things  ;  the  amount  of  the  fund  from  wnich 
saving  can  be  made,  and  the  strength  of  the  dispositions  which  prompt 
to  it. 
^  The  fund  from  which  saving  can  be  made,  is  the  surplus  of  the  produce 
of  labour,  nfler  supplying  the  necessaries  of  life  to  all  concemea  in  the 
production  (including  those  employed  in  replacing  the  materials,  and 
keeping  the  fixed  capital  in  repair).  More  than  this  surplus  cannot  be 
saved  under  any  circumstances.  As  mucli  as  this,  thoujjh  it  never  is 
saved,  always  might  be.  This  surplus  is  the  fund  from  which  the  enjoy- 
ments, as  distinguished  from  the  necessaries  of  the  producers,  are 
provided  ;  it  h  the  fund  from  which  all  are  subsisted,  who  are  not  them- 
selves engaged  in  pnklurtion  ;  and  from  which  all  additions  are  made  to 
capital,  it  is  the  real  net  produce  of  the  country.  The  phrase,  net 
produce,  is  often  taken  in  a  more  limited  sense,  to  denote  only  ihc  profits 
of  lb.e  capitalist  and  the  rent  of  the  landlord,  under  the  idea  that  nothing 
can  be  included  in  the  net  produce  of  capital,  but  what  is  returned  to  the 
owner  of  the  capital  after  replacing  his  expenses.  But  this  is  too  narrow 
an  acceptation  of  the  term.  The  capital  of  the  employer  forms  the 
revenue  of  the  labourers,  and  if  this  exceeds  the  necessaries  of  life,  it  gives 
them  a  surplus,  which  they  may  either  expend  in  enjoyment  or  save. 
For  every  purpose  for  which  there  can  be  occasion  to  speak  of  the  net 
produce  of  industry,  this  surplus  ought  to  be  included  in  it.  When  this 
IS  included,  and  not  otherwise,  the  net  produce  of  the  country  is  the 
measure  of  its  effective  power  ;  of  what  it  can  spare  for  any  purposes  of 
public  utility,  or  private  indulgence  ;  the  portion  of  its  produce  of  which 
It  can  dispose  at  pleasure  ;  which  can  be  drawn  upon  to  attain  any  ends, 
or  gratify  any  wishes,  cither  of  the  gn^-ernment  or  of  individuals  ;  which 
it  can  either  spend  for  its  satisfaction,  or  save  for  future  advantage. 

The  amount  of  this  fund,  this  net  produce,  this  excess  of  production 
above  the  physical  necessaries  of  the  producers,  is  one  of  the  elements 
that  dctenuine  the  amount  of  saving,  Tlic  greater  tlie  produce  of  labour 
after  supporting  the  labourers,  the  more  inere  is  which  om  be  saved. 
"Yht  same  thing  also  partly  contributes  to  determine,  how  much  tviii\it 
viyed    A  p,in  of  the  motive  to  saving  coi^svsts  in  the  prospect  of  deriving 
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an  income  from  savings  ;  in  the  fact  that  capital,  employed  in  production, 
is  capable  of  not  only  reproducing'  itself  but  yielding  an  increase.  The 
greater  the  profit  that  can  be  made  frum  capital,  the  strong^cr  is  the 
motive  to  its  accumulation.  That  indeed  which  forms  Ihe  iiulucemcnt  to 
save,  IS  not  the  whole  of  the  fund  which  supplies  the  means  of  saving,  not 
the  wliole  net  produce  of  the  land,  capital,  and  labour  of  the  country,  but 
only  a  part  of  it,  the  part  which  fonns  the  remuneration  of  the  capitalist, 
and  is  called  profit  of  stock.  It  will,  however,  be  readily  enough  under- 
stood,  even  previously  lo  the  explanations  which  will  be  given  hereafter, 
that  when  the  general  productiveness  Qf  labour  and  capital  is  ^reat,  the 
returns  to  the  capitalist  are  likely  to  be  large,  and  that  some  proportion, 
though  not  a  iinifoi-m  one,  will  commonly  obtain  between  the  i«o, 

§  2.  But  the  disposition  to  save  does  not  wholly  depend  on  the  external 
inducement  to  it ;  on  the  amount  of  profit  to  be  made  from  savings. 
With  the  same  pecuniary  inducement,  the  inclination  is  very  different,  in 
different  persons,  and  in  diiicrcnt  communities.  The  effective  desire  of 
accumulation  is  of  unequal  strength,  not  only  according  to  the  varieties  of 
individual  character,  but  to  the  general  state  of  soaiety  and  civlliiatfon. 
Like  all  other  moral  attributes,  it  is  one  in  which  the  human  race  exhibits 
great  differences,  conformably  to  the  diversity  of  its  circumstances  and 
the  stage  of  its  progress. 

On  topics  which  if  they  were  to  be  fully  investigated  would  exceed  the 
bounds  that  can  be  allotted  to  them  in  this  treatise,  it  is  satisfactory  to  be 
able  to  refer  to  other  works  in  which  the  necessary  develtipmenls  have 
been  presented  more  at  length.  On  the  subject  of  Population  this 
valuable  ser\'ice  has  been  rendered  by  the  celebrated  Essay  of  Mr. 
MaJthus  :  and  on  the  point  which  now  occupies  us  1  can  refer  with  equal 
confidence  to  another,  though  a  less  known  work,  '  New  Pnnciples  of 
Political  Economy,'  by  Mr.  Kae.*  In  no  other  book  known  to  me  is  so 
much  light  thrown,  both  from  principle  and  history,  on  the  causes  which 
determine  the  accumulation  of  capital. 

All  accumulation  involves  the  sacrifice  of  a  present,  for  the  sake  of  a 
future  good.  But  Ihe  expediency  of  such  a  sacrifice  varies  very  much  in 
different  states  of  circumstances  ;  and  men's  willingness  to  nniake  it,  varies 
still  more. 

In  weighing  the  future  against  the  present,  the  uncertainty  of  all  things 

*  TIiiK  treatise  is  &n  cxAmple,  such  as  not  iinriequently  presents  itself,  how  much 
more  depends  on  accident,  than  on  the  qualities  at  a  book,  in  delerminutg  lis  le- 
cepttoii,  Iltiil  il  apjieared  at  a  suitable  time,  and  been  favoured  b^  circurastanccs, 
it  would  have  had  every  lequisiic  for  great  euccess.  The  author,  u.  Scotchman 
settled  in  the  Uniteil  Slates,  luiiles  miicti  kiiawlcdjjc,  an  original  vein  of  lliuught, 
a  coou<i<:rnblc  turn  for  philosophic  generalities,  and  a  manner  of  exposition  and 
illuslralion  calculated  to  make  ideas  tell  not  only  for  what  they  are  worth,  but  for 
more  than  lliey  ntc  worth,  and  which,  sometimes,  I  think,  has  that  effect  in  Ihe 
wriler's  own  mind.  The  principal  fault  of  ihc  book  is  the  position  of  antagonism 
to  which,  wilh  the  conlrciverNi;iI  s|>lrit  npt  lo  Ije  found  in  Ihosc  who  have  new 
thoughts  nn  old  subjects,  he  has  placed  himself  towartls  Adam  Smith.  I  call  ihii 
a  fault,  (though  I  think  many  of  the  critid-^iitis  just,  and  some  nf  them  far-seeing,) 
because  there  is  much  less  of  real  dilTcrencc  in  o|)inic)t)  than  might  be  supposed 
fiom  Mr.  Rae's  animadversions  ;  and  liecause  what  he  ha%  fuund  vulnemble  in  his 

Seat  predecessor  is  chielly  the  '  hiininn  /n.'  mutk '  in  bis  pienii&es ;  the  ^aVo%  <A 
em  that  is  over  and  atwve  what  was  eiLhcf  letiuired  oi  U  attu,a\\^  mwA  w  '^^ 
ptablishmcDt  of  hi<  condasJons. 
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future  is  a  leading-  elepient  ;  and  that  uiK^crtainly  is  of  very  different 
(legrcM.  'All  circniii5Tan«s,'  therefore,  'increasing  the  probabilily  of 
the  provision  we  make  for  futurity  being'  enjoyed  by  ourselves  or  others, 
tend'  jusily  and  reasonably  'to  give  strength  to  the  efieciive  desire  of 
accumulation.  Thus  a  heaithy  climate  or  occupation,  by  increasing  the 
probability  of  life,  has  a  tendency  to  add  to  tliis  tiesirc.  When  engaged 
in  safe  occupations,  and  living  in  healthy  countries,  men  arc  much«uiore 
apt  to  be  frugal,  than  in  unhealthy  or  hazardous  otcupalions,  and  in 
climates  pernicious  lo  human  life.  Sailors  and  soldiers  are  prodigals.  In 
the  W'eat  Indies,  New  Orleans,  the  East  Indies,  the  exnenditure  of  the 
inhabitants  is  profuse.  The  same  people,  coming  to  rcsiae  in  the  healthy 
parts  of  Europe,  and  not  getting  into  the  vortex  of  extravagant  fashion, 
Mv^  economically.  War  and  pestilence  have  always  waste  and  luxury 
among  the  other  e\'-ils  Ihat  follow  in  their  train.  For  similar  reasons, 
whatever  gives  security  to  the  affairs  of  the  community,  is  favourable  to 
the  strength  of  this  principle.  In  this  respect  the  general  prevalence  of 
law  and  order,  and  the  prospect  of  the  continuance  of  peace  and 
tranquillity,  have  considerable  inlluence.**  The  more  perfect  the  security, 
the  g^reater  will  be  (he  eflfective  strength  of  the  desire  of  accumulation. 
Where  property  is  less  safe,  or  the  vicissitudes  niinnos  to  fortunes  arc 
more  frequent  and  severe,  fewer  persons  will  save  at  all,  and  of  (hose  who 
do,  many  will  require  the  inducement  of  a  higher  rale  of  profit  on  capital, 
to  make  them  prefer  a  doubtful  future  to  the  temptations  of  present 
enjoyment. 

These  are  considerations  which  affect  the  expedieocy,  in  the  eye  of 
rcasoHf  of  consulting  future  interests  at  the  expense  of  present.  But 
men's  inclination  to  make  this  sacrifice  does  not  solely  depend  upon  its 
expediency.  The  disposition  lo  save,  is  often  far  short  of  what  reason 
would  dictate  :  and  at  other  times  is  liable  to  be  in  excess  of  it. 

Deficient  strength  of  the  desire  of  accumulation  may  arise  fnmi 
improvidence,  or  from  want  of  interest  in  others.  Improvidence  may  be 
rannectcd  with  intellectual  as  wetl  as  moral  causes.  Individuals  and 
communities  of  a  very  low  stale  of  intelligence  are  always  improvident. 
A  certain  measure  of  intellectual  development  seems  necessary  to  enable 
absent  things,  and  especially  things  future,  to  act  with  any  force  on  the 
imagination  and  will.  The  effect  of  want  of  interest  in  others  in  diminish- 
ing accumulation,  will  be  admitted,  if  we  consider  how  mticli  saving  at 
present  lakes  place,  which  has  for  its  object  the  interesl  of  others  rather 
than  of  ourselves  ;  the  education  of  children,  their  advancement  in  life, 
the  future  interests  of  other  personal  connexions,  the  desire  of  promoting, 
by  the  bestowal  of  money  or  time,  objects  of  public  or  private  usefulness. 
If  mankind  were  generally  in  the  slate  of  mitid  to  which  some  approach 
was  seen  in  the  declining  period  of  the  Roman  empire— caring  nothing 
for  their  heirs,  as  well  as  nothing  fnr  friends,  the  public,  or  any  object 
whicl)  survived  ihem — they  would  seldom  deny  themselves  any  indulgence 
for  the  sake  of  saving,  beyond  what  was  necessar)*  for  their  own  future 
years  ;  which  ll*ey  would  place  in  life  annuities,  or  in  some  other  form 
which  would  make  its  existence  and  their  lives  terminate  together. 

§  3.  From  various  degrees  of  these  deficiencies,  intellectual  and  moral, 
ihcre  is,  in  diltcrert  portions  of  the  human  race,  a  greater  diversity  than 
jj  usually  advened  to,  in  the  strength  of  the  effective  desire  of  accumula- 
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tion.  A  backward  state  of  general  civilization  is  often  more  the  e0ect  of 
deficiency  in  ihis  particular  than  in  many  others  which  attract  more  attcn< 
(ion.  In  the  circumstances,  for  example,  of  a  huntinff  tribe,  '  man  may  be 
said  to  be  necessarily  improvident,  and  icyardless  of  futurity,  because,  in 
this  state,  the  future  presents  nnUiing  which  can  be  with  certainty  either 

foreseen  or  g-ovemed Itesides  a  want  of  the  motives  exciting  to 

provide  for  the  needs  of  futurity  through  means  of  the  abihiics  of  ihe 
present,  there  is  a  iv;int  of  the  habits  of  perception  and  action,  leading  to 
a  con^tuDt  connexion  in  the  minds  of  those  distant  points,  and  of  ihc 
series  of  events  serving  to  unite  them-  Even,  therefore,  if  motives  be 
awn.kened  capable  of  producing  the  exertion  necessary  to  effect  this  con- 
nexion, there  remains  the  lask  of  training  the  mind  to  think  and  act  so  as 

establish  it.' 

For  instance  :  '  Upon  the  banks  of  the  St.  Lawrence  there  are  several 
little  Indian  villa{/es.  They  are  surrounded,  in  general,  by  a  good  deal 
of  land,  from  which  the  wood  seems  to  have  been  long  extirpated,  and 
have,  besides,  attached  In  them,  extensive  tracts  of  forest.  The  cleared 
land  is  rarely,  I  may  almost  say  never,  ailtivated,  nor  are  any  inroads 
made  in  the  forest  for  such  a  purpose.  The  bdiI  is,  nevertheless,  fertile, 
and  were  it  not,  manure  lies  in  heaps  by  their  houses.  Were  every  family 
to  inclose  half  an  acre  of  ground,  till  it,  and  plant  in  it  potatoes  and  maize, 
it  would  yield  a  sufficiency  to  support  them  one-half  the  year.  They  suffer, 
too,  eveiy  now  and  then,  extreme  want,  insomuch  that,  joined  to  occa- 
sional intemperance,  it  is  rapidly  reducing  their  numbers.  This,  (o  us,  so 
strange  apathy  praceeds  not,  in  any  great  degree,  from  repugnance 
to  labour ;  on  the*  conirnr>',  they  apply  very  diligently  to  it  when  its 
reward  is  immediate.  Thus,  beside  their  peculiar  occupations  of  huntincf 
and  fishing,  in  which  they  are  ever  ready  to  engage,  they  are  mticn 
employed  m  the  navigation  of  the  St,  Lawrence,  and  may  be  seen 
labouring  at  the  oar,  or  setting  with  the  pole,  in  the  large  boats  used 
for  the  putpose,  and  always  furnish  the  greater  part  of  the  additional 
hands  necessary  to  conduct  rafts  though  some  of  tlic  rapids.  Nor  is  the 
obstacle  aversion  to  agricultural  labour.  This  is  no  doubt  a  prejudice  of 
theirs;  but  mere  prejudices  alw.iys  yield,  principles  of  action  cannot  be 
created.  When  the  returns  from  agiicultural  labour  arc  speedy  and 
great,  they  are  also  agriculturists.  Thus,  some  of  the  little  islands 
on  Lake  St  Francis,  near  the  Indian  village  of  St.  Regis,  are  favourable 
to  the  growth  of  maize,  a  plant  yielding  a  return  of  a  hundredfold,  and 
forming,  even  wlien  half  ripe,  a  pleasant  and  substantial  repast.  Patches 
of  the  oest  land  on  these  islands  are,  therefore,  every  year,  cultivated  by 
them  for  this  purpose.  As  their  situation  renders  them  inaccessible  to 
cattle,  no  fence  is  required  ;  were  this  additional  outlay  necessary,  I 
suspect  they  would  be  neglected,  like  the  commons  adjoining  their 
village.  These  bad  apparently,  at  one  time,  been  under  crop.  The 
cattle  of  the  neighbouring  settlers  would  now,  however,  destroy  any  crop 
not  secvirely  fenced,  and  this  additional  necessary  outlay  consequently 
bars  their  culture.  It  removes  them  to  an  order  of  insti-umcnts  of  slower 
return  than  that  which  corresponds  to  the  strength  of  the  effective  desire 
'accumulation  in  this  little  society, 

'  It  is  here  deserving  of  notice,  that  what  inatruincnts  of  this  kind  Ihcy 
_  I  form,  are  completely  formed.     The  sJiiall  spots  of  com  tbey  cultivate 
are  thoroughly  needed  and  Iioed.     A  little  neglect  In  this  part  would  \l^- 
"  reduce  the  crop  very  much ;  of  this  experience  Vi&s  \UiiiQ  'O^tui  -^v 


124 


PRODUCTIOS. 


fectly  auare,  and  tbey  act  accordingly.  It  is  evidently  not  tbe  ncceuary 
labour  that  is  the  obstacle  to  more  extended  culture,  but  the  distant  rclum 
from  that  labour.  I  am  assured,  indeed,  that  among  some  of  the  more 
remote  tribes,  the  labour  thus  expended  much  exceeds  that  (jivcii  by  the 
whiles.  The  same  portions  of  ground  being  cropped  without  remission, 
and  manure  not  bcinji  used,  they  would  scarcely  yield  any  return,  were 
no:  the  soil  most  carefully  broken  and  palverizcd,  both  with  the  hoe  and 
the  liand.  In  buuh  a  siluatiun  a  wliite  man  would  clear  a  fresh  piece  of 
ground.  It  would  perhaps  scarce  repay  his  labour  the  first  year,  and  he 
would  have  to  look  for  his  reward  in  succeeding  years.  On  the  Indian, 
succeeding  years  are  too  distant  to  make  sufficient  impression  :  though, 
to  obtain  what  labour  may  bring  about  in  the  course  of  a  few  months,  he 
toils  even  more  assiduously  than  the  white  man.'* 

This  view  of  things  is  confirmed  by  the  experience  of  the  Jesuits,  in 
their  interesting  efforts  to  civiliire  the  Indians  of  Paraguay.  They  gainetl 
the  confidence  of  these  savages  in  a  most  extraordinary  degree.  They 
acquired  influence  over  them  sufficient  to  make  them  change  their  whole 
manner  of  life.  They  obtained  their  absolute  submission  and  obedience. 
They  estibhshed  peace.  They  taught  them  all  the  oi>erations  of  European 
agnculture,  and  many  of  the  more  ditlicuh  arts.  There  were  everywhere 
lo  be  seen,  accordiiig  to  Charlevoix,  '  workshops  of  gilders,  painters, 
sculptors,  goldsmiths,  watchmakers,  carpenters,  jomers,  dyers,' etc.  These 
ocrupaiions  were  not  practised  for  the  personal  gain  of  the  artificers  :  the 
produce  was  at  the  absolute  disposal  of  the  missionaries,  who  ruled  the 
people  by  a  voluntary  despotism.  The  obstacles  ari.sing  from  aversion  to 
labour  were  therefore  very  completely  overcome.  The  real  ditHculty  was 
the  improvidence  of  the  people  ;  their  inability  to  think  for  the  future  ; 
and  the  necessity  accordingly  of  the  most  unremitting  and  minute  super- 
intendence on  the  part  of  their  instructors.  'Thus  at  first,  if  these  gave 
up  to  them  the  care  of  the  ax^n  with  which  they  ploughed,  their  indolent 
thovighllcssness  would  probably  leave  them  at  evening  still  yoked  lo  the 
implement  Worse  than  this,  instances  occurred  where  they  cut  them  np 
for  supper,  thinking,  when  reprehended,  that  they  sufficietuly  e-xcused 
themselves  by  saying  they  were  hungry.  .  .  .  These  fathers,  says  UUoa, 
have  to  visit  the  bouses,  to  examine  what  is  really  wanted  :  for,  without 
this  care,  the  Indians  would  never  look  after  anytliing.  They  must  bo 
present,  too,  when  animals  are  slaughtered,  not  only  that  the  meat  may 
be  equally  divided,  but  that  nothing  may  be  lost.'  'But  notwithstanding 
all  this  cjire  and  superintendence,'  says  Charlevoix,  'ajid  all  the  precau* 
tions  which  are  taken  to  prevent  any  want  of  the  necessaries  of  life,  the 
missionaries  are  sometimes  much  embarrassed.  It  often  happens  that 
they,'  {the  Indians,)  'do  not  reser\-e  to  themselves  a  sufficiency  of  grain, 
even  for  seed.  .A.5  for  their  other  provisions,  were  they  not  well  tookea 
after,  they  would  soon  be  without  wherewithal  to  support  lifc't 

As  an  example  intermediate,  in  the  strength  of  the  effective  desire  of 
accumulation,  between  the  state  of  things  thus  depicted  and  that  of 
modern  Europe,  the  case  of  the  Chinese  deserves  attention.  Froin 
various  circumstances  in  their  personal  habits  and  social  condition,  It 
might  be  anticipated  that  they  would  possess  a  degree  of  prudence  and 
selfconlrul  greater  than  other  Asiatics,  but  inferior  to  most  European 
nations  ;  antl  the  following  evidence  is  adduced  of  the  fact 
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'  Dnniljiliiy  is  one  of  the  chief  qualities  marking  a  hij^'h  degree  of  the 

iflTectivc  desire  of  accumulation.    'I'hc  testimony  of  travellers  ascribes  to 

c    instruments   formed   by  the  Chinese  a   very    inferior  durability  to 

milar  instnimerts  conslnicied  by  Kuropeans.     The  liouses,  we  are  told, 

niess  of  the  higher  ranks,  are  in  general  of  unbiiml  brirlis,  of  clay,  or  of 

urdles  plastered  with  earth  ;  the  roofs,  of  reeds  fastcticil  lo  laths.    We 

.n  scarcely  conceive  more  unsubstantial  or  temporary  fabrics.    Their 

rtitions  are  of  paper,  requiring'  to  be  renewed  every  year.    A  similar 

ibsen-alion  may  be  made  concerning  their  implements  of  husbandry,  and 

Other  utensils.    They  are  almost  entirely  of  wood,  the  metals  entering  but 

sparingly  into  their  construction  ;  consequenily  they  soon  wear  out, 

require  frequent  renewals.     A  greater  degree    of  strengih    in    the 

ective  desire  of  accumulation,  would  cause  ihem  to  be  constructed  of 

atcrials  requiring  a  greater  present  expenditure,  but  being  far  more 

rable.     From  the  same  cause,  much  land,  that  in  other  countries  would 

cultivated^  lies  waste.     All  travellers  take  notice  of  large  tracts  of  land, 

iefly  swamps,  which  continue  in  a  state  of  nature.     To  bring  a  swamp 

into  tillage  is  generally  a  process,  to  complete  which,  requires  several 

years.     It  must  be  previously  drained,  ihe  surface  long  exposed  to  the 

sun,  and  many  operations  performed,  before  it  can  be  made  capable  of 

bearing  a  crop.     Though  yielding,  probably,  a  very  considerable  return 

for  the  labour  bestowed  on  it,  that  return  is  not  made  until  a  long  time 

has  elapsed.     The  cultivation  of  such  land  implies  a  greater  strength  of 

the  effective  desire  of  accumulation  than  exists  in  the  empire. 

'The  produce  of  the  harvest  is,  as  we  have  remarked,  always  an 
instrument  of  some  order  or  another ;  k  is  a  provision  for  future  want, 
and  regut.tted  by  Ihe  same  laws  as  those  to  which  other  means  of  attain- 
ing a  similar  end  conform.  It  is  there  chiefly  rice,  of  which  there  are  two 
harvests,  the  one  in  June,  the  other  in  October.  The  period  then  of  eight 
months  between  October  and  June,  is  thai  for  which  provision  is  made 
each  year,  and  the  different  estimate  they  make  of  to-day  and  this  day 
eight  months  will  appear  in  the  self-denial  (hey  practise  now,  in  order  to 
guard  against  want  then.  The  amount  of  this  self-denial  would  seem  to 
be  small.  The  father  Parennin,  indeed,  (who  seems  to  have  been  one  of 
the  most  intelligent  of  the  Jesuits,  and  spent  a  long  life  among  the  ' 
Chinese  of  all  classes,)  asserts,  that  it  is  their  great  deficiency  in  fore- 
thought and  frugality  in  this  respect,  which  is  the  cause  of  the  scarcities 
and  famines  that  frequently  occur.' 

That  it  is  defect  of  providence,  not  defect  of  industry,  that  limits  pro- 
ction  among  the  Chinese,  is  still  more  obvious  than  in  the  case  of  the 
lemi-agriculturized  Indians.  '  Wlieie  the  returns  are  quick,  where  the 
instruments  formed  require  hut  little  lime  to  bring  the  events  for  which 
thev  were  formed  to  an  issue,'  it  is  well  known  that  '  the  great  progress 
whi'ch  has  been  made  in  the  knowledg^e  of  the  avis  suited  to  the  nature  of 
(he  country  and  the  wants  of  its  inh.ibitants'  makes  industry  energetic 
and  effective.  'The  warmth  of  the  climate,  the  natural  fertility  of  the 
country,  tlie  knowledge  which  the  inhabitants  have  acquired  of  the  arts  of 
agriculture,  and  the  discovery  and  gradual  adaptation  to  every  soil  of  the 
most  useful  vegetable  productions,  enable  thcra  very  speedily  lo  draw 
from  almost  any  part  of  the  surface,  what  is  there  esteemed  an  equivalent 
10  mvich  more  thnn  the  labour  bestowed  in  tilling  and  crapping  it.  They 
have  commonly  double,  sometimes  treble  harvests.  These  when  ihey 
consist  of  a  grain  so  producti\-c  as  rice,  the  usua.!  crop,  can  s'iM.c^  ViA  V* 
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fcudnlism  having  removed  or  much  weakened  invidicnis  distinctions  be- 
Xytiizn  the  originally  trading  classes  and  those  who  had  been  accustomed 
to  despise  them  ;  and  a  polity  having  grosiTi  up  which  made  ^^*ca]th  the 
real  source  of  political  influence,  its  acquisition  was  invested  wiih  a 
factitious  value,  independent  of  irs  intrinsic  utility.  It  became  synony- 
mous with  power ;  and  since  power  with  the  common  herd  of  mankind 
^ives  power,  weallh  became  the  chief  source  of  personal  consideration,, 
and  the  measure  and  stamp  of  success  in  life.  To  set  out  of  one  rauk  in, 
society  into  the  next  above  it,  is  the  great  aim  of  English  bourgeois  life, 
and  the  acquisition  of  wealth  the  means.  And  inasmuch  as  to  be  rich 
without  industry  constitutes  a  step  in  the  social  scale  above  those  who 
arc  rich  by  means  of  industry,  it  becomes  the  object  of  ambition  to  save 
not  merely  as  much  as  will  afford  a  large  income  while  in  business,  but 
enough  to  retire  from  business  and  live  in  affluence  on  realized  Ksins. 
These  causes  are,  in  England,  greatly  aided  by  thai  extreme  indiffererce 
of  the  people  to  personal  enjoyment,  which  is  a  characteristic  of  all 
countries  over  which  puriianism  has  passed.  But  if  accumulation  is,  on 
one  hand,  rendered  easier  by  the  absence  of  a  taste  for  pleasure,  it  is, 
on  the  other,  made  more  difficult  by  the  presence  of  a  very  real  taste  for 
expense.  So  strong  is  the  association  between  personal  consequence  and 
the  siifns  of  weakh,  that  the  silly  desire  for  the  appearance  of  a  large 
expenditure  has  the  force  of  a  passion  among  large  classes  of  a  nation 
which  derives  less  pleasure  than  perhaps  any  other  in  the  world  from 
what  it  spends.  Owing  to  this  circumstance,  the  effective  desire  o( 
accumulation  has  never  reached  so  high  a  pitch  in  England  as  it  did 
in  Holland,  where,  there  being  no  rich  idle  class  to  set  tlie  example  of  a 
reckless  expenditure,  and  the  mercantile  classes,  who  possessed  trie  sub- 
stantial power  on  which  social  iniluence  always  wails,  being  left  to 
establish  their  own  scale  of  living  and  standard  of  propriety,  their  habits 
remained  frugal  and  unostentatious. 

In  England  and  Holland,  then,  for  a  long-  time  past,  and  now  in  most 
other  countries  in  Europe  (which  are  rapidly  following  England  in  the 
same  race),  the  desire  of  accumulation  does  rot  require,  to  make  it 
effective,  the  copious  returns  which  it  requires  in  Asia,  but  is  sufficiently 
called  into  action  by  a  rate  of  profit  so  low,  that  instead  of  slackening, 
accumulation  seems  now  to  proceed  more  rapidly  than  ever  :  and  the 
second  requisite  of  increased  production,  increase  of  capital,  shows  no 
tendency  to  become  deficient.  So  far  as  that  element  is  concerned, 
production  is  susceptible  of  an  increase  without  any  assignable  hounds. 

The  progress  of  accumulation  would  no  doubt  be  considerably  checked, 
if  the  rcuirus  to  capital  were  to  be  reduced  still  lower  than  at  present. 
But  why  should  any  possible  increase  of  capital  have  that  effect  F  This 
question  carries  the  mind  forward  to  the  remaining  one  of  the  three 
requisites  of  production.  The  limitation  to  production,  not  consisting  in 
any  necessary  limit  to  the  increase  of  the  other  tvrt>  elements,  labour  .ind 
capital,  must  turn  upon  the  properties  of  the  only  clement  which  is 
inherently,  and  in  itself,  limited  In  quantity.  It  must  depend  on  tha 
properties  of  land. 
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-AND  difTepi  from  the  other  elements  of  production,  labour  and 

.pnal,  in   iiol  bein.k;  susceptible  of  indefiiiile   increase.     Its  cxlcnt   is 

mited,  and  llie  extent  of  the  more  productive  kinds  of  it  more  lUnitcd 
still.  It  is  also  evident  that  tlie  quantity  of  produce  capable  of  being 
raised  on  any  given  piece  of  land  is  not  indefinite.  This  limited  quantity 
of  land,  and  limited  productiveness  of  it,  arc  tlie  real  limits  to  the  increase 
of  production. 

That  they  are  tlic  iiltimaic  limits,  must  always  have  been  clearly  seen. 
But  since  the  final  b.irrier  h.is  never  in  any  insianre  been  reached  ;  since 
there  is  no  country  in  which  all  the  land,  capable  of  yieldinfr  food,  is  so 
highly  cultivated  that  a  larg-er  produce  cotild  not  (even  without  supposing 
any  fresh  advance  in  agricultural  knowledge)  be  obtained  from  it,  and 
since  a  large  portion  of  the  earth's  surface  slill  remains  entirely  un- 
cultivated :  it  is  comninnly  thought,  and  is  very  natural  at  first  to  suppose, 
ihat  for  the  present  all  limitation  of  production  or  population  from  ihis 
source  is  at  an  indelinite  distance,  and  that  ages  must  elapse  before  any 
praciita!  necessity  arises  for  taking  the  limiting  principle  into  serious 
consideration. 

I  apprehend  this  to  be  not  only  an  error,  but  the  most  serious  one,  to 
be  found  in  the  whole  field  of  political  economy.  The  question  is  more 
important  and  fimdamenlal  than  any  other  ;  it  involves  the  whole  subject 
of  the  causes  of  poverty,  in  a  rich  and  industrious  community  ;  and  unless 
this  one  matter  be  thoroughly  understood  it  is  to  no  purpose  proceeding 
any  ftirther  in  nur  inquiry. 

§  2.  The  limitation  to  production  from  the  properties  of  the  soil,  is  not 
like  the  obstacle  opposed  by  a  wall,  which  stands  immoveable  in  one 
paitltular  snot,  and  ofi'crs  no  hindrance  to  motion  short  of  stopping  it 
entirely.  We  may  rather  compare  it'  to  a  highly  clastic  and  i?xiensil)Ie 
band,  which  is  hardly  ever  ?o  violently  stretched  ihai  it  could  not  possibly 
be  stretched  any  more,  yet  the  pressure  of  which  is  felt  long  before  thfi 
final  limit  is  reached,  and  felt  more  severely  the  nearer  that  limit  is 
approached. 

After  a  certain,  and  not  very  advanc-ed,  stage  in  the  progicss  of 
agriculture  ;  as  soon,  in  fact,  as  men  h:ive  applied  themselves  to  cultiva- 
tion with  any  energy,  and  have  bmtight  to  it  any  tolerable  tools ;  from 
that  lime  it  is  the  law  of  production  from  the  land,  that  in  a,ny  given  state 
of  agricultural  skill  and  knowledge,  by  increasing  the  labour,  llie  produce 
is  nut  increased  in  an  equal  degree  ;  doubling  tlic  labour  docs  not  double 
the  produce  ;  or,  to  l'xiucss  the  same  thing  in  other  words,  c^■e^y  iiici-easo 
of  produce  is  obtained  by  a  more  than  proportional  increase  in  the 
application  of  labour  to  the  land. 

ITiis  general  law  of   agricultural    industry  is    the    most    important 

position  in  political  economy.     Were  the  law  different,  nearly  all  the 

phenomena  of  the  production  and  distribution  of  wcaldi  would  be  other 

than  ihey  are.     The  most  fundamental  errors  which  still  prevail  on  our 

ibject,  result  fmm  rot  perceiving  this  law  at  work  tmderneath  the  more 
erficial  agencies  on  which  altentimn  fixes  itself;  but  uiiHt.iking  those 

cncies  for  the  ultimate  caiwcs  of  effects  of  which  they  may  influence  the 
form  and  mode,  but  of  which  it  alone  determines  the  «siiii«. 
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When,  for  tlie  purpose  of  raising  an  increase  of  produce,  recourse  15  had 
to  inferior  land,  it  is  evident  ihat,  so  far,  ihe  produce  does  not  increase  in 
the  4ame  proponion  wth  the  labour.  The  very  meaning-  of  inferior  land, 
is  land  which  with  equal  labour  returns  a  smaller  amoont  of  produce. 
Land  may  be  inferior  either  in  fertility  or  in  situation.  The  one  requires 
a  greater  proportional  amount  of  labour  far  growing  the.  produce,  the 
other  for  carr^'ing  it  to  market.  If  the  land  A  yields  a  thousand 
quarters  of  wheal,  to  a  g^ven  outlay  in  wages,  manure,  etc.,  and  in  order 
to  raise  another  thousand  recourse  must  be  had  to  the  land  B,  which  is 
cither  less  fertile  or  more  distant  from  the  market,  the  two  thousand 
luarters  will  cost  more  than  ttvice  as  much  labour  as  the  original 
lousand,  and  the  produce  of  agriculture  will  be  increased  in  a  le^is  ratio 
,  the  labour  employed  in  procuring  it. 

Instcid  of  cultivating  the  land  B,  it  would  be  possible,  by  higher 
cultivation,  to  make  the  land  A  produce  more.  It  might  be  ploughed 
or  harrowed  twice  instead  of  once,  or  three  times  instead  of  twice ; 
it  might  be  du^  instead  of  being  ploughed ;  after  ploughing,  it  might 
be  gone  o\'er  with  a  hoe  instead  of  a  harrow,  and  the  soil  more  com* 
plelely  pulverined  ;  it  might  be  oftener  or  more  thoroughly  weeded  ;  the 
implemcnls  used  might  be  of  higher  finish,  or  more  elaborate  construc- 
tion ;  a  greater  quantity  or  more  expensive  kinds  of  manure  might  be 
applied,  or  when  applied,  they  might  be  mom  carefully  mixed  and  incor- 

E orated  with  the  soiL  These  are  some  of  the  modes  by  which  the  same 
md  may  be  made  to  yield  a  greater  produce ;  and  when  a  greater 
produce  must  be  had,  some  of  these  are  among  the  means  usually 
employed   for  obtaining  it.      But,  that  it  is  obtained  at  a  more  than 

{)roportional  increase  of  expense,  is  evident  from  the  fact  that  inferior 
ands  are  cultivated.  Inferior  lands,  or  lands  at  a  greater  distance  from 
the  market,  of  course  yield  an  inferior  return,  and  an  increasing  demand 
cannot  he  supplied  from  them  unless  at  an  augmentation  of  cost,  and 
therefore  of  price.  If  the  additional  demand  could  continue  to  be  supplied 
from  the  superior  land^  by  applying  additional  labour  and  capital,  at  no 
greater  proportional  cost  than  that  at  which  they  yield  the  quantity 
ill  St  demanded  of  them,  the  owners  or  farmers  of  those  lands  could  under- 
sell all  others,  and  engross  the  whole  market.  Lands  of  a  loiver  degree 
of  fertility  or  in  a  more  remote  situation,  might  indeed  be  cultivated  by 
their  proprietors,  for  the  sake  of  subsistence  or  independence ;  but  it 
never  could  be  the  interest  of  anyone  to  farm  them  for  profit.  That 
a  profit  can  be  made  from  Ihem,  sufficient  to  attract  capital  to  such 
an  investnicnl,  is  a  proof  that  cultivation  on  the  more  eligible  lands  has 
reached  a  point,  beyond  which  any  greater  applic.ition  of  labour  and 
capital  would  yield,  at  the  best,  no  greater  return  than  cin  be  obtained 
at  the  same  expense  from  less  fertile  or  less  favourably  situated  lands. 

The  careful  cultivation  of  a  well-farmed  district  pf  England  or  Scotland 
U  a  symptom  and  an  effect  of  the  more  unfavourable  terms  which  ilic 
land  has  betjun  to  exact  for  any  increase  of  its  fruits.  Such  elaborate 
cultivation  costs  much  more  in  proportion,  and  requires  a  higher  price  to 
render  it  profitable,  than  farming  on  a  more  superficial  system  ;  and 
would  not  be  adopted  if  access  could  be  had  to  land  of  equal  fertihly, 
previously  unoccupied.  Where  there  is  the  choice  of  raising  Ihc  increas- 
ing supply  which  society  requires,  from  fresh  land  of  as  good  quality  as 
*  It  already  cultivated,  00  attempt  is  made  to  extract  from  land  anything 
oroaching  to  what  it  will  yield  on  what  are  esteemed  the  best  European 
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modes  of  cuUivatbig.  The  land  is  tasked  up  lo  the  point  at  which  the 
greatest  return  h  obtained  in  (iroportion  to  the  labour  employed,  Imt  no 
fiirther  :  any  additional  labour  is  carried  elseivhere.  '  It  is  long,'  says  one 
of  the  latest  tiaveUers  in  the  United  States,*  'before  an  English  eye 
becomes  reconciled  to  the  lightness  of  the  crops  and  the  careless  farming 
(as  we  should  call  it)  which  is  apparent.  One  forjjeis  that  where  land  is 
so  plentiful  and  labour  so  dear  as  it  is  here,  a  totally  difierenl  principle 
must  be  pursued  to  that  which  prevails  in  populous  countries,  and  that 
the  consequence  will  of  course  be  a  want  of  tidiness,  as  it  were,  and 
finish,  about  even-'thing  which  requires  labour.'  Of  the  two  causes  men- 
tioned, the  plcntifulness  of  land  seems  to  nie  the  true  explanation,  rather 
than  the  dcamess  of  labour  ;  for,  ho\ve\*cr  dear  labour  may  be,  when  food 
is  wanted,  labour  will  always  be  applied  to  producing  it  In  preference  to 
anything  else.  But  this  labour  is  mnre  effective  for  its  end  by  being 
applied  to  fresh  soil,  than  if  it  were  employed  in  bringing  the  soil  already 
occupied  into  higher  cuUivation.  Only  when  no  soils  remain  to  be  broken 
up  but  SLch  as  either  from  distance  or  interior  quality  require  a  consider- 
able rise  of  price  to  render  their  cultivation  prolitable,  can  it  become 
advantageous  to  apply  the  hiyh  fanning;  of  Europe  to  any  American 
lands  :  except,  perhaps,  in  the  immediate  vicinity  of  towns,  where  saving 
in  cost  of  carnage  may  compensate  for  "reat  inferiority  in  the  return 
from  the  soil  itself.  As  American  fannmg  is  to  EnRlish,  so  is  the 
ordinary  English  to  that  of  Flanders,  Tuscany^  or  the  Tcna  di  Lavoro  : 
where  by  the  application  of  a  far  greater  quantity  of  labour  there  is  ob- 
taiued  a  considerable  larger  gross  produce,  but  ou  such  tenns  as  would 
never  be  advantageous  to  a  mere  speculator  for  profit,  unless  nas.de  so  by 
much  higher  prices  of  agricultural  produce. 

The  principle  which  has  now  been  stated  must  be  received,  no  doubt, 
,th  certain  explanations  and  Hmilatlons.  Even  aftei  the  land  is  so 
lighly  cultivated  that  the  mere  application  of  additional  labour,  or  of  an 
additional  amount  of  ordin.iiy  dressing,  would  yield  no  retmn  pro- 
portioned to  the  expense,  it  may  still  happen  that  the  application  of  a 
much  greater  additional  labour  and  capital  to  Improving^  the  soil  itself, 
by  draminjj  or  permanent  manures,  would  be  as  liberally  remunerated  by 
the  produce,  as  any  pnrlipii  uf  the  labour  and  capital  alreativ  employed. 
It  would  sometimes  be  much  more  antpty  remunerated.  This  could  not 
be,  if  capital  always  sntig^ht  and  found  the  most  advantajfcous  employ- 
ment;  but  if  the' most  advantaj:cous  employment  has  to  wait  longest  for 
its  remuneration,  it  is  only  in  a  rather  advanced  stage  of  industrial 
devolopincnt  that  the  preference  will  be  given  to  it ;  and  even  in  that 
vanced  sta;*c.  the  laws  or  usages  connected  with  property  in  land  and 
tenure  of  farms,  ate  often  sucn  as  10  prevent  the  disposable  capital  of 
the  country  from  flowing  freely  into  ihe  channel  of  a^rntuitural  improve- 
pneiit :  and  hence  the  increased  supply,  required  by  increasing  population, 
soineiimca  raised  at  an  augmentmg  cost  by  higher  cultivation,  when  the 
ans  of  producing  it  without  increase  of  cost  arc  known  and  accessible, 
ere  can  be  no  doubt,  that  if  capital  were  forthcoming  to  execute,  within 
:  ne.xt  year,  all  kno^vn  and  recognised  improvemenls  in  the  land  in  the 
nitcd  Kingdom  which  would  pay  (as  the  phrase  is)  at  the  existing 
ices,  that  is,  which  would  increase  the  produce  In  as  great  or  a  greater 

l,ct[crs  from  Amcricn,  b>'  John  Robert  Godley,  vol.  !•  p.  ifi.    See  alwV'S^x 
tvels  ia  America^  rol.  ii.  p.  8j. 
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ratio  tlian  the  expense ;  the  result  would  be  such  (especially  if  we  inrltidia 
Ireland  in  ihc  supposition)  tliat  inferior  land  would  not  fur  a  lon^  lime 
require  to  be  broujfht  under  tillage  :  probably  a  considerable  part  of  the 
less  productive  lauds  now  cultivJited,  whii:h  arc  no:  part iciil any  favoured 
by  situation,  would  go  out  of  culture  ;  or  (as  the  improvcmeius  in  question 
are  not  ao  much  applicable  to  good  land,  hut  operate  raiher  by  convert- 
ing bad  land  into  good)  the  contracLion  of  cullivatLon  might  principally  take 
place  by  a  less  high  dressing  and  lesa  elaborate  tilling  of  land  generally  ; 
a  (iitting  back  lo  sonielhing  near  the  character  of  American  fanning  ;  such 
only  of  che  poor  lands  being  altogeiher  abandoned  ns  were  not  found 
susceptible  of  improvement.  And  thus  :he  aggregate  produce  of  the 
whole  cultivated  land  would  bear  a  larger  proportion  than  before  t^  the 
labour  expended  on  it  ;  and  the  general  law  of  diniinishing  ixtum  from 
land  would  have  undergone,  to  that  extent,  a  tenipurary  supersession. 
No  one,  howevei,  can  suppose  thai  even  in  these  circumstances,  the  whole 
produce  required  for  the  country  could  be  raised  exclusively  from  the  best 
lands,  together  with  those  possessing  advantages  of  situation  lo  place  ihem 
on  a  par  with  the  best.  Much  would  utidoubtedly  continue  to  be  pro- 
duced under  less  advautagcous  conditions,  and  with  a  smaller  proportional 
return,  iJian  that  obtained  from  the  best  soils  nnd  situations.  And  ta 
proportion  as  the  further  increase  of  population  required  a  still  greater 
addition  to  the  supply,  the  general  law  would  resume  its  course,  and 
lh€  further  augmentation  would  be  obtained  at  a  more  than  proportionate 
expense  of  labour  and  capital. 

§  3.  That  tlic  produce  of  land  increases,  iaiiris  piribast  in  a  diminish- 
ing ratio  to  the  increase  in  the  labour  employed,  is,  as  we  have  said, 
{allowing  for  occasional  and  temporary  exceptions,)  the  universal  law  of 
agricultural  indu5lr\'.  This  principle,  however,  has  been  denied,  and 
experience  confidently  appealed  to,  in  proof  that  the  reiurns  fioni  land 
are  not  less,  but  greater,  in  an  advanced,  than  in  .an  early,  st.age  of  culti- 
vation— when  much  capital,  than  when  HllIc,  is  applied  to  agriculture. 
So  much  so,  indeed,  that  (it  is  aft'irmed)  the  worst  land  now  in  cuhivauon 

Eroduces  as  much  food  per  acre,  and  even  as  much  to  a  given  amount  of 
ibour,  as  our  ancestors  contrived  10  extract  from  the  ridicit  soils  in 
England. 

U  is  very  possible  that  this  may  be  true  ;  and  even  if  not  true  to  the 
letter,  to  a  great  extent  it  certainly  is  so.  Uncjucstionably  a  much 
smaller  proporiion  of  the  population  is  now  occupied  in  producing  food 
for  the  whole,  than  in  the  early  times  of  our  history.  This,  however,  does 
not  prove  that  the  law  of  whirh  we  have  been  speaking  docs  nut  exist, 
but  only  Llial  ihcie  is  some  anta;:;f>nixing  pritici|)lc  at  work,  caixihle  for  a 
time  of  making  head  af^'aitist  the  law.  .Such  an  agency  tneie  is,  in 
habitual  .-intagonisin  to  the  law  of  diminishing  return  fnmi  land  ;  and  to 
the  considei-aiion  of  thii  we  shall  now  proceed.  It  is  no  other  tlian  the 
progress  of  civilisation.  1  use  this  general  and  somewhat  vague 
expression,  because  the  things  tn  be  included  are  so  various,  that 
hardly  any  term  r.F  .1  more  Vcscricied  signification  would  comprehend 
them  all. 

Of  these,  the  most  obvioas  is  the  progress  of  agricultural  knowledge, 
skill,  and  invention.  Improved  processes  of  agriculture  arc  of  two  kinds  ; 
some  enable  the  land  to  yield  a  greater  absohite  produce,  without  an 
equivalent  increase  of  labour  j  others  h.ave  rot  the  powcrof  increasing  the 
^odiHC,  but  have  that  of  diminishing  the  labour  and  expense  by  which, 
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it  is  obtained.  Among  the  first  are  to  be  reckoned  the  disuse  of  fallows, 
by  means  of  the  rotation  of  crops  ;  nnd  the  iniroduction  of  new  articles  of 
cultivation  cajjable  of  entering  advantageously  into  the  rotation.  The 
change  made  iii  Hritisli  agriculture  towards  the  close  of  the  last  century, 
by  the  introduction  of  luini[)-husbnnilry,  is  spoken  of  iis  aniountiti^  to  a 
revolution.  These  improvements  operate  not  only  by  enabling  the  land 
to  produce  a  cr!>)  every  year,  instead  of  remaining  idle  one  year  in  every 
two  or  three,  to  renovate  its  powers,  but  also  by  direct  increase  of  its 
productiveness  ;  since  the  great  addition  made  to  the  number  of  cattle  by 
tlic  increase  of  their  food,  alTurds  more  abundant  manure  to  fertilize  the 
com  lands.  Next  in  order  comc3  tlie  introduction  of  new  articles  of  food, 
containing  a  greater  ;iinount  of  sustenance,  like  the  potato,  or  more 
I  productive  species  or  varieties  of  the  same  plant,  such  as  the  Swedish 
turnip.  In  ihe  same  class  of  improvements  must  be  placed  a  better 
knowledge  of  the  properties  of  manures,  and  of  the  most  effectual  modes 
of  applying  them  ;  the  introduction  of  new  and  more  powerful  fertilizing 
agents,  such  as  gii^iio,  and  the  cor.version  to  (he  same  purpose  of 
substances  prewoiisly  wasted  ;  ill^'enlions  like  subsoil  ploughing  or  tile 
draining',  by  which  the  produce  of  some  kinds  of  lands  is  so  greatly 
multiplied  ;  improvements  in  the  breed  or  feeding  of  labouring  cattle  j 
atigmentcd  stock  of  the  animals  which  consume  and  convert  into  human 
food  what  would  otherwise  be  wasted  ;  and  the  like.  The  other  sort  of 
improvements,  those  which  diminish  labour,  but  without  increasing  the 
capacity  of  the  land  to  produce,  are  such  as  the  improved  construction  of 

II tools  ;  the  introduction  of  new  insti-uments  which  spare  manual  labour,  as 

^^Bie  winnowing  and  thrashing  machines;  a  more  skilful  and  economical 

^^Bbplicalinn  of  niuscul.ir  exertion,  such   as    the    introduction,    so   slowly 

^^Kcomplished  in  Kngland.  of  Scotch  ploughing,  with  two  horses  abreast 

^^nd  one  man,  instead  of  three  or  four  horses  in  a  team,  and  two  men,  etc. 

^^TTiese  improvcmenis  do  not  add  to  the  productiveness  of  the  land,  but 

they  arc  equally  calculated  with  the  former  to  counteract  the  tendency  in 

the  cost  of  production  of  agricultural  produce  to  rise  with  the  progress  of 

populaiion  and  demand. 

Analogous  in  cflcct  to  this  second  class  of  agricultural  improvements, 
arc  improved  means  of  communication.     Good  roads  arc  equivalent  to 

Mood  tools.     U  is  of  no  con.ietLuence  whether  the  economy  of  labour  takes 
fcicc  in  extracting  the  produce  from  the  soil,  or  in   conveying  it   to  the 
iace  wheie  it  is  to  be  consumed.     Not  to  say  in  addition,  that  the  labour 
I  cultivation  itself  is  diminished  by  whatever  lessens  the  cost  of  bringing 
[lanurc  from  a  distance,  or  facihtates  the  many  operations  of  transport 
rom  place  to  place  wlii«h  occur  within  the  bounds  of  the  farm.  Raihiays 
and  canals  arc  virtually  a  diminution  of  the  cost  of  production  of  all 
^^^ings  sunt  to  market  by  them  ;  and    literally  so  of  all  those,  the  .nppli- 
^^Btccs  and  aids  for  producing  which,  they  serve  to  transmit.     By  their 
^^^cans  bnd  ran  be  cultivated,  which  would  not  otherwise  have  remune- 
rated the  cultivators  without  a  rise  of  price.     Improvements  in  navigation 
lave,  with  respect  to  food  or  materials  bi-ought  from  beyond  sea,   a 
jrrcsponding  effect, 
■rom  similar  considerations,  it  appears  that  many  purely  mechanical 
iprovements,  which  have  (apparently  at  least)  no  peculiar  connexion 
agriculture,    neycrthcless   enable  a  given  amount  of  food   to  be 
with  a  smaller  expenditure  of  labour.    A  great  iniproven\e.i\^.  \ti, 
£ss  of  suiiilting  iron,  would  tend  to  dmapeu  a^TV(;\A\vu:^  \nv^^ 
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.mcnts,  diminish  the  cost  of  railroads,  of  waggons  and_  carts, 
•  perhaps  bjiMings,  aud  many  other  things  to  which  iron  is  not  al  present 
applied,  because  it  la  too  costly  ;  and  would  (hence  diminish  the  cost  of 
production  of  the  food.  The  same  effect  would  follow  from  .my  improve- 
ment in  those  processes  of  what  mrty  he  termed  manufacture,  to  whidt 
the  material  of  food  is  subjected  after  it  is  separated  from  the  ground 
The  first  applicition  of  wind  or  water  power  to  grind  corn,  tended  to 
cheapen  bread  as  much  as  a  very  important  discovery  in  agriculluro 
would  have  done  ;  and  any  great  improvement  in  the  constiuciion  of 
rtorn-mills,  would  have,  in  proportion,  a  similar  influence.  The  effects  of 
cheapening  locomotion  liave  been  already  considered.  There  are  also 
engineering  inventions  which  far.iliiatc  all  great  operations  on  the  earth's 
surface.  An  Improvement  in  the  art  of  taking  levels  is  of  importance  to 
draining,  not  to  mention  canal  and  railway  making.  The  fens  of  Holland, 
and  of  some  parts  of  England,  are  drained  by  pumps  worked  by  the  wind 
or  by  steam.  Where  works  of  irrig-ition,  or  where  lanks  orembanknicnls 
Are  neccssar)',  mcclianical  skill  is  a  great  resource  for  cheapening 
production. 

Those  manufacturing  improvements  which  cannot  be  made  instrumental 
to  facilitate,  in  any  of  its  stages,  the  uclual  production  of  food,  and  there- 
fore do  nut  help  to  counieiuct  or  retard  Ihe  diminution  of  the  proportional 
return  to  labour  from  the  soil,  have,  however,  another  effect,  whicli  is 
practically  equivalent.  What  they  do  not  prevent,  they  yet,  in  some 
di^iirec,  compensate  for. 

The  materials  of  manufactures  beling  all  drawn  from  the  land,  and 
m.iny  of  them  from  agriculture,  which  supplies  in  particular  llic  entire 
material  of  clothing  ;  the  general  law  of  produciioii  from  (he  land,  the  law 
of  diminishing  return,  must  in  the  last  resort  be  applicable  to  manu- 
"ictnring  as  well  as  to  agricultural  industry.  As  population  increases, 
the  power  a(  the  land  to  yield  increased  produce  is  strained  harder 
nnd  htiraer,  any  additional  supply  of  maierial,  as  well  35  of  food,  must  be 
obtained  by  a  more  than  proportionally  increasing  expenditure  of  labour. 
IJut  the  cost  of  the  material  forming  generally  a  very  small  ponion  of  the 
entire  cost  of  the  manufacture,  the  agricultural  labour  concerned  iu  the 
production  of  manufactured  goods  is  but  a  small  fraction  of  the  whole 
liibour  worked  up  in  the  commodity,  All  the  rest  of  the  labour  lends 
constantly  and  strongly  tniv.irds  diminution,  as  the  ,^nlount  of  production 
increase*!.  M.inufacturcs  are  vastly  more  susceptible  than  agncultiire,  of 
mechanical  improvements,  and  contrivances  for  saving  labour  ;  and  it 
has  already  been  seen  how  greatly  the  division  of  labour,  and  its  skilful 
and  economical  distribution,  depend  upon  the  extent  of  the  market,  and 
upon  the  possibility  of  production  in  large  masses.  In  manufaclurcs, 
ticcordingly,  the  causes  tending  to  increase  the  productiveness  of  industry, 
preponderate  greatly  over  the  one  cause  which  tends  to  diminish  it :  and 
the  increase  nf  production,  called  forth  by  the  progress  of  society,  takes 
place,  not  at  an  mcrcasing,  but  at  a  continually  diminishing  proportional 
cost.  This  fact  has  manifested  itself  in  the  progressive  fall  of  the  prices 
Jind  vahies  of  almost  ever>'  kind  of  manufactured  goods  during  two 
centuries  past ;  a  fall  accelerated  by  the  mcch.-inical  inventions  of  the  last 
sixty  or  seventy  years,  and  susceptible  of  being  prolonged  and  extended 
beyond  uny  limit  which  it  would  be  safe  to  specify. 

Now  it  is  quite  conceivable  that  the  efficiency  of  agricultural  labour 
m^jht  be  undciTgraing,  with  the  increase  of  produce,  a  gradual  diminution  j, 
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tliat  (he  price  of  food,  in  consequence,  mighl  be  progressively  rising,  aud 
an  ever-growing  proportion  of  the  population  miglu  be  needed  to  raise 
|bod  for  the  whole  ;  while  yet  the  productive  power  of  labour  in  aU  other 
ranches  of  industiy  might  be  so  mpidty  augmenting',  that  the  required 
mount  of  labour  could  be  spared  from  manuf':icliircs,and  nevertheless  a 
reater  produce  be  obtnined,  and  the  aggregate  ivanis  of  the  community 
on  the  whole  better  supplied  than  before.     The  benefit  might  even 
■xtcnd  to  the  poorest  clas?.     The  increased  chc.ipdC5s  of  doihing  and 
lodRinji  might  make  up  to  (hem  for  the  augmented  cost  of  tlieir  food^ 
Ihcre  is,  thus,  no  possible  improvement   in  the  arts  of  production 
hich  docs  not  in  one  or  another  mode  exercise  an  antagonist  influence 
to  the  law  of  diminishing  return  to  agricultural  labour.     Kor  is  it  only 
duslrial  improvements  which  have  this  etTcct.    Improvements  in  govtm- 
enl,  aiHl  almost  every  kind  of  moral  and  social  advanta^ip,  opeiate  in 
e  same  manner.     Suppose  a  countiv  in  the  condition  of  France  before 
0  Kcvohition  ;  taxation  imposed  exclusively  on  the  industrious  classes, 
d  on  such  a  principle  as  to  be  an  actual  penalty  on  pioduction  :  and 
10  redress  obtainable  for  any  injury  to  property  or  person,  when  inflicted 
ly  people  of  rank  or  court  influence.     Was  not  the  hurricane  which 
wept  away  this  system  of  things,  even  if  wc  look  no  further  than  to  its 
iffect  in  augmenting  the  prod  uc  liven  ess  of  labour,  equivalent  to  many 
industrial  inventions ?    Ihe  removal  of  a  iiscal  burthen  on  agriculture, 
such  as  the  tiihc,  has  the  same  effect  as  if  the  labour  neccssarj*  for 
oblaioing  the  existing  produce  were  suddenly  reduced  one-tenth.     The 
abolition  of  com  laws,  or  of  any  other  restrictions  which  prevent  com- 
moflitics  from  being'  produced  where  the  cost  of  their  production   is 
lowest,  amounts  to  a  vast  improvement  in  production.    When  fertile  land 
previously  reserved   as   hunting  ground,   or  f»r  any  other  jiurposc  of 
amusement,  is  set  free  for  culture,  the  ;iggrega(e  productiveness  of  agri- 
cultural industry  is  increased.     It  is  well  fcnow-n  what  has  been  the  effect 
in  England  of  badly  administered  poor  laws,  and  the  SLill  worse  ctfect  in 
Ireland  of  a  bad  system  of  tenancy,  in  rendering  agricultural  labour  slack 
lU  ineffective.    No  improvcmcnta  operate  more  directly  upon  the  pro- 
_    ctivcucK  of  labour  than  those  in  the  tenure  of  farms,  ana  in  the  laws 
relating  to  landed  piopt-rty.    The  breaking  up  of  entails,  the  cheapening" 
of  the  transfer  of  property,  and   whatever  else   promotes    the  natural 
tendency  of  land,  in  a  system  of  freedom,  to  pass  out  of  hands  which  can 
make  little  of  it  into  those  which  can  make  more  ;  the  substitution  of 
long  leases  for  tenancy  at  will,  and  of  any  tolerable  system  of  tenancy 
whatever  for  the  wretched  cottier  system  ;  above  all,  the  acquisition  of  n 
fixed  interest  in  the  soil  by  the  cultivators  of  it ;  all  these  things  are  as 
real,  and  some  of  them  as  great,  improvements  in  production,  as  the 
invention  of  the  spinning -jenny  or  the  steam-engine. 

Wc  may  say  the  same  of  improvements  in  education.  The  intelligence 
of  the  workman  is  a  most  important  clement  in  the  productiveness  of 
labour.  So  low,  in  some  of  the  most  civilised  countries,  is  the  present 
standard  of  that  intelligence,  that  there  is  hardly  any  source  from  which 
n  more  indefinite  amount  of  improvement  may  be  looked  for  in  produc- 
live  power,  than  by  endowing  with  brains  those  who  now  have  only 
bands.  The  carefulness,  economy,  and  general  trust  worthiness  of 
labourers  are  as  important  as  their  intelligence.  Friendly  relatiuns^and 
a  community  of  interest  and  feeling  between  labouixirs  and  employers, 
pre  eminently  so  :  I  should  rather  say,  would  be ;  for  I  know  not  where 
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any  such  sentiment  of  friendly  alliance  now  exists.  Nor  is  it  only  in  thfl 
labouring'  class  that  improvement  of  mind  and  character  operates  with 
beiitficial  efieci  even  on  induslrj*.  In  tlie  rich  and  idle  classes,  increased 
mental  energy,  more  solid  instruction,  and  stronger  feeling's  of  conscience, 
public  spirit,  or  philanihropy,  would  qualify  ihem  to  originate  and  pro- 
mote the  most  valuable  improvements,  both  in  the  economical  resources 
of  their  country,  and  in  its  institutions  and  customs.  To  look  no  further 
Uian  ibc  most  obvious  phenomena  ;  the  backwardness  of  French  ajjri- 
cultnre  in  Ihe  precise  points  in  which  benefit  might  be  expected  from  the 
influence  of  an  educated  class,  is  partly  accounted  for  by  the  exclusive 
devotion  of  the  richer  landed  proprietors  to  town  interests  and  town 
pleasures.  There  is  scarcely  any  possible  amelioration  of  human  affairs 
which  would  not,  among  its  other  benefits,  have  a  favourable  operation, 
direct  or  indirect,  upon  the  productiveness  of  industry-.  The  intensity  ot 
devotion  to  indusuial  occupations  would  indeed  in  many  cases  be 
moder,it«l  by  a  more  liberal  and  K^nial  mental  cullure,  but  the  labour 
actually  bestowed  on  those  occupations  would  almost  always  be  rendered 
more  effective. 

Before  pointing  out  the  principal  inferences  to  be  drawn  from  the 
nature  of  the  two  antagonist  forces  by  which  the  productiveness  of  ujfri- 
cultiiral  industry  is  deLemiiiied,  we  must  observe  tbat  what  we  have  said 
of  agricuUure  is  true,  with  liitle  variation,  of  the  other  occupations  which 
it  represents  ;  of  ail  the  arts  which  extract  materials  from  the  globe. 
Mining  industry,  for  example,  usually  yields  an  increase  of  produce  at  a 
more  than  proportional  increase  of  expense.  It  does  worse,  for  even  its 
customary  annuiil  produce  requires  to  be  extracted  by  a  greater  and 
preater  expenditure  of  Jabotir  and  capital  As  a  mine  does  not  repro- 
duce the  coal  or  the  ore  taken  fron;  it,  not  only  arc  all  mines  at  lost 
enhaustcd,  but  even  when  they  ns  yet  show  no  signs  of  exhaustion,  they 
must  be  worked  at  an  ever  increasing  cost  ;  shafts  must  be  sunk  deeper, 
galleries  driven  farther,  greater  power  applied  to  keep  them  clear  or 
water ;  the  produce  must  be  lifted  from  a  greater  depth,  or  conveyed  a 
jjrcater  distance.  The  law  of  diminishing  return  applies  therefore  to 
ininirg.  in  a  still  more  unqualified  sense  than  to  agricuUuic  :  but  the 
.inta^oni;cing  agency,  that  of  improvemenls  in  production,  also  applies  in 
a  still  greater  degree.  Mining  operations  are  more  susceptible  of 
mechanical  improvements  than  ngriculiurat ;  the  first  f^reat  application  of 
the  steam-cnKinc  was  to  mining ;  and  there  arc  unlimited  possibilities  of 
improvement  in  the  chemical  processes  by  which  the  metals  arc  extracted. 
There  is  anoilicr  contingency,  of  no  iinfrequcnt  occurrence,  which  avails 
lo  counterbalance  llie  progress  of  all  existing  mines  towards  exhaustion  ; 
this  is,  the  discovery  of  new  ones,  equid  or  superior  in  richness. 

To  resume  ;  all  n.atiiral  agents  which  arc  limited  in  f)ii.intily,  are  rot 
only  limited  in  their  ultimate  productive  power,  hut,  long  before  that 
power  13  stretched  to  the  utmost,  they  yield  to  any  additional  demands 
on  progressively  harder  terms.  This  law  may,  however,  be  suspended,  or 
icniporarily  conlrulled,  by  wltrlever  adds  to  the  general  power  of  man- 
kinn  over  nature ;  and  especially  by  any  extension  of  their  knowledge, 
and  their  cotiscqucni  command,  of  the  properties  and  powers  of  naiunj 
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CHAPTER  XIII. 

CONSEQUENCES  OF  THE  FOREGOING    LAWS. 

§  I.  From  the  preceding-  exposition  it  appears  that  the  limit  to  the  i] 

creaaC  of  production    ja  tW"*""'''  '   ^^'•"i"    rlpfiripnry  nf  g-ipir-il    nrjif  laml 

induction  conies  lo  a  pause,  either  because  the  effective  desire  of  ac- 
umulaiion  is  not  suflicient  to  give  rise  lo  any  further  increase  of  rapital, 
because,  however  disposed  ihe  prisscssors  of  surplus  income  may  be  to 

,ve  a  portion,  of  it,  the  liiniied  land  at  the  disposal  of  the  community 
docs  not  permit  additional  capital  to  be  employed  with  such  a  return,  as 
would  be  an  equivalent  to  them  for  their  abstinence. 

Ill  countries  where  tlie  principle  of  accumulation  is  as  weak  as  it  Js  in.) 
the  various  nations  of  Asm  ;  where  pi^ople  will  neither  savi?,  nor  work  to  • 
obtain  the  means  of  saving,  unless  under  the  inducement  of  enormously 
high  profits,  nor  even  then  if  it  is  necessary  to  wait  for  a  considerable  time 
for  them  ;  where  cither  productions  remain  scanty, or  drudgery  great,  be- 
cause there  is  neither  capital  forthcoming  nor  forethought  suflicient  for 
Ihe  adoption  of  the  contrivances  by  which  nalunil  at-ents  are  made  to  do 

e  work  of  human  labour ;  the  desideratum  for  such  a  country',  econntni- 

Ily  considered,  is  an  increase  of  industry,  and  of  the  etTettive  desire  of 
ccumulation.  The  means  are,  first,  a  better  government :  more  com- 
■Ictc  security  of  property ;  moderate  taxes,  and  freedom  from  arbitrary 

action  under  the  name  of  taxes  ;  a  more  permanent  and  more  advan- 
enus  tenure  of  land,  securing  to  the  cultivator  as  far  as  possible  the 

divided   benefits  of  the   Industry,   skill,   and   economy  he  may  exert. 

condly,  ini])rovement  of  tlic  public  intelligence ;  the  decay  of  usages 
Or  superslilions  which  interfere  with  llie  effective  employment  of  industry; 
and  the  growth  of  mental  activity,  making  the  people  alive  lo  new  objects 
of  desire.  Thirdly,  the  introduclion  of  foreign  arts,  which  raise  the  returns 
derivable  from  addiiinnal  capital  to  a  rate  correspondinj^''  to  the  low 
strength  of  the  desire  of  accumulation  :  and  the  importation  of  foreign, 
capital,  which  renders  the  increase  of  production  no  longer  exclusively 
cpcndent   tin    tlie  thiift   or  providence  of   the    inhabitants    themselves, 

hile  it  places  before  them  a  stimulating  example,  and  by  instilling  new 

ejiS  and  brpiikinjj  ihe  chains  of  habit,  if  not  by  improving  the  actual 
condition  of  the  pupulation,  tends  to  create  in  them  new  wants,  increased 
ambition,  and  greater  lliotight  for  the  future.  These  considerations 
apply  more  or  less  to  all  the  Asiatic  populations,  and  to  the  less 
Civilized  and  industrious  parts  of  Europe,  as  Russia,  Hungary,  Spain, 
and  Ireland. 

§  2.  Hut  there  arc  other  countries,  and  England  is  at  the  head  of  them,| 
in  which  neither  the  spirit  of  industry  nor  the  effective  desire  of  accumu-\ 
lation  need  any  encouragement;  where  the  people  will  toil  hard  for  a' 
small  remuneration,  and  save  mtich  for  a  small  profit  :  where,  altbough 
the  general  lliriftincss  of  the  labouring  ulass  is  much  below  what  is 
ilesirable,  the  spirit  of  accumulation  in  the  more  prosperous  part  of 
the  community  requires  abatement  rather  than  increase.  In  these 
countries  there  would  never  be  any  deficiency  of  capital,  if  its  increase 
were  never  checked  nor  brought  to  a  stand  by  loo  great  a  diminution  of 
its  returns.  It  is  the  tendency  of  the  returns  to  a  progressive  diminution, 
which  catibcs  thi;  intrcase  of  pioductiun  to  be  often  atteudeA  \n'\\\\  ^ 
deterioration  in  th«  co;idition  of  the  produceia  ■,  ani  >i»v^  v^iw^'i'QK.^x 
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which  would  in  time  put  an  end  to  increase  of  product" on  aUnget'her, 
is  .1  result  of  the  nece-.siry  and  inherent  conditions  of  production  from 
the  land. 

In  all  countries  which  have  passed  a  very  early  stage  in  the  progress  of 
agriculture,  every  increase  in  the  demand  for  food,  occasioned  by  increased 
populatiua,  will  always,  unless  there  is  a  simultaneous  improvement  in 
production,  diminish  the  share  which  on  Ji  fair  division  wouid  fall  lo  each 
individual.*  An  increased  produciion,  in  default  of  unoccupied  tracts  of 
fertile  land,  or  of  fresh  improvements  tending-  to  cheapen  commodities, 
can  never  be  obtained  but  by  increasing  the  labour  in  more  than  the  same 
proportion.  The  population  must  either  \vork  harder,  or  eat  less,  or 
obtain  ihcir  usual  food  by  sacrificing  a  part  of  their  other  customary 
comfurls.  Whenever  this  necessity  is  postponed,,  it  is  because  the  im- 
provements H'liich  facilitate  production  continue  progressive  ;  because  the 
contrivances  of  majikind  for  making  their  labour  more  efiective  keep  up 
an  equal  struggle  with  nature,  and  extort  fresh  resources  from  her  re- 
luctant powers  as  fast  as  human  necessities  occupy  and  engross  the  old. 


in  any  given  state  of  i.ivili.,ii  lun,  he  collectively  so  well  provided  for  as  a 
smaller.  The  nig-gardliness  of  nature,  not  the  injusiice  of  society,  are  the 
Icause  of  the  penalty  attached  to  over-population.  An  unjust  distribution 
(of  wealth  does  not  even  aggravate  the,  e\nl,  but,  at  most,  causes  it  tu  be 
somewhat  eariicr  felt.  It  is  in  vain  to  say,  that  all  mouths  wbicli  the 
increase  of  mankind  catls  into  existence  bring  with  them  hands.  The 
1  new  mouths  require  as  much  food  as  the  old  ones,  and  the  hands  do  not 
I  produce  as  much.  If  all  instruments  of  production  were  held  in  juint 
prnpcrty  by  the  whole  people,  and  the  produce  divided  with  perfect 
eqt.!  dity  amunj^'  them,  and  if  in  a  society  thus  constituted,  industry  were 
as  energetic  and  the  produce  as  ample  as  at  present,  there  would  be 
enough  to  make  all  the  existing  population  extremely  comfortable ;  but 
ivhcn  that  population  had  doubled  ;tsclf,  as,  with  the  existing  habits  of 
the  people,  under  such  an  cncouraj;ement,  it  undoubtedly  would,  ia  lilllc 
more  thaji  twenty  years,  what  would  then  be  their  condition  ?  Unless  the 
arts  of  production  were  in  the  same  time  improved  in  so  unexampled  a 
tlegiec  as  to  double  the  pi-oductive  power  of  labour— the  inferior  soils 
which  must  be  resorted  to,  and  the  more  laborious  and  scantily  remunera- 
tive cuItiva.tion  which  must  be  employed  on  the  superior  soils,  to  procure 
food  for  so  much  larger  a  population,  would,  by  an  insuperable  necessity, 
render  every  individual  in  the  community  poorer  than  before.  If  thu' 
population  continued  to  increase  at  the  same  rate,  a  lime  would  soon 
arrive  when  no  one  would  have  more  than  mere  necess.'iries,  and,  soon 
after,  a  time  when  no  one  would  have  a  sufficiency  of  those,  and  the 
further  increase  of  population  would  be  arrested  by  death. 

(Whether,  at  the  present  or  any  other  time,  the  produce  of  industry,  pro- 
portionally lo  the  labour  employed,  is  increasing  or  diminishing,  ant)  the 
average  condition  of  the  people  improvlny  or  deterioratinj,',  depends  upon 
whether  population  is  advancinfj  faster  than  improvement,  or  improve- 
ment than  population.  After  a  degree  of  density  h.is  been  attained, 
sufficient  to  allow  the  principal  benefits  of  combination  of  labour,  all 
jfurlher  increase  tends  in  itself  to  mischief,  so  far  as  rcg-ards  the  average 
coad'n'ion  oi  the  people ;  but  tlic  progress  of  improvement  has  a  counter* 


CONSEQUENCES  OP  THE  FOREGOING  LA  WS. 


'3,9 


acting  operation,  and  allows  of  inrreased  numbers  without  any  dttcriora- 
ijon,  and  even  consistently  with  a  higher  average  of  con:ifort.    Improvement  \ 
mu3t  here  be  understood  in  sividc  sense,  including  not  only  new  industrial 
inventions,  or  an  extended  use  of  those  already  known,  but  iniprcjvcmcnts 
[ill  institutions,  education,  opinions,  and  human  rifTairs  generally,  provided 
flhey  tend,  as  almost  all  iniprovenients  do,  to  give  new  moilves  or  new 
[facilities  to  production.     If  the  productive  pawcjs  of  the  country  increases 
|as  rapidly  as  advancing-  numbers  call  for  an  augmentation  of  produce,  it ' 
is  not  necessary  lo  obtain  that  augmentation  by  the  culiivaiion  of  soils 
more  sterile   than    die  worst  already  under   culture,   or    by  applying- 
additional  labour  to  the  old  soils  at  a  diminished  advantage ;  ur  at  aU 
events  diis  loss  of  power  is  compensated  by  the  increased  efficiency  with 
I  which,  in  the  progress  of  improvcinciit,  labour  is  employed  in  manufac- 
(tures.     In  one  way  or  the  other,  the  increased  population  is  provided  for, 
ind  all  are  as  well  ofTaa  before.     But  if  the  growth  of  liunian  power  over  | 
lature  is  suspended  or  slackened,  and  population  docs  not  slacken  its  ' 
lincrease  ;  if,  with  only  Uic  existing  command  over  natural  agencies,  those 
k^encies  are  called  upon  for  an  iucrca:^ed  produce  ;  that  ^rcalcr  produce 
fl^'ill  not  be  afforded  to  the  increased  population,  without  either  demanding 
on  the  average  a  grcatct  effort  from  each,  or  on  th«  average  reducing 
each  to  a  smaller  ration  out  of  the  aggregate  produce. 

Asamatter  of  fact,  at  some  periods  the  progress  of  population  has  been 
[tkc  most  rapid  of  the  two,  at  others  that  of  improvement.     In  England 
luring   a  long  inteival   preceding  the    French   Revulution,   population 
increased  slowly  ;    but  the  progress  of  improvement,  at  least  in  agri- 
culture, would  seem  to  have  been  still  slower,  since  although  nothing- 
loccuncd  lo  lower  the  value  of  the  precious  metals,  the  piice  of  com  rose 
considerably,  and  England,  from  an  exporting,  became  an    importing 
(country.    This  evidence,  however,  is  not  t|uiie  conclusive,  inasnmch  as 
the  extraordinary  number  of  abimdant  se.isons  during  the  first  half  of  the 
century,  not  continuing  during'  the  last,  was  a  cause  of  increased  price  in 
Ihe  latter  period,  extrinsic  to  the  ordinary  progress  of  society.     Whether 
luring  the  same  period  improvements  in  manufactiues,  or  diminished 
;ost  of  imported  commodities,  made  amends  for  the  diminished  pro- 
jiductiveness  of  labour  on  the  laud,  is  uncertain.     But  ever  since  the  great 
[tnechanical  inventions  of  Watt,  Arkwrighr,  and  their  cotemporarics,  the 
{^return  to  labnur  has  probably  increased  as  fast  as  the  population  ;  and '' 
[Would  even  have  outstripped  it,  if  that  very  augmentation  of  return  had  i 
jnot  called  forth  an  additional  portion  of  the  inherent  power  of  muUiplica-  ' 
Uion  in   the  human  species.     During   the   fifteen    or  twenty  years  last 
,  elapsed,  so  rapid  has  been  thft  extension  of  improved  processes  of  agri- 
culture, that  even  the  land  yields  a  greater  produce  in  proportion  to  the 
.labour  employed  ;  the  average  price  of  com  is  decidedly  lower,  and  the 
■  country,  in  ordinary  years,  more  nearly  feeds  its  own  population  without 
^forcij^n  aid  than  it  did  in  182S.    Hut  though  improvement  may  during  a 
icertam  space  of  time  keep  up  with,  or  even  suq)as3,  the  actual  increase  of 
tpopulation,  It  assuiedly  never  comes  up  to  the  rate  of  increase  of  which 
[population    is  capable  :  .ind   nothing    could    have  prevented   a  general 
[<]ctcri oration  in   the  cundilion   of  the   human  race,  were   it   not   that 
Ipopulatlon  has  in  fact  been  restrained.    Had  it  been  restrained  still  more, 
[and  the  same  improvements  taken  place,  there  would  have  been  a  larger 
lividcml  than  there  now  is,  for  the  nation  or  the  species  at  lar^e.     Tl\t 
icw  gruunii  wruii^'  fiom  nature  by  the  improvetneivVs  "«a«\4  "RtixXNaNti 
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been  %\\  used  up  in  the  support  of  mere  numbers.  Though  tlic  gross 
produce  would  not  have  beai  so  great,  there  would  have  been  a  greater 
produce  per  head  of  llie  population.  4' 

§  3.  When  Ihc  growth  <if  nilPl'''^'^  niiltlripa.  ih^  prQf;-rf s<  nf  jpiprnv^- 
Hf(f;iiL  anJa  cuunln'  is  driven  to  obtain  the  means  of  subsistence  on  terms 
more  aiid  more  unfavourable,  by  the  inabiUty  of  its  land  to  meet  additional 
demands  except  an  more  onerous  conditioas  ;  there  are  two  expedients 
My  which,  it  Jlia.y  hope  Lg  injlitjnlK  thm  dis:|g^Y>g;ihrg  ncc£!S.^ily^ffvaa  ihcmgh 
nu  change  should  cate  place  in  the  habits  of  the  tieoplc  with  respert  to 
their  rate  of  iucrease.  Ore  of  these  expedients  is  the  importation  uf  food 
from  .ibroad.     Thw  nt^pr  ja  f.mtfpraiian. 

The  admission  of  cheaper  food  from  a  foreign  country,  is  equivalent  to 

(."•n  a^TJcultunU  invention  by  which  food  could  be  raised  at  a  similarly 
diminished  toat  at  home.  !t  equally  increases  the  productive  power  of 
labour.  The  return  was,  before,  so  much  food  for  so  mucn  labour 
employed  in  the  growth  of  food  :  the  return  is  now,  a  greater  quantity  of 
food,  for  the  saiTie  labour  emplnyed  in  producing  cottons  or  hardware,  or 
some  other  commadity  to  be  given  fn  exchange  for  food.  The  one  im- 
provement, like  the  other,  throws  back  the  decline  of  the  productive 
power  of  labour  by  a  certain  distance :  but  in  the  one  case  as  in  the 
1  other,  it  immediately  resumes  its  course ;  the  tide  which  has  receded, 
'instantly  begins  to  re-advance.  It  might  seem,  indeed,  that  when  a 
country  draws  its  supply  of  food  from  so  wide  a  surface  as  the  whole 
habitable  jjlobe,  so  Ktlle  impression  can  be  produced  on  that  great 
expanse  by  any  increase  of  moiulis  in  one  small  corner  of  it,  that  the 
inhabitants  of  the  country  may  double  .ind  treble  their  numbers,  without 
feeling  the  cflect  in  any  increased  tension  of  the  sprinijs  of  production,  or 
any  enhancement  of  tlie  price  of  food  ihrougliout  the  world.  Bui  in  this 
calculation  S(!Vfr;d  thin^^s  are  overlooked. 

In  the  first  place,  the  foreign  reyions  from  which  com  can  be  imported 
do  not  comprise  the  whole  K'^^be,  but  those  parts  of  it  almost  alone,  \vhich 
arc  in  the  immediate  neiglibourhood  of  coasts  or  navigable  rivers.  The 
cnasl  is  the  part  of  mast  coiinlrics  which  is  e.irlicst  and  most  thickly 
peopled,  and  has  seldom  any  food  to  spare.  The  chief  source  of  supply, 
therefore,  is  the  strip  of  country  along  the  banks  of  some  n.ivlgable  river, 
as  the  Nile,  the  Vistula,  or  the  Mississippi  ;  and  of  .such  there  is  not,  in 
the  productive  regions  of  the  earth,  so  nieat  a  multitude,  as  to  suffica 
during  an  indeltnile  time  for  a  rapidly  growing  demand,  without  an 
iucicasing  strain  on  the  produciive  poAvcrs  of  the  soil.  To  obtain  auxiliary 
supplies  of  corn  from  the  interior  in  any  abundance,  would,  in  the  existing 
stite  of  the  commimic.ilinnfi,  be  hopeless.  By  improved  roads,  and 
ultimately  by  canals  and  raiLways,  the  obstacle  will  be  so  reduced  as  not 
to  be  insuperable  :  but  this  is  a  slow  progress  t  in  all  the  food-exporting 
countries  except  America,  a  vct7  slow  progress  :  and  one  which  cannot 
keep  pace  with  population,  unless  the  increase  of  the  last  is  vcrycflfeciually 
restrained. 

In  the  next  place,  even  if  the  eupply  were  drawn  from  the  'whole 
instead  of  a  small  part  of  the  surface  of  the  cxportinjj  countries,  the 
quantity  of  food  would  still  be  limited,  which  could  be  obtained  fmni  them 
without  an  increase  of  the  proportional  cost.  The  countries  which  export 
food  may  be  divided  into  two  classes  ;  those  in  which  the  elTcctive  desire 
of  accimiulation  is  strong,  and  those  in  which  it  i^  weak.  In  Australia 
AJitl  the  United  Sutgs  of  America  the  effective  desire  of  ucciunulaiioa  \% 
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strong  ;  capital  iucreases  fast,  and  the  produciion  of  food  mighi  be  very 
rapidly  extended.  But  in  such  roiintries  populrilioii  al^^o  increnses  with 
extraordinary  rapidity.  Their  agriculture  has  to  provide  for  their  own 
expanding  numbers,  as  well  as  lor  those  of  the  importing  countries.  Thcyj 
must  therefore,  from  ihc  nature  of  the  ciisc,  be  rapidly  driven,  if  not  l.v 
[less  fertile,  at  least,  what  is  equivalent,  to  lernoter  and  less  arccwihlc 
lands,  and  to  modes  of  cuUivalion  like  iho^e  of  old  countries,  less  pro- 
ductive in  proportion  to  the  labour  and  expense. 

liui  the  countries  which  have  at  the  same  time  c hen p  food  and  great 
industrial  prosperity  are  few,  being  only  those  in  which  the  arts  of  civilized 
life  have  been  transferred  fuU  grown  to  a   riLrh  and  uncultivated  soil, 
mong  old  couiilries,  those  which  are  able  lo  export  food,  are  abie  oi)ly 
Tiecausc  their  industry  is  in  a  very  backwaid  state  ;  because  capital,  and 
llhence  population,  have  never  increased  sufficiently  to  make  food  rise  lo  a 
higher  pnce.    Such  countries  are  Russia,  Poland,  and  Hungar>*.     In  those 
regions  the  efl'ective  desire  of  accumulation  is  weak,  the  arts  of  production 
most  imperfect,  capital  sciint/j  and  its  increase,  especially  from  domestic 
ources,  slow.     When  an  increased  demand  arose  for  food  to  be  expnrted 
o  Eni.'Iand,  it  would  only  be  very  gradually  that  food  could  be  produced 
10  meet  it.    Tbe  capital  needed  could  not  be  obtained  by  transfer  from 
other  employments,  fnr  such  do  not  exist.     The  cottons  or  hardware 
which   would   be    received  from     England  in   exchange  for  corn,    the 
Russians  and  Poles  do  not  now  produce  in  the  country  :  they  go  without 
hem.     Something  might  In  lime  he  expected  from  the  increased  exertions 
to  which  praducers  would  be  stimulated  by  the  market  opened  for  iheir 
produce  ;  but  to  such  increase  of  exertion,  the  institutions  of  countries 
whose  agricultural  population  consists  of  scifs  arc  the  reverse  of  favour- 
able, and  even  in  this  age  of  movement  tlicse  institutions  do  not  rapidly 
change,     if  a  greater  outlay  of  capital  is  relied  on  as  the  source  from 
which  the  produce  is  to  be  increased,  the  means  must  either  be  obtained 
by  the  slow  process  of  saving,  under  the  impulse  given  by  new  com- 
modities and  more  extended  intercourse  {and  in  that  cnse  the  population 
"would  most  likely  increase  as  fast),  or  must  be  brought  in  from  foreijjn 
.countries.     If  England  is  to  obtain  a  rapidly  increasing  supply  of  corn 
from   Kussia  or  I'oiand,  English  capital  must  go  there  to  produce  it. 
ills,  howevcrj  is  attended  with  so  many  difficulties,  as  are  equivalent  to 
jreat  positive  disadvantajjes.     It  is  opposed  by  difference  ot  language, 
iiflerences  of  manners,  and  a  thousand  obstacles  arising  from  the  icstitu- 
(lions  and  social  relations  of  the  country  :  and  after  all  it  would  inevitably 
stimulate  population  on  the  spot,  that  nearly  all  the  increase  of  food 
produced  by  its  means  would  be  consumed  without  leaving  the  country  : 
so  that  if  it  were  not  the  almost  only  mode  of  inlrodiicing  foreign  arts  ^md 
ideas,  and  giving  an  effeclual  spur  to  the  backward  civilization  of  those 
countries,  little  reli.^ncc  could  be  placed  on  it  for  increasing,'  the  exports, 
'and  supplying  other  countries  with  a  progressive  and  indefinite  increase 
of  food.     tSut  to  improve  the  civilization  of  a  country  is  a  slow  process, 
and  gives  time  for  so  great  an  increase  of  population  both  in  the  country 
[itself  and  in  those  supplied  from  it,  that  its  efTcct  in  keeping  down  the 
>rire  of  food  against  the  increase  of  demand,  Is  not  likely  to  be  more 
Jecisivc  on  the  scale  of  all  Europe,  than  on  the  smaller  one  of  a  particular 
lation.  • 

The  law,  therefore,  of  diminishing  return  to  industry  whenever  pupiil^-\ 
lion  makes  a  more  rapid  progress  tljan  improvement,  w  noX'&o\t\'j  ■4^\i\\«^-\ 


coumriis  which  are  fed  from  I 

much  to  those  which  .ire  willing  to  drnw  their  food  from 
[any  accessible  quarter  that  can  afford  it  cheapest.  It  indeed,  the  release 
)f  the  com  trade  from  restriction  had  produced,  or  should  still  produce,  a 
sudden  cheapenins"  of  fond,  this,  like  any  other  sudden  improvement  in 
Ihc  arts  of  Hfc,  would  thioiv  the  natural  tendency  of  affairs  a  stage  or  two 
further  back,  but  without  a't  all  altering  its  course.  There  would  be  more 
for  everybody  in  the  first  instance  ;  but  this  utore,  would  bc^in  immedi- 
ately and  continnc  always  to  prnw  less,  so  long  as  popiilaiion  went  on 
increasitig-,  unaccompanied  by  other  events  of  a  countervail inR  tendency. 
Whether  the  repeal  of  the  com  laws  is  likely,  even  Icmponuily,  to  give 
any  considerable  increase  of  margin  for  [lopulation  to  fill  up,  it  would  be 
premature  as  yet  to  attempt  to  decide.  All  the  elements  of  the  question 
nave  been  thrown  into  temporary  disorder  by  the  consequences  of  bad 
harvests  and  of  the  potato  failure.  Rut  as  far  as  can  be  foreseen,  there 
seems  little  reason  to  expect  an  importation  of  the  customary  articles  of 
food  either  so  great  in  Itself,  or  capaijlc  of  such  rapid  increase,  as  to  inter- 
fere much  with  the  opcnition  of  the  general  law.  One  contingency  indeed 
there  is,  connected  with  freeJon\  of  importation,  which  may  produce 
tf^niporary  effects  gre-itcr  than  were  ever  contempl.ited  cither  by  the 
bytcrcst  enemies  nr  the  most  ardent  adherents  of  free-trade  in  food. 
MaizOy  or  Indian  corn,  is  a  product  capable  of  being  supplied  in  quantity 
sutTicicnt  to  feed  the  whole  country,  at  a  cost,  allowing  for  difference  of 
nutritive  tjualiiy,  cheaper  even  than  the  potato.  If  maize  should  ever 
substitute  Itself  for  wheal  .Ti  the  staple  food  of  the  poor,  the  productive 
power  of  labour  in  obtaining  fond  would  be  so  enormously  increaaed,  and 
the  expense  of  maintaining  a  family  so  diminished,  that  it  would  rei]uire 
perh.ips  some  geiieraiions  for  population,  even  if  it  started  forward  at  an 
Amcncan  pace,  to  overtake  this  great  accession  to  the  facilities  of  its 
support. 

§  4.  Besides  the  importation  of  com,  there  is  another  resource,  which 
can  be  invoked  by  a  nation  whose  increasing  numbers  prcas  hard,  nol 
against  their  capital,  but  ajjainst  the  productive  capacity  of  t^efi-  land  :  I 
moan  Kmigr-ition,  especially  in  the  form  of  Colonization.  OT this  remedy 
the  efBcacy  as  far  as  it  goes  is  real,  since  it  consists  in  seeking  elsewhere 
those  unoccupied  tracts  of  fertile  land,  which  if  they  existed  at  home 
would  enable  the  demand  of  an  increasing  population  to  be  met  without 
any  falling  off  in  the  productiveness  of  labour.  Accordingly,  when  the 
reyion  to  Ije  coloniited  is  near  at  hand,  and  the  habits  and  tastes  of  the 
people  sufficiently  migratory,  this  remedy  is  completely  effectual.  The 
migration  from  the  older  parts  of  the  American  Confederation  to  the  new 
territories,  which  is  to  all  intents  and  purposes  coloniiatian,  is  what 
cuablcs  population  to  go  on  unchecked  throughout  the  Union  without 
having  yet  diminished  the  return  to  industry  or  increased  the  difficulty  cf 
earning  a  subsistence.  If  AuitnUia  or  tlie  interior  of  Canada  were  as 
near  to  (ii-eat  Brit.iin  as  Wisconsin  .ind  Iowa  to  New  York  ;  if  the  sup;r- 
fluous  people  could  remove  to  it  without  crossing  the  sea,  and  were  of  as 
adventurous  and  restless  a  character,  and  aa  little  addicted  to  staying  at 
home  as  their  kitisfolk  of  New  England,  those  unpeopled  continents  would 
render  the  same  service  to  the  United  Kingdom  which  the  old  slates  of 
America  derive  from  the  new.  IJuL,  these  things  being  as  they  arc— 
alihoiiyh  a  judiciously  conducted  emigration  is  a  most  important  resource 
for  suddcsiiy  Ughiemns  the  pressure  of  population  by  a  single  eifoit— 
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there  is  no  probability  that  e\'en  tinder  the  most  enlightened  arningcmciitsi 

a  permancDt  stream  of  emi^Taiion  could  be  kept  up,  sufficient  to  take  off,| 

as  in  America,  all  lliat  portion  of  llic  annual  increase  (when  proceeding  at 

, its  greatest  rapidity"!  which  being  in  excess  of  the  progress  inadc  during 

iihe  same  short  period  in  the  arts  of  life,  tends  to  render  living  more 

Iriifii cult  for  every  avcrag^cly-situatcd  individuaJ  in  the  commnnity.     And 

funlcss  this  can  he  done,  emigrauon  cannot  even  temporarily  dispense 

'with  the  necessity  of  checks  to  population.    Further  than  this  we  have  not 

to  speak  of  it  in  this  place.    Tlic  general  subject  of  colonization  as  a 

practical  que&tion,  its  importance  lo  this  country,  and  the  principles  on 

thirh  it  snotild   be  ronnuctcd,  will  be  discussed  at  some  length  in  a 

tabscqucnt  portion  of  this  treatise. 
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%  I.  THRjQnnriplpswhlrhh.nvP  hppn   gpt  forth  in  Ihe  first  nyt  of  t 
Ti-^2^ic^  l^rKi  'P  ■"'-■-'a'"  rP-Lpi-rfg.  slron^jty  distinpmsheH  frn^w  tl^n^,  fl«  fh<» 

nsiderajiyp  yj"  which  vye  are  now  about  to  enter.  The  laws  gne^  t:andiii 


_^__^_  Qtc,,flttthe 

lonsiderajiyp  yj"  which  >yf  are  now  about  to  enter.  The  laws  gne^  t:andiiinns 
if  tl)^  pr'^diifli"r  rf  Vftihiri  rf^rtaifB  ti  th?  "nnm-'^"  nf  pliyirrril  uiuhs. 
""  ''  '*  '    -  "■'    "  ijcind  pro-u 

s,  impose  dj 


There  is  nothing;  op^iyr^al.  or  arbitrary  in  them.  Whatever  nianlclnd  pro- 
duce,  must  be  produced  in  the  modes,  and  under  the  conditions,  impd^ct." 
"  y  the  constitution  of  external  things,  and  by  the  inherent  properties  o 
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tteir  own  bodily  and  mental  structure.    Whcdier  they  like  it  or  not,  their, 
roductions  will  be  limited  by  the  amount  of  their  previous  accuinulation,  I 
nd,  that  being  given,  it  will  be  proportional  to  their  energy,  their  skill, 
the  perfection  of  their  machincrj-,  and  their  judicious  use  of  the  advantages 
S)f  combined  labour.     Whether  they  like   it  or  not,  a  double  quantily  i 
of  labour  will  net  raise,  on  ihe  same  land,  a  double  quantity  of  food,  • 
unless  some   improvement    takes   place  in  the  processes  of  cuhivation. 
Whether  they  like  it  or  not,  the  unprnductive  expenditure  of  individuals* 
will  pro  tiui/o  tend  to  impaverisb  the  community,  and  onlji  their  pro- 1 
ductivc  expenditure  will  enrich  iL    The  opinions,  or  the  wishes,  which 
may  exist  on  these  difi'crenl  matters,  do  not  tontiol  Ihe  things  themselves. 
We  cannot,  indeed,  foresee  to  what  extent  the  mode-i  of  pfoJtOction  may 
be  .illcrcd,  orits  powers  increased,  by  future  extensions  of  our  knowledge 
of  the  laws  of  nature,  suggesting  new  processes  of  industry  of  which  wc 
have  at  present  no coiiccpiion.     But  howsoever  ivc  may  succeed  in  making 
for  ourselves  more  space  within  the  limits  set  by  (he  constitution  of  things, 
■  ose  limits  exist  ;    there  are  ullim.ile  laws,  which  we   did  not  make, 
hich  we  cinnot  alter,  and  lo  which  we  can  only  rnnform. 
It    is    not    ■=»   wiih    itir    TiU.vUviiir^n    r>(  Wi-.Itli        Thai   is   a   mpller 
.  mimau    mstitutioil    solely.     The    things    once    ihen».   m^njnnd-  in- 
j^ii1ua[iy  'of  WllCfTH'ciy,  can  go  with  them  as  they  hke.     Tney  can 
jlaPff  Tticni"~ai   the  iiispt)i;:iT  6f  Vhoijisoever  Ihey  please,  and  on  whnt- 
tver  tenns.      FLirther  in   the   social    state,   in  every  stale   excepr   total 
(olitiide,    any  disposal  whatever  of  them  can  only  take   place  b^  the 
aneral  consent  of  society-.    Even  what  a  person  has  produced  by  hts  ta- 
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dividual  laW,  unaided  by  any  one,  he  cannot  keep,  unless  it  is  ilic  will  of 
■ociely  that  he  should.  Not  only  can  society  take  it  from  him,  but 
individuals  could  and  would  take  ii  from  liim,  if  society  only  remained 
passive  ;  if  it  did  not  either  interfere  en  miuse,  or  employ  and  pay  people 
for  the  purpose  of  inlerfering,  to  prevent  him  from  bcinj;  distuibed  in  the 
possession.  Xlic  distribution  of  wealth,  lliciefore,  depends  on  the  !««•$ 
and  customs  of  society.  The  rules  by  ivhirh  it  is  determined,  are  ivhat 
the  opinions  and  feelings  of  the  couiiminiiy  make  them,  and  are  very 
ditVcrcnt  in  ditiercnt  ages  and  countries  ;  and  might  be  siillmore  different, 
if  mankind  50  chose. 

Tlie  opinioTis  and  feelings  of  mankind  doabil£aia._^re  not  ft  matter 
nf  c^|.Tnrc.  ifiey'are  cnnseqiieiitei  of  the  fundamental  laws  of  humsm 
nature,  and  of  the  constitution  of  the  planet  which  we  inh.ibit,  modified  by 
"ocal  or  special  peculiarities.  Hut  the  laws  of  the  generation  of  human 
opinions  are  not  wirhm  our  present  subject.  They  are  part  of  the 
'general  theory  of  human  progress,  a  far  larger  and  more  difficult  subject 
of  inquiry  than  political  economy.  We  have  here  to  consider,  not 
|lhe  causes,  but  the  consetjuenceSj  of  the  rules  according  to  which  ue^hh 
(maybe  distributed.  Thasc,  at  least,  arc  as  little  arbitrary',  .'iiid  have  as 
much  the  character  of  physical  laws,  as  the  laws  of  production.  Human 
beings  can  control  their  own  acts,  but  not  the  consequences  of  their  acts, 
even  on  dieir  own  minds.  Society  can  subject  the  distribution  of  v.-ealth 
to  whatever  rules  it  thinks  best ;  but  what  practical  results  shall  flow 
from  the  operation  of  those  rules,  society  cannot  choose,  but  must  be  con- 
tent  to  learn. 

We  proceed,  then,  to  ihe  ro^ji^siderattDn  of  jhe  d^^^^*"^  ipodcs  of 
distributing  the  produce  of  land  and  labour.' which  have  been  ariontcd 
m  practice,  or  may  l^e  conceived  m  theory.  Among'  these,  mir  attention  is 
first  claimed  by  that  primary  and  fundamental  institutian,  on'which^ 
unless  in  some  exceptional  and  very  limited  cases,  the  economical  arrange- 
ments of  society  have  always  rested,  although  in  Us  secondary  features 
it  has  varied,  and  is  liable  to  vary.  I  mean,  of  course,  the  institution  of 
individual  property. 

I  §  2.  Private  property,  as  an  insiiiuOoiivdid  not  owe  its  origin  to  any  of 
those  considerations  of  utility,  which  plcid  for  the  maintenance  of  it  when 
established.  Enough  is  known  of  rude  ages,  both  from  history  and  from 
analrMfous  states  of  society  in  our  own  time,  to  show,  that  tribunals 
Cwhich  always  precede  laws)  were  originally  established,  not  10  detennine 
rights,  but  to  repress  violence  and  tcnninate  quarrels.  \Viih  this  object 
chiefly  in  view,  they  natiirahy  enough  gave  legal  effect  to  first  occupancy, 
by  treating  as  the  aggressor  the  person  who  first  commenced  violence,  by 
lumlnj,',  or  altcQiptiiig  tn  turn,  another  out  of  possession.  The  pre- 
servation of  the  peace,  which  was  die  original  object  of  civil  government, 
was  thus  atlaijied  ;  while  by  amfiniiing,  to  those  who  already  possessed 
it,  even  what  was  not  the  fiuit  of  personal  exertion,  a  guarantee  was 
incidentally  given  to  them  and  others  thAt  they  would  be  protected  in  what 
was  w. 

lu  considering  the  instittition  of  property  as  a  question   i_n_  social 

philr<u>phv,  «e  must  leave  out  of  considciation  its  aclua!  origin  in  any  of 

tt  ■  .   n.itioiis  of  Tliiropc,  and  wc  may  suppose  a  community  un- 

l  I  V  any  previous  possession  ;  a  body  of  colonist^  occupying  for 

iici  tine  an  uninhabited  country  ;  bringing  nothing  with  tnem  but 

clongcd  to  them  in  common,  and  linving  a  clear  field  for  the 
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[ftdopiion  of  the  institutions  nnd  polity  which  they  jml^ed  most  expedient : 
free,  therefore,  to  choose  ivhcilitr  they  would  conduct  the  work  of  produc- 
tion on  the  principle  of  individual  property,  or  on  some  system  of  common 
^ownership  and  collective  agency. 

If  private  properly  were  adopted,  we  must  presunve  that  it  would  be  \ 
accompanied  by  none    of  the  inilial  inet^nalitics  and  injustices   which 
obstruct  the  beneficial  operation  of  the  principle  in  old  societies.    Every ' 
full-grown  man  or  woman,  we  must  suppose,  would  be  secured  in  the 
unfettered  use  and  disposal  of  his  or  her  bodily  and  mental  faculties  ;  nnd 
the  instruments  of  production^  the  land  and  tools,  would  be  divided  fairly 
among  them,  so  that  all  niij^ht  start,  in  respect  to  outward  appliances,  on 
equal  lemis.    It  is  even  possible  to  conreive  that  in  this  original  apporlinn- 
ment,  compensation  might  be  made  for  the  injuries  of  nature,  and  the 
bitlancc   redressed   by   assigning   to   the    less    robust    members    of    the 
icommunily  advantages  in  the  distribution,  sufficienl  to  put  them  on  a  par 
[with  the  rest-     But  the  division,  once  niade,  would  not  again  be  interfered 
Iwilh  ;  individuals  would  be  left  to  their  own  exeninns  and  to  the  ordinary 
[chances,  for  making  an  advantageous  use  of  what  was  assigned  to  them. 
If  individual  propcrt>',  on  the  contrary,  were  excluded,  the  plan  which 
I  must  be  adopted  would  be  to  bold  the  land  and  all  instruments  of  pro- 
duction as    tlie  joint  property  of  tbe    community,  and  to  carry  on  the 
operations  of  industry  on  the   common   account-     The  direction  of  lllQ 
.labour  of  the  communfty  would  devolve  upofi.a  niatjlstrate  or  magistrates,! 
[whom  we  may  suppose  elected  by  ihc  suffrages  of  the  community,  and  I 
tvbom  we  must  assume  to  be  voluntarily  obeyed  by  them.     The  division  of 
Jthe  produce  would  in  like  manner  be  a  public  act.     The  principie  might 
iither  be  that  of  complete  equality,  or  of  apporiionincnt  to  the  necessities 
>r  deserts  of  individuals,  in  whatever  manner  might  be  conformable  to  the 
[ideas  of  justice  or  p<i!icy  prevailing  in  the  community. 

Examples    of  such  iissociaiions,   On  a  smail   scale,  are  the  mouastlc 

[orders,  the  Moravians,  the  followers  of  Rapp,  and  others  ;  and  fronr  the 

ilausible  remedy  which  ihey  hold  out  for  the  miseries  and  iniquities  of  a 

Istate  of  much  inequality  of  wealth,  schemes  for  a  larger  application  of  the 

[same  idea  have  reappeared  and  become  popular  at  all  periods  of  active 

Eftpcculation  on  the  first  principles  of  society.     In  an  age  like  the  present, 

[vhen  a  general  reconsideration  of  all  first  principles  is  felt  to  be  inevitable, 

[and  when  for  the  first  time  in  history  the  most  snlVenng  pnnions  of  the 

[community  have  a  voice  in  the  discussion,  it  was  impossible  but  thai 

[ideas  of  this  nature  should  spread  far  and  wide.    The  late  revolutions  in 

[Europe  have  thrown  up  ti  great  amount  of  spcculaiion  of  tliis  character, 

|*nd  an  unusual  share  of  altenlion  has  consequently  Ijeen  drawn  to  the 

various  forms  which  these  ideas  have  assumed.     'I  his  atttention  is  not 

likely  to  diminish;  attacks  on  the  institution  of  property  being,  in  the 

t existing  state  of  human  intellect,  a  natural  expression  of  the  discontent  of 
all  those  classes  on  whom,  in  whatever  manner,  the  present  constitution 
cf  society  bears  hardly  :  and  it  is  a  sufc  prediction  that  unless  the  progress; 
of  the  human  mind  can  be  checlced,  such  speculations  will  never  cease,' 
until  the  laws  of  properly  are  freed  from  whatever  portion  of  injustice' 
they  contain,  and  until  whatever  is  well  grounded  in  the  opinions,  and 
legitimate  in  the  aims  of  its  assailants,  is  adopted  into  the  fr.imework  of 
suciety.  ' 
J  JOicjissa Hants  of  tbe  principle  of  'iidiyii""'  pi-npprty  ma^j  W.  AWiAtA— 

^MJaABL^o  classes :  those  v-lwat  gchtnwt  imyUea  abstAatfe  fcuaa!aVi_\n.  "it* 
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distribution  of  tha  phyaica!  means  of.  life  and  enjoyment,  anrt  ihnse  who 
a^mit  ipequaKt^',  but  groijcaca  on  swnc  princrple,  or  ■iimii.  .^rvl  principle, 
oT  justice  or  ^enet^  eiEpgdi^in;y^  anJ  not.  like  so  m:  existing 

SDaa!  etiuatiiiesi  depenaent  on  Accident  alone.    At  tli     i  lire  fir^t 

class,  as  iTie  earnest  In  date'  bT"tTi(ise  belnngmjj  to  the  present  generation, 
[must  be  placed  Mr.  Owen  and  his  followers.  M.  Louis  Ulanc  and  M. 
Cabct  have  mure  recently  become  conspicuous  as  apisilcs  of  similar 
I  doctrines  (though  the  former  advocates  equality  of  disiribulicm  only  as  0 
transition  to-a  slill  higher  standard  of  abstract  justice,  that  all  should 
work  accordinff  to  iheir  caijacity,  and  receive  acciir<ling'  to  their  iv;inta). 
'ITic  characteristic  name  for  this  economical  sysiem  is  Cummimism,  a 
word  of  Continental  orij.nn,  only  of  late  introduced  into  this  courtry.  Tha 
word  Socialism,  which  originated  amony  the  li^nglish  Communists,  and 
was  assumed  by  them  as  a  name  tu  designate  their  own  doctrine,  is  now, 
nn  ihe  Continent,  employed  in  a  larger  sense  ;  not  necessarily  implying 
Commimism,  or  the  entire  abolition  nf  private  pmpcrty,  but  ajjplied  lo 
any  system  which  requires  that  the  land  and  the  instruments  of  production 
should  be  the  property,  not  of  individuals,  but  of  communities  or  associa- 
tions, or  of  the  j^ovcrnment.  Among  such  systems,  the  two  of  highest 
intclleclua]  pretensiuii  are  those  which,  from  the  names  of  their  real  or 
impiU«I  authors,  have  been  called  St.  Siinonisni  and  Foutierisni  :  the 
former,  defunct  as  a  system,  but  which,  during  the  few  years  of  its  public 
promul.Ejation,  sowed  the  seeds  of  nearly  all  the  Socialist  tendencies  which 
nave  since  spread  so  widely  in  France  ;  the  second,  now  flourishing  in 
the  number,  ralcnt,  and  zeal  of  its  adherents, 

§  3.  It  would  be  too  much  to  aSirm  that  comniunicics  constituted  on 
any  of  these  principles  could  not  pcnnancntly  subsist.  Tliat  a  country  at 
any  lar^je  extent  could  be  formed  into  a  single  '  Co-operative  Society,'  is 
indeed  not  easily  conceivable.  The  nearest  approach  lo  it  ever  realized 
sctms  to  have  been  the  govciiimenl  of  Peru  under  the  Incas,  a  dcspotisin 
held  to^fethcr  by  a  Etipcrsiition  ;  not  likely  to  he  erected  into  a  type  for 
modern  aapiraiions,  a!iiiou;,'h  it  api^earcd  nitld  and  bcncficcnc  to  tho.'io 
who  contnistcd  it  with  the  iron  rule  whlcli  took  its  place.*  But  a  country 
might  be  covered  with  small  Socialist  communilies,  and  these  might  liave 
a  Congress  to  manage  their  joint  concerns.  The  scheme  is  not  what  is 
I  commonly  meant  by  mipracticable.  Sapposinjj  that  the  soil  and  climate 
were  tolerably  propitious,  and  that  the  several  communities,  possessing 
the  means  of  all  necessary  prodticticin  within  themselves,  had  not  to 
contend  in  the  general  markets  of  the  world  against  the  competition  of 
societies  fcundecY  on  private  property,  I  doubt  not  that  by  a  very  rigid 
system  of  repressing^  jjiipuhtton,  they  might  he  able  to  live  and  hold 
together,  without  posinvc  discomfort.  This  would  be  a  considerable  im- 
provement, BO  far  as  the  great  majority  arc  conccnicd.ovcr  chose  existing* 
states  of  society  in  which  no  restraint  at  all  is  placed  on  population,  or  In 
which  the  restraint  is  very  inadequate. 

The  objection  ordinarily  made  to  a  sysiem  nf  community  of  properly 
[and  equal  distribution  of  the  produce,  that  each  person  would  be  in- 
icessantly  occupied  in  evadinj^  his  fair  share  of  the  work,  is,  I  think,  in 
.general  considerably  o\-erstated.  There  is  a  kind  of  work,  hitherto  more 
indispcns.-ib!e  than  most  others,  that  of  fighting,  which  is  never  conducted 
on  any  oiher  than  tlic  co-operative  system  ;  and  neither  in  a  rude  uor  \^ 

*  S<«  Tiwcotl's  I  lilt  r>  of  the  Coixjucst  of  Pery, 
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jiiea  society  tias  iiic  supposed  uiiticuity  Dccn  experienced.    Educa- 
tion  nnd  the    current  of  opinion  having   adapted  themselves   to   the 
exi^jency,  the  sense  of  honour  and  the  fear  of  shame  have  as  yet  been 
found  la  operate  with  siiflicient  strength  ;  and  roinmnn  senliment  has 
sanctioned  the    enforcement   by  adequate    pennliies,  uj>on    those    not 
Sufficiently  inftucnccd  by  other  motives,  of  rules  of  discipline  certainly  not 
ttcficLciit  in  rigidity.     The  smnc  sanctions  would  not  fail  to  attach  them- 
selves  to  the  operations  of  indusiiy,  and  to  secure,  as  indeed  ihey  are 
found  lo  do   in    the  ^Tnr.^viaTl  rnd  similar  e^tnbtislinients,  a  tolerable 
adherence  to  the  prescril;ed  fltandaid  of  duty.     The  dcliciency  would  he 
of  motives  to  exceed  that  minimum  standard.     In  war,  the  qucsrinn  lies 
between  great  success  and  great  failure,  between  losinR  a  battle  and 
gaining  it,  perhaps  between  being-  slaves  and  conquerors  ;  and  the  cir- 
cumstances of  the  case  are  stirring  and  stimulatinj;  to  the  feelings  .ind 
faciiUies.     The  common  operations  of  industry  are  the  reverse  of  stirring 
and  stimulating,  ;ind  the  only  direct  result  of  extr.i  exertion  would  be 
a  trifling  addirion  to  the  common  stock  shared  out  among^  the  mass.  * 
Mankind  arc  capable  of  a  far  greater  amount  of  pnblic  spirit  than  the  ] 
resent  age  is  accustomed  to  suppose  possible,    yut  if  the  titjcstion  ivere  1 
at  of  lakiti;^  a  great  deal  of  personal  trouble  to  produce  a  very  small  and 
contplcuons  public  benefit,  the  love  of  ease  would  preponderate.    Those 
wlio  made  extra  exertions  would  expect  and  demand  that  the  same  thing 
should  be  r&iuired  fr<»m  others  and  made  a  duly  ;  and  in  the  long  run,  , 
H^hile  more  work  would  be  perfoniied  by  any,  than  t-oiild  be  exacted  from 
^^n  ;   the  limit  to  all  irksome  labour  would  be  the  amount  which  the 
^^Hnjority  would  consent  to  have  made  coinpulsor)'  on  tlicmsclvcs.     But 
^^Bc  inajoriiy,  even  in  our  present  societies,  where  the  Intensity  of  com- 
^^^lition  and  tJie  exclusive  dependence  of  each  on  his  own  energies  tend 
to  give  a  morbid  strcn^ah  to  the  industrial  spirit,  arc  almost  e%'er>-wherc 
indolent  ami  unnniljitious  ;  content  with  litllc,  and  unwilling  to  trouble 
themselves  in  order  to  make  it  more.     The  standard  of  indtisirial  duty  i 
would  llierefore  he  fixed  extremely  low.     There  arc,  no  doubt,  some  kinds  ' 
of  useful  exertion  to  which  the  stimulus  would  not  be  weakened  in  the 
same  degree.     Invention  is  one  of  these.     Invention  is  in  itself  an  agree- 
able exercise  of  the  faculties ;  and  when  applied  succcsbfnUy  to  the 
diminution  of  labour  or  the   satisfaction  of  the  physical  wants  of  the 
community,  it  would  in  any  society  be  a  source  of"  ronsiderable  /c/at. 
■  IluL  iliough  to  invent  is  a  pleas-int  operation,  to  perfect  an  invention  anti 
rpnder  it  practical  is  a  dull  and  toilsome  one  ;  requiring  also  means  and 
appliances  which,  in  a  society  so  constructed,  no  one  woukl  possess  of  his 
own.    Tlie  many  and  Jong-continued  iriab  by  which  the  object  is  at  last 
attained,  could  only  be  made  by  first  persuading'  the  majority  that  the 
scheme  would  be  advantageous  :  and  might  be  broken  ofT  at  the  very 
time  when  the  work  approached  completion,  if  the  patience  of  the  majority 
became  exhausted.     We  might  expect  therefore   that  there  would  be 
many  projects  conceived,  and  very  few  perfected ;  while,   the  jjrojccts 
l>cing  prosecuted,  if  at  all,  at  the  public  expense  nnd  not  at  the  pro- 
jector's, if  there  was  any  disposition  to   encourage  them,   the   proi>or* 
lion  of  bad  schemes  to  good  would  pi  obably  be  even  greater  than   at 
present. 


It  must  be  further  obsen-ed,  that  the  perfect  equality  contemplated  in' 

"    :d.    The  produce 
There  arc  ^xa.U'] 


theory  of  the  scheme  could  not  be  realty  attained. 
jhl  be  divided  equally,  but  how  could  tlie  labour? 
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kinds  of  worlc,  and  by  what  standard  arc  they  to  be  measured  ope  • 
ajfainst  jmolhcr?  Who  is  to  judge  how  much  cotton  spinning,  or  dis- 
tributing goods  from  llie  stores,  or  bricklaying,  or  chinnney  sweeping-,  is 
equivrtleiit  to  so  nmrh  ploughing?  In  the  existing  system  of  industry 
these  things  do  adjust  themselves  with  some,  though  but  a  distant, 
approach  to  fairness.  \  f  one  kind  of  work  is  harder  or  more  disagreeable 
tlian  another^  or  requires  a  longer  practice,  it  is  better  paid,  simply 
because  there  are  fewer  competitors  for  it ;  and  an  individual  generally 
finds  thai  he  can  earn  uiosl  by  doing  the  thing  which  he  is  fittest  for.  I 
admit  that  this  self-adjusting  machinery  does  not  touch  some  of  the 
grossest  of  the  existing  inequalities  of  reinuneration,  and  in  particular  the 
unjust  advantage  possessed  by  almost  the  commonest  mental  over  almost 
the  hardest  and  most  disagreealjlc  bodily  labour.  Employments  which 
require  any  kind  of  technical  education,  however  simple,  have  hitherto 
been  the  subject  of  a  real  monopoly  as  against  the  mass.  But  as  popular 
instruction  advances,  this  monopoly  is  already  becoming  less  comptetc, 
and  every  incrcise  of  prudence  and  foresight  among  the  people  encroaches 
upon  it  more  and  more.  On  the  Communist  system  the  impossibility  of 
making  the  adjustment  hetvveen  different  qualities  of  labour  is  so  strongly 
felt,  that  the  advocates  of  the  scheme  usually  find  it  necessaiy  to  provide 
that  all  should  work  by  turns  at  every  description  of  useful  labour  ;  an 
aiTangemeut  which,  by  pucing  an  end  to  the  division  of  employments, 
would  sacrifice  the  princijial  advantage  which  co-operative  production 
possesses,  and  would  probably  reduce  the  amount  of  production  still 
lower  than  in  our  supposition.  And  after  alt,  the  nommal  equality  of 
labour  would  be  so  great  a  real  inetiuality,  that  justice  would   revolt 

nagalnst  its  being  enforced.     All  persons  arc  not  equally  fit  for  all  labour  ; 

land  t]ie  sarne  quantity  of  labour  is  an  unequal  burthen  on  the  weak  and 

nhe  strong,  the  hardy  and  the  delicate,  the  quick  and  slow,  the  duU  and 
the  intelligent. 

Assuming,  however,  'all  the  success  which  is  claimed  for  this  mate  of 
society  hy  its  partisans,  it  remains  to  be  considered  how  much  would  be 
really  gauied  for  mankind,  and  whether  the  form  that  would  be  given  to 
life,  and  the  character  which  would  be  impressed  on  human  nature,  would 
be  such  as  to  satisfy  any  but  a  low  estimate  of  the  capabilities  of  the 
species.  On  the  Communistic  scheme,  supposing  it  to  be  successful, 
there  would  be  an  end  to  all  anxiety  concerning  the  means  of  subsistence  ; 
and  this  would  be  much  gained  for  human  happiness.  Uut  it  is  perfectly 
possible  to  realize  this  same  advantage  in  a  society  grounded  on  private 
property;  and  to  this  point  the  tendencies  of  political  speculation  arc 
rapidly  converging.  Supposing  this  attained,  it  is  surely  a  vast  advantage 
on  the  side  of  the  individual  system,  that  it  is  compatible  with  a  far 
greater  degree  of  personal  liberty.  The  perfection  of  social  arr.ingcments 
would  be  to  secure  to  all  persons  complete  indeiiendcnce  and  freedom 
of  action,  subject  to  no  restriction  but  that  of  not  doing  injury  to  others. 
The  scheme  which  wc  are  considering  (at  least  as  it  is  commonly 
understood)  abrogates  this  freedom  entirely,  nnd  places  every  action  of 
every  member  of  the  community  under  command. 

Communism,  it  is  true,  might  exist  without  forcing  the  members  of  the 

trominunity  to  live  together,  or  control|ing.,them  in  the  disposal  of  theft 
appointed  rations,  and  of  such  leisure  as  inighi  be  left  to  them  ;  but  it  ip 
of  the  essence  of  the  scheme,  that  the  association,  through  its  managing 
%od>-,  iihtwld  havi  absolute  power  over  every  one  of  its  members  duriniy 


to: 


working  hours,  and  thni  no  one  could  choose  cither  at  what,  or  wiih 
whom,  or  pcneraHy  in  what  method,  he  would  work.  Let  us  add,  that  the 
work  would  be  dtvoid  of  all  feeling  of  interest,  except  that  which  might 
be  confened  on  it  by  a  principle  of  duty  to  the  community,  All  the 
interest  which  it  now  derives  from  the  hope  of  advancement,  or  ofi 
increased  gain  to  the  Iribourer  Iiimself,  or  to  tlie  objects  of  his  prWalef 
affectioivs,  would  cease  ;  and  it  remains  to  be  shown  that  any  equally 
powerful  source  of  excitement  would  be  substituted  for  these,  or  that  the 
fcclinp  of  duty,  even  if  strong  enough  to  ensure  perfonnancc  of  the  work, 
would  have  the  power  of  rendering  it  agiecable.     What  was  done,  would 

Iiiobably  be  done  as  men  do  the  things  which  are  not  done  frem  choice 
lut  from  necessity  :  and  a  life  parsed  in  the  enforced  observance  of  an 
external  rule,  and  performance  of  a  prescribed  task,  would  sink  into  a. 
monotonous  routine.  Lastly,  the  identity  of  education  and  pursuits  wciuld 
tend  [o  impress  on  all  the  same  unvarying-  type  of  character ;  to  the 
destruction  of  tlxat  multiform  development  of  human  nature,  those 
manifold  unlikenc5ses,  that  diversity  of  tastes  and  talents,  and  variety 
of  intellectual  points  of  view,  which  not  only  form  a  E^e^t  pait  of  the 
interest  of  human  life,  but  by  bringing  intellects  into  stimulating-  col- 
lision, and  by  presenting  to  each  innumerable  notions  that  lie  could 
not  have  conceived  of  himself,,  arc  the  mainspring  of  mental  and  moral 
progression. 

I  am  aware  it  may  be  said  that  the  great  uiajority  of  iJie  species  already 
suffer,   in  the  e-visting  slate  of  society,  all  tne  disadvantages  which  I 
ascribe  to  the  Communist  system.     Tlie  factory  labourer  has  as  mono- 
tonous, indeed  a   more  monotonous  existence,  than  a  member  of  an 
Owenlte  community;    working  a  greater  number  of  hours,  and  at  the 
me  dull  occupation,  without  the  altcmrtlion  of  employment  which  the 
^  bcialist  scheme   provides.     The   f^cnerality  uf  labourers,  in  this  and 
moat  ether  countries,  have  as  little  choice  of  occupation  or  freedom  ofj 
locomotion,  arc  practically  as  dependent  on  fixed  rules  and  on  the  will  of| 
jthcrs,  as  they  could  be  on  any  system  shurt  of  actual  slavery;  to  say 
)lhtng  of  the  entire  domestic  subjection  of  one  half  the  species,  lo  whom 
is  the  signal  honour  ot  Owenisni  and  most  oiber  forms  of  Socialism 
lat  they  assign  equal  rights,  in  all  respects,  with  those  of  the  hitherto 
lominant  sex.     Again,  it  may  be  said  of  almost  all  labuurers,  on  the 
jresent  system,  namely  of  all  who  work  by  the  day,  or  for  a  iixcd  salary, 
laL  labouring  for  the  gain  of  others,  not  for  their  o>\n,  they  have  no 
itercst  in  duiiig  mure  tlian  the  smallest  quantity  of  work  which  will  pass 
a  fulfilment  uf  the  mere  terms  of  their  engagement    Produclton,  tlierc- 
>re,  it  n\ay  he  said,  slioold  be  at  least  as  inefficient  on  the  present  plan, 
i  it  would  be  from  a  similar  cause  under  ihc  other. 
To  take  the  last  argument  lirsi,  it  is  true  that,  for  the  very  reason 
assigned,  namely,  the  insufiictent  Interest  which  day-labourers  have  in 
ic  result  of  their  labuur,  there  is  a  natural  tendency  in  such  labour  to 
extremely  iiiefiicicnt  :    a  tendency  only  to  be  overcome  by  vigilant 
"superinlendence  an  the  part  of  persons  who  ttti'  interested  in  the  result. 
The  'master's  eye'  is  nntnriously  the  only  security  to  be  relied  on.     If  a 
'  :legatcd  and  hired  superintendence  is  found  effectual,  it  is  when  the 
iperintcndents  themselves  ate  well  superintended,  ami  have  a  high 
lary  and  a  privileged  situation  to  lose   on  being  found  neglectful  of 
Bcir  trust.     Superintend  theni  as  you  will^  day-labourers  are  so  much 
ifcrior  to  those  who  work  by  the  piece,  that  Vhe  UUct  ^^•i\.ftnv\s  >^x4!JC\'bt^ 
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in  all  industrial  occupations  to  wliitli  it  is  conveniently  applicable.  And 
yet  it  is  by  no  means  true  that  day-lahoiiicraj  under  the  present  .-irrangc- 
ments,  have  no  inducements  of  pnv;ite  interest  tn  cncrg-eiic  aciion.  They 
have  a  strung  inducement,  that  of  gainings  a  character  as  workmen,  ivhicn 
may  secure  ihem  a  preference  in  employincni ;  and  ihey  h^vc  oficn  a 
hope  of  promotion  and  of  rising  in  the  world,  nor  is  that  hope  alu-ays 
disappointed.  Where  no  such  possibility  is  open  to  the  labouring  classes, 
ihcir  condition  is  confessedly  wrong,  and  demands  a  remedy.  With 
res-pect  to  the  other  objections  which  I  have  anticipaied,  I  freely  admit 
them.  1  believe  that  the  condition  of  the  operatives  in  a  well-regu- 
lated nianufnctory,  with  a  great  reduction  of  the  boors  of  labour  and 
a  considerable  variety  of  the  kind  of  it,  is  very  like  what  Ihc  condition  of 
all  would  be  in  an  Owcnite  coinmunily.  But  to  maintain  even  this  state, 
the  liuiiiation  of  the  propagative  powers  of  the  comimmity  must  be  as 
much  a  mailer  of  puBlic  regulation  as  c^-erj'thing  else  ;  since  under  the 
supposed  arrangements  prudential  restraint  would  no  longer  exist.  Now, 
if  we  suppose  an  equal  degree  ot  legiilation  lo  take  place  under  the 
pfcscnt  system,  cither  compulsorily,  or,  what  would  be  so  much  prefer- 
able, voluntarily ;  a  condition  at  least  cqu:il  to  wliat  the  Communist 
system  offers  to  all,  would  fall  to  the  lot  of  the  least  fortunate,  by  the 
mere  acllon  of  the  competitive  principle.  \Vh,^tever  of  pecuniaiy  tneiins 
or  freedom  of  action  any  one  obtained  beyond  this,  would  be  so  much  to 
to  be  counted  in  favour  of  the  competitive  system.  It  is  an  abuse  of  the 
principle  of  equality  to  demand  that  no  individual  be  permitted  to  be 
better  off  than  the  rest,  when  his  being  so  makes  none  of  the  others 
worse  off  than  they  otherwise  would  be. 

§4.  These  ar^umqius  against  C_omiiiuni5niJire_n'>t  applicable  to  St. 
Simonisin,  a  systein  of  far  hither  intcllecmal  pretentions  than  the  former: 
constructed  w'lh  greater  forcsiijht  of  objections,  and  juslcr  appreciation 
qfthein  ;  y^rounded  on  views  of  human  nature  iiuicli  less  limited,  and  ihc 
work  altogether  of  larger  and  more  accomplished  minds,  by  most  of 
whom  accordingly,  what  was  erroneous  in  their  theory  has  long  ago  been 
seen  and  abandoned.  The  St.  Sunonian  scheme  docs  not  contemplate 
an  equal,  but  an  unequal  division  of  the  produce  ;  it  does  not  propose 
(hat  all  should  be  occupied  alike,  but  dilferently,  according,'  to  their  voca- 
tion or  capacity;  the  function  of  each  being  assigned,  like  grades  in  a. 
regiment,  by  the  choice  of  the  directing  authoiitv-,  and  the  rcmunemrioa 
being  by  salary,  proportioned  to  the  miportancc,  in  the  eyes  of  that 
authority,  of  the  function  itself,  and  the  merits  of  the  person  who  fulfils  it. 
For  the  constitution  of  the  ruling  body,  different  plans  jm'ght  be  adopted, 
consistently  with  the  essentials  of  the  system.  It  might  be  appointed  by 
popular  suffrage.  In  the  idea  of  the  original  authors,  the  lulers  were 
supposed  to  be  persons  of  genius  and  virtue,  who  obt.nincd  the  vohimaiy 
adhesion  of  the  rest  by  mci-e  force  of  mental  superiority,  through  a  reli- 
gious feeling  of  reverence  and  subonlination.  Society,  thus  constituted, 
would  wear  as  diversified  a  face  as  it  does  now  ;  would  be  stilt  fuller  or 
interest  and  cxcilcincnt.  would  hold  out  even  more  abundant  stimulus  lo 
individual  exertion,  and  would  nourish,  it  is  to  be  feai-ed.  even  more  of 
rivalries  and  animosities  than  at  present.  That  the  scheme  might  in 
ame  peculiar  .states  of  ."iocicty  work  with  advantage^  I  will  not  deny. 
There  i.t  indeed  a  successful  cxperin^nt,  of  a  somewhat  similar  kind,  on 
record,  to  which  I  have  once  albded,  that  of  the  Jesuits,  in  Paraguay.  A 
race  of  sav.i^i'es,  belonging  to  a  jwrtion  of  mnnhmd  more  averse  lo  coo- 
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Scculive  cxenion  for  a  distant  object  than  any  other  autlicniically  Icnown 

ito  us,  wss  broug'lit  under  Uic  mental  dominion  of  civitizeJ  and  inslnjcled 

en  who  were  united  among  tlieniselves  by  a  system  of  coninitinity  of 

ootls.     To  the  absnlme  niiihnrity  nf  ihcsc  men  they  reverentially  sub- 

ittcd  themselves,  .nnd  were  induced  by  tliem  to  learn  the  aits  of  civiliited 

,fe,  and  to  praciise  labours  for  the  commnniiy  which  no  inducement  that 

oiild  have  been  aft'ercd  would  have  prevailed  on  them  to  practise  for 

iiemsclves.     This  sticial  sjTitcin  was  of  short  dumlion.  being  prcmatureiy 

'estroyed  by  illplomaiic  airaiigemems  and  foreign  force-    1  hal  it  could 

brought  into  nriinn  at  all  w.ts  probably  ow  iny  tn  ihe  immense  dislancc 

n  point  of  knowledge  and  intellect  which  fieparaied  the  few  rulers  from 

;he  whole  body  of  the  ruled,  without  any  intermediate  orders,  either 

ial  or  intellectual.     In  any  other  t-ircumslanccs  it  would  probably  have 

ten  a  complete  failure  ;  and  we  may  venture  to  say  that  in  no  £uru]>can 

mmunity  could  it  have  even  the  partial  siicress  wtiich  mi^ht  reaiiy  be 

ibtaincd  by  an  associatinn  on  the  pimciplc  of  Communism,     It  supposes. 

n   absuliitc  dcspoiisfn  in  the  heads  of  the  associaiion ;   which  wouldf 

robably  not  be  much  improved  if  the  deposiranes  of  the  despoiisml 

[contrary  to  the  views  of  the  authors  of  the  system)  were  varied  from  time 

lime  according  to  the  result  of  a  popular  canvass.     Uut  to  suppose  that 

e  Or  a  few  hmimi    bcinjis,  liowsoe\er   selected,    could,   by  whatever 

jiachinery  of  suboidirate  agency,  be  qiialitlcd  to  ada]H  earh  pei^sun's 

ork  to  his  capariiy,  and  proportion  each  peraoi/s  remuneration  (n  his 

criis— to  be,   in   (rtct,  the  dispensers  of  distributive  justice  to  every 

ember  of  a  commuRity,  were  it   even   the  smallest  that  ever  had  a 

jcparatc  political  existence — or  that  any  use  which  ihev  could  make  of 

[This  power  would  give  general   satisfaction,  or  would    be  submitted  lo 

pithout  the  aid  of  force— is  a  supposition  ahnost  loo  chimerical  to  be 

asoncd  against.     A  fixed  rule,  like  that  of  equality,  mi^'ht  be  acquiesced 

,  and  so  niiyht  chance,  or  im  external  ticccssity  ;  hut  Uiat  a  handful  of 

inan  beings  i^hould  weigh  everybody  in  the  balante,  and  give  more  to 

ic  and  less  to  another  at  their  sole  pleasure  .^nri  judgment,  would  iiol  be 

irno  imfr^s  from  persons  believed  to  be  more  than  men,  and  b.icked  by 

pematural  tctrtprs. 

g  ji.  The  most  skilfi-illy  rpfii^ir*''"')  ='"^'  in-ai-jTy  lespccL  llic  least  open 
to  objection,  ot  j\\\;  fntmT  wf  .Sfffittliim,  h   rhnt  rnnimnnly   Irnnaip.  as 
rmnerisih.     Tliis  system  does  not  contemplate  the  abolition  of  private 
mperty,  nor  even  of  inheriianre  :  on  the  contrai-y,  it  avoivedly  lakes  into 
ennsidcratinn,  as  an  clement  in  the  distribution  of  the  produce,  rapiisl  as 
well  as  labour.     It  proposes  that  the  opcnitions  of  industry  should  be  i 
rried  on  by  associations  of  about  two  thousand  members,  combining;/ 
eir  labour  oil  a  district  of  about  a  scjunre  league  in  extent,  under  the 
idaucc  of  chiefs  selected  by  themselves.     In  the  distribution,  a  tcrlain', 
jniniiim  is  first  assigned  for  (he  snhs'stence  of  every  meniher  of  the 
^timmnnily,  whether  capable  nr  not  of  labour.     The  remainder  of  the 
produce  is  shared  in  certain  pro|jonions,  to  be  detcnnincd  beforehand, 
anionji  the  three  cicments,  Labour,  Capital,  and  Talent.     The  capital  of 
the  community  may  be  owned  in  unequal  shares  by  ditfcrcnt  members,i 
who  would  in  that  case  receive,  as  in  any  oilier  joint-slock  company, 
proportional  dividend?.     The  claitii  of  eacli  person  on  tlie  sham  of  [he 
jroducc  .ippnrtioncd  to  talent,  is  estimated  by  the  gnide  or  rank  which 
le  individual  occupies  in  the  several  groups  of  labourers  to  which  he  or 
ic  bclon^'s  ;  these  grades  being  in  oil  cases  convened  b^  ijk\<:.  <:^t:i>v:%  ^ 
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ia  all  industrial  occupations  lo  which  it  is  conveniently  applicable.  And 
yet  it  is  by  no  means  true  thai  day- !a homers  under  the  present  arrange- 
ments, have  IJQ  indiicemeiUs  of  private  interest  to  energetic  action.  They 
ha%'e  a.  strong  inducement,  that  of  gaining  a  character  as  workmen,  which 
may  secure  tliem  a  preference  in  employment ;  and  ihey  have;  often  a 
hope  of  promotion  and  of  rising  in  the  world,  nor  is  that  hope  always 
disapiininicd.  Where  no  sadi  possibility  is  u|>en  to  the  labouring  classes, 
their  condition  is  confessedly  wron^,  and  demands  a  remedy.  With 
Lrespect  to  llie  other  objections  which  I  have  anticipated,  I  freely  admit 
them.  I  believe  that  the  condition  of  the  operatives  in  a  well-regu- 
lated manufactory,  with  a  great  reduction  of  the  hours  of  labour  and 
a  considerable  variety  of  the  kind  of  it,  is  ver>'  like  what  the  condition  of 
all  would  be  in  an  Owcnile  community.  Hut  to  maintain  even  this  stale, 
Ihe  limitation  of  llic  proyagativc  powci-s  of  the  community  must  be  as 
much  a  matter  of  public  regulation  as  ever>'thing  else  :  since  under  the 
supposed  arrangements  prudential  restraint  would  no  longer  exist.  Now, 
if  we  suppose  an  equal  degree  of  regulation  to  take  place  under  the 
pFcsenc  system,  either  compulsorily,  or,  what  would  be  so  much  prefer- 
able, voluntarily;  a  condition  at  least  equal  to  what  the  Coniniunist 
^System  offers  to  all,  would  fall  to  the  lot  of  Uie  least  fortunate,  by  the 
mere  action  of  the  competitive  principle.  Whatever  of  pecuniary  means 
or  freedom  of  action  miy  one  obtained  beyond  this,  would  be  so  inurh  to 
to  he  counted  in  favour  of  the  competitive  system.  It  isan  abuse  of  the 
principle  of  equality  to  demand  that  no  individual  be  permitted  to  be 
bener  off  than  the  rest,  when  his  being  so  makes  none  of  the  others 
worse  off  than  they  otherwise  would  be. 

§4-  Thc-ie  niiiimifr.ts  .iir.iinst  CfimmHni.°jn  gre  nor  applicable  to  St. 
fc^inionisiTi.  '         :  inteilectiui!  [>retensions  iTan  the  former: 

'constructed  ■  ]   j         Jit  of  objC'^uons,  and  >uslcr  aporeciation 

of  them  ;  yruuiided  tjii  vlcn^  uf  human  nature  niticli  less  limit™,  and  the 
woiTc  altogether  of  larger  and  more  accompIi<!hed  minds,  by  most  of 
whom  accordingly,  what  was  crroncou?!  in  their  theory  has  iong  ago  been 
seen  and  abandoned.  The  St.  Simonian  scheme  does  not  contemplate 
lan  equal,  but  an  unequal  division  of  the  produce;  it  docs  not  propose 
I  that  all  should  be  occupied  alike,  but  dinercntly,  accordinL'  to  Iheir  voca- 
tion or  capacity  ;  tlie  function  of  each  being-  assigned,  like  grades  in  a 
regiment,  by  the  choice  of  the  directing  authority,  and  the  remuneration 
being  by  s.a!.ary,  proportioned  lo  the  importance,  in  the  eyes  of  that 
authority,  of  the  function  itself,  and  the  merits  of  the  person  who  fiilfds  it. 
For  the  constitution  of  the  ruling  body,  different  plans  might  be  adopted, 
consistently  with  the  essentials  of  the  system.  It  miyht  be  appointed  by 
popular  suffraijc.  hi  the  idea  of  the  original  authors,  the  rulei-s  were 
supposed  to  be  persons  of  genius  and  virtue,  who  obtained  the  vohmtaiy 
adhesion  of  the  rest  by  mere  force  of  mental  superiority,  through  a  reli- 
gious feeling  of  reverence  and  subordination,.  Society,  thus  constituted, 
iwotild  wear  as  diversified  a  face  as  it  does  now  ;  would  be  still  fuller  of 
interest  and  excitement,  would  hold  out  even  more  abundant  stimulus  lo 
individual  exertion,  and  would  nourish,  it  is  to  be  feared,  even  more  of 
rivalries  and  animosities  than  at  present.  That  the  scheme  might  in 
ame  peculiar  slates  of  society  work  with  advantage,  I  will  not  deny. 
There  is  irdecrl  a  sncressful  experiment,  of  a  somewhat  simitar  kind,  on 
record,  to  which  I  have  once  .alj-jdcd,  that  of  the  Jesuits,  in  I'ara'^uay.  A 
race  of  sarn^csj  belonging  to  a  portion  of  mankmd  more  averse  lo  con  ■ 


PROPERTY, 

Becutive  exertion  for  a  distant  object  than  any  other  autheniicnlly  known 
to  us,  was  brought  under  the  mcmal  dominion  of  civilized  and  instructed 
men  who  were  united  among'  Ihcinselves  by  a  system  of  cfimnuiiiily  ot 
goods.  To  the  absolute  auiiinriiy  of  tlicse  men  they  revorerlially  sub- 
milted  themselves,  and  were  tndiircd  by  iheiii  to  Icam  the  arts  of  civilized 
life,  and  to  practise  l.ibniirs  for  the  community  which  no  indutement  that 
conld  have  been  ofiered  would  have  prevailed  on  them  to  practise  for 
themselves.  This  social  system  was  oi  short  duration,  beiny  prciuaturely 
destroyed  by  diplomatic  aiTun^'emeiits  and  foreign  force.  That  1 1  could 
be  brouyht  into  action  at  all  «;is  piobably  owlny  to  ihe  immense  distiirce 
in  point  of  linowledtje  and  inicllect  which  scp-irared  the  few  rulers  from 
llw  whole  body  of  the  ruled,  without  any  inicrTiietiiatc  orders,  either 
social  or  inlcllectual.  In  any  oiher  circumstances  it  would  probably  have 
been  a  complete  failure  ;  and  wc  may  venture  to  say  that  in  no  European 
community  could  it  have  even  Ihc  partial  success  which  miyht  reaily  be 
obtained  by  an  association  on  tlie  principle  of  Communism.  It  supposes*) 
nn  absolute  despotism  in  tlie  heads  nf  the  association  ;  which  wouldf 
probably  not  be  much  improved  if  the  depositaries  of  the  despoiisiii 
(contrary  to  the  views  of  the  authors  of  the  system)  were  varied  from  limc^ 
10  lime  accordiiifi-  lo  the  result  of  a  popular  canvass.  Uut  to  suppose  that 
'cne  or  a  few  human  bcinf^s.  howsoever  selecleJ,  could,  by  wliatcver 
ftnacliincry  of  subordiuale  agency,  be  qualified  to  adapt  earh  persons 
fwork  to  bis  capacity,  and  proportion  each  person's  remuneration  to  his 
merits— to  be,  in  fact,  ihc  ai^jicnsers  of  distributive  justice  to  every 
kinember  of  a  community,  were  it  even  the  smallest  that  ever  had  a 
separate  political  existence — nr  that  any  use  which  they  could  make  of 
this  power  would  give  general  satisfaction,  nr  would  be  submitted  Tn 
without  the  aid  of  forre— is  a  supposition  almost  too  chimerical  to  be 
.rca.'ioncd  against.  A  fixed  rule,  like  that  of  equality,  might  be  acquiesced 
in,  and  so  mixht  chance,  or  an  external  necessity  ;  but  that  a  handful  of 
btUTun  beings  should  weigh  everybody  in  ibe' balance,  and  give  more  to 

^H  one  and  less  to  another  at  (heir  sole  pleasure  and  judgment,  would  not  be 

^B  tome  unfb&s  from  persons  believed  to  be  more  than  men,  and  hacked  by 

^"  supcrnatiiril  tfrnirs. 

'  §  ^.  The  mnst  skjlfuHv  f^ipbincd,  Tinrl  in  avcry  tespcct-  Ihc  least  open 

tO^ObieCllOnj    oi    thf    *"™-    "^t    *^"-'ltl1Trr,    il    **"*'    rnmmnnly     lf^iinvp_^ .IS 

Tftunerisili.     Tliis  system  docs  not  contemplate  the  abolition  of  pnvatc 
l^^^prcipcrfy,  nor  even  of  inbcriiancc  :  on  the  contiaiy,  it  avowedly  takes  into 
^^tcoobi deration,  as  an  eleiitenl  in  the  distribution  of  the  produce,  capital  as 
^^B^cll  as  labour.     It  nropo.scs  that  the  operations  of  industry  should  ho  i 
f        cin-icd  on  by  associations  of  about  two  thousand  members,  combining' | 

their  labour  on  a  district  of  about  a  square  league  in  extctit,  under  the  I 

^^guidance  of  chiefs  selected  by  themselves.  ]n  the  distribution,  a  certain  ', 
^Htniniinum  Is  first  assigned  for  the  subs'slcnce  of  every  member  of  the 
^Hcounnunity,  whether  capable  or  not  of  labour.  The  rcm.iiiider  of  the 
^^Kproduce  is  shared  in  renain  proportions,  lo  be  deicrmined  bcforeh.ind, 
^^^aniong-  the  three  elements.  Labour,  Capital,  and  Talent.  The  capital  uf 
the  communit>'  may  be  owned  in  unequal  shares  by  different  membeis, 
rho  would  in  that  case  receive,  as  in  any  other  joint-slock  company, 
>ro]»ortionai  dividends.  The  claim  of  each  person  on  the  sbait-  of  the 
jrnduce  aiiporlioned  to  taletil,  is  estimated  by  the  prade  or  rank  which 
he  iiidJviuLial  occupies  in  tlic  several  jirroup.?  of  labourers  to  which  he  or 
ihc  bcIon,':s ;  these  grades  bcin^^  in  all  cases  conferred  by  ilic  choice  a( 


hii  or  her  companions.  The  remuneration,  when  received,  would  not  of 
necessity  be  expended  or  enjoyed  in  common  ;  there  would  be  separate 
^  w/«<j^V(  for  all  who  preferred  iliem,  and  no  other  community  of  living  is 
contemplated,  than  th:it  all  the  members  of  the  aisociation  should  reside 
in  the  same  pile  ofbuildmgs  ;  for  saving  of  labour  and  expense  not  only 
in  buildinjf,  but  in  every  branch  of  domestic  economy  ;  and  in  order  that, 
the  whole  buying  and  selling  operations  of  the  community  being  performed 
by  a  single  at^ent,  the  enormous  portion  of  the  i>rodiice  of  iiidusiiy  now 
carried  off  by  the  profits  of  mere  distributors  might  be  reduced  to  the 
smillesl  amount  possible. 

Thus  far  it  is  apparent  that  this  system,  untike  Communism,  does  not, 
in  theory  at  least,  withdraw  any  of  the  motives  to  cxenion  which  exist  in 
the  present  system  of  society.  On  the  contrar)-,  if  the  arrangement  cnuld 
be  supposed  to  work  according  to  the  intentions  of  its  contrivers,  it  would 
even  strengthen  those  motives,  since  each  person  would  have  much  more 
certainty  of  reaping  individually  the  fniits  of  incrciscd  skill  or  energy, 
bodily  or  mental,  than  under  the  present  social  anangemcnts  can  be  felt 
by  any  but  those  who  are  in  the  most  advantageous  positions,  or  to  whom 
the  chapter  of  accidents  is  more  than  ordinarily  favourable  The 
Fourierists,  however,  have  still  another  resource.  They  believe  that  they 
have  solved  the  great  and  fundamental  problem  of  rendering  labour 
attractive.  Thai  this  is  not  impracticable,  they  contend  by  very  strong 
[arguments;  in  particular  by  one  which  they  have  in  common  \vilh  the 
Owenites,  viz.,  that  scarcely  any  labour,  however  severe,  undergone  by 
human  beings  for  the  sake  of  subsistence,  exceeds  in  intensity  that  which 
other  human  beings,  whose  subsistence  is  already  provided  for,  arc  found 
ready  and  even  eager  to  undergo  for  pleasure.  This  certainly  is  a  most 
significant  fact,  and  one  from  which  the  student  in  social  philosophy  may 
draw  important  instruction.  Hut  the  argunicnt  founded  on  it  may  easily 
be  stretched  too  far.  If  occupations  full  of  discomfort  and  fiitigue  arc 
freely  pursued  by  innny  ])eisoiis  as  amusements,  who  does  not  see  lliat 
^hey  arc  amusements  ex.^f  tly  because  they  are  pursued  freely,  and  may  be 
discontinued  at  pleasure  ?  The  liberty  of  quittmg  a  position  often  makes 
the  whole  ditTcrence  between  its  being  painful  and  pleasurable.  Many  a 
person  remains  in  the  same  town,  street,  or  house  from  Januar)'  to 
December,  without  a  wish  or  n  thought  tending  towards  removal,  who  if 
confined  to  that  same  place  by  the  mandate  of  authority,  would  find  tlie 
imprisortment  absolutely  intolerable. 

According  to  the  Fourierists,  si^arccly  any  kind  of  useful  Libour  is 
naturally  and  necessarily  disagreeable,  unless  it  is  either  regarded  as 
dishonourable,  or  is  immoderate  in  degree,  or  destitute  of  the  stimulus  of 
sympathy  and  emulation.  The  few  kinds  of  useful  employment  which 
are  inherently  distasteful  to  either  the  physical  or  the  niornl  sense,  or 
which  would  be  so  to  persons  in  as  high  a  st.ate  of  cultiviuion  as  the 
Fourierists  rightly  aspire  to  confer  upon  all,  they  propose  to  surround 
with  marks  of  honour,  and  to  remunerate  on  the  highest  scale.  Excessive 
toil  needs  m>t,  they  contend,  be  undergone  by  anyone,  in  a  society  in 
which  there  would  be  no  idle  class,  and  no  labour  waited,  as  so  enormous 
an  amount  of  labour  is  now  wasted,  in  useless  things  ;  .and  where  full 
— '■--"■'vfc  would  be  taken  of  the  power  of  association,  both  in  increasing 
incy  of  production,  and  in  economising  consumption.  The  other 
for  rendering  labour  attractive  would,  they  think,  be  found  in 
ion  of  all  labour  by  social  groups,  to  any  number  of  which  tha 
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ne  individual  migbt  simjltniieoubly  bclony,  at  his  or  ]ier  own  choice  ; 
grade  in  each  beiny  deU-rmioed  by  Uie  decree  of  service  which  they 
were  fnund  capable  of  rendering,  as  appreciated  by  ihe  siilTrages  of  iheir 
comrades.  It  is  inferred  from  the  diversity  of  tastes  .and  talents,  thai 
every  member  of  the  community  would  be  .itiached  to  several  groups, 
employing  themselves  in  v.-Lrious  kinds  of  occupation,  some  bodily,  others 
mental,  and  would  be  callable  of  occupying  a  hi^jh  place  in  some  one  or 
more  ;  so  that  a  real  equality,  or  a  iomethin^  more  nearly  approaching  to 
it  than  might  at  first  be  supposed,  would  practically  result;  not  (as  in 
Communism)  from  the  compression,  but,  on  ilie  contrary,  from  tbe  largest 
possible  development,  of  the  various  natural  superiorities  rcfitding  in 
each  individual. 

Even  frtjm  so  brief  an  outline,  it  will  be  perceived  that  this  system  docs  i 
no  violence  to  any  of  the  general  laws  by  which  human  action,  even  in  i 
the  present  imperfect  state  of  moral  and  intellectual  cultivation,  it  in-  i 
flucnced.  All  persons  vvoiild  have  a  prospect  of  deriving  individual 
advantage  from  every  degree  of  labour,  of  abstineme,  and  of  talent,  which 
they  individually  exercised.  The  impediment  to  success  would  not  be  in 
_tbc  principles  of  the  svsiem,  but  in  the  unmanageable  nature  of  its 
achincry.  Before  lar^c  bodies  of  human  beings  coukl  be  til  lo  live 
igetlier  in  such  close  union,  and  still  more,  before  they  woirfd  be  capable 
"  adjusting,  by  peaceful  arrangement  iunoiig  themselves,  the  relative 
ims  of  every  class  or  kind  oflnbimi  and  talent,  and  of  every  individual  in' 
every  diss,  a  vast  improvement  in  human  character  must  be  presupposed. 
When  it  is  considered  that  each  person  who  would  have  a  voice  in 
this  adjustment  would  be  a  party  interested  in  it,  In  everjr  sense  of  the 
term — that  each  would  be  called  on  to  t.ike  part  by  vote  m  fixing-  both 
the  relative  remuneration,  and  the  relative  estimation,  of  himself  as 
compared  with  all  other  labourers,  and  of  his  own  class  of  labour  or 
talent  as  compared  with  alS  others  ;  tlie  degree  of  disinterestedness  and 
of  frecdum  from  vanity  and  irritability,  which  would  be  required  in  such 
a  community  from  every  individual  in  il,TV-ould  be  such  as  is  now  only 
found  in  the  ^liie  of  humanity  :  while  if  these  qualities  fell  mach  short  of 
the  rcijuircd  standaind,  either  the  adjustment  could  not  be  made  at  all,  or, 
if  made  by  a  majority,  would  engender  jealousies  and  disappointntcms 
destructive  of  the  intenial  liarmony  on  which  the  whole  workinjj  of  the 
system  avowedly  depends.  Tln;sc,  It  is  true,  are  difficulties,  not  iinpossi- 
bdilies:  and  [lie  FimiierisLs.  wliu  alone  among  Socialists  are  in  a  great 
degree  alive  to  the  true  conditions  of  the  problem  which  they  undertake 
lo  snlvc,  arc  nnl  withotit  ivays  and  means  of  contending  against  these 
"nth  every  advance  in  education  and  improvement,  their  system  tends  to 
coine  less  Impracticable,  and  the  very  attempt  to  make  it  succeed  would 
uUivatc  in  those  making  the  attempt,  many  of  the  virtues  which  it 
requires.  But  wc  have  only  yet  considered  the  case  of  a  single  Fourierist 
community.  When  we  rt-mcmber  that  llie  comnumities  IheniseKes  are  lo 
be  the  constituent  tinils  of  .m  organized  whole,  (othcnvisc  competition 
would  rage  as  actively  between  rival  communities  as  it  now  docs  between 
individual  merclianls  or  manufacturers,)  and  that  notliing  less  would  be 
requisite  for  the  complete  success  of  the  scheme,  llian  the  organisaliou 
from  a  single  centre  of  the  whole  industry  of  a  nation,  and  even  of  the 
world;  wc  may,  without  iLllcrnpling  lo  limit  the  ultimate  capabilities  of 
"^lUman  nature,  .iffinn,  that  the  poliiicil  economist,  for  a  considerable  lime 
come,  will  be  chicdy  concerned  with  the  conditions  of  existence  and 
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progress  belonging  to  a  society  founded  oo  private  property  and  individual 
compcution  ;  and  dial,  rude  as  is  the  luaniier  in  wliith  those  two  principles 
appoTllnn  reward  lo  exertion  and  to  merit,  tlicy  must  form  the  biisis  of  ihe 
principal  niiprcivemcnt?  which  can  for  the  present  be  looked  for  in  the 
econonvical  condiiion  of  hi:mariily. 

§  6.  And  those  imnroveinenis  will  bg.fpiind  to  be  fcr  more  considerable 
than  tlie  adhereats  qI  the  various  Si"M^iaIiftt-^^cMm>a^r^'u.'ii;injT  jQ^sijniu 
Wtiaieverniay  be  tlie  merit  or  demerit  of  their  own  schemes  of  sotiely, 
they  have  hiLherto  shown  thenieelves  extremely  ill  acquainted  with  the 
economical  laws  of  the  existing  social  system  ;  and  have,  in  cnnscquenrc, 
habitually  assumed  as  necessarj'  eiTects  of  coin  petition,  evils  which  are  by 
no  means  inevitably  attendant  on  it.  It  is  from  the  intluence  of  this 
erroneous  intcqirelalion  of  exlstin;,'  facts,  that  many  Socialists  of  high 
principles  and  afainments  are  led  to  regard  the  competitive  system  as 
radically  incompatible  wtlh  the  economical  well  being  of  the  maas. 


Thy  prmcmjf^  frf  pr.«at*  tji^pyty  ^^S?  Pf '•'"'  y^'  ^^'^  "  ^"^  ^'''■'''  '"  ^^V 

'-^ptry  f  a,i.nv.M  ftfi,  jertiiT'  '"  '^•■■*  ^""""-y  '^"^  '"  '^""^  "'*^''"  The 
social  aiTangements  of  modem  Europe  commenced  from  a  distribution  of 
property  which  was  the  result,  not  of  just  piirtitiop,  or  ac<iMisition  by 
.mdustry,  butof  conquest  and  violence;  and  notwithstanding  what  industry 
has  been  doing  far  many  centjries  to  modify  the  work  of  force,  the 
system  still  retains  |many  and  lar^-e  traces  of  its  orig-iri  The  laws  of 
property  have  never  yet  conformed  to  the  pnnciples  on  Mhich  the  justifi- 
cation of  private  property  rests.  They  have  made  property  of  ihmns 
which  never  ought  to  be  property,  and  absolute  property  ivhcre  only  a 
quiilified  properly  ought  to  e.\ist.  They  have  not  held  the  balance  fairly 
between  human  beings,  but  have  heaped  impediments  upon  some,  to 
give  advantage  to  others  ;  they  have  purposely  fr>5tcrcd  inequalities,  and 
-prcvcntcdallfromstarlinyfair  in  therace.     Thai  all  shnuld  indeed  start  on 

Ecrfcctly  equal  terms,  is  inconsisieut  with  any  law  of  private  property  : 
III  if  as  much  pains  as  has  been  taken  to  aj^gravate  the  inequality  of 
chances  arising  from  the  natural  working  of  the  principle,  had  been  taken 
to  temtiei-  that  iuequaiiiy  by  eyer>'  means  not  subversive  of  the  principle 
itself;  if  the  tendency  of  legislation  had  been  to  favour  the  dillubion, 
instead  of  the  concentration  of  wealth — to  encourage  the  subdivision  of 
tlic  large  masses,  instead  of  striving  to  keep  them  together  ;  the  printiple 
of  individual  property  would  have  been  found  (o  have  no  necessary  con- 
nexion with  the  physical  and  social  evils  which  have  made  so  many  minds 
turn  eagerly  to  any  prospect  of  relief,  however  desperate. 
.      We  arc  as  yet  too  ignorant  cither  of  what  individual  agency  in  its  best 
I  form  or  Socialism  in  its  best  form  can  accompliali,  to  be  qualified  to 
I  decide  which  of  the  two  will  be  the  ultimate  form  of  human  society..^Jn 
ill'    r.  I    sta^e  of  human  improvement  at  least,  it_i5.  not  ;I  conceive^ 

t!  loll  of  the  system  of  mdividual  property  that  should  he  aimed 

at.  hill  rhr:  irnpfovcmcnt  of  it,  and  the  iwirticipalion  of  every  member  of 
the  community  in  its  benefit^.  Far,  liowevcr,  from  looking  upon  the 
various  classes  of  Socialists  with  any  approach  to  disrespect,  I  honour  the 
intentions  of  almost  all  who  are  publicly  known  in  that  chanicler.  the 
ac<|uiremenlsand  talents  of  several,  and  1  rcjfard  iheni,  taken  collectively, 
as  one  of  the  most  valuable  elements  of  human  improvcmrnt  now  exist- 
:.-"  ■  both  fifim  the  impulse  they  give  to  the  rcconsidenuion  and  discussion 
be  most  imporlant  questions,  and  from  the  ideas  they  have  con- 
lo  many  ;  ideas  from  which  the  most  advanced  supporters  of  ths 
•  Wler  of  society  liavc  siill  much  to  learn. 


.  next  to  he  considcrcfi,  what  is  ircliidcd  in  (he  idea  of  pnvam 
property,  and  Ly  wlaat  considerations  tUc  applicability  of  the  principle  is 
tioii  tided. 

The  institution  of  propettj',  reduced  to  Its  essential  dements,  consists 
in  the  recogniilon,  in  each  person,  of  a  liglu  [o  the  exclusive  disposal  of 
wh.-it  he  01'  she  have  ^irfKhiced  by  ibeir  own  exertions,  or  r*?ccived  by  gift 
■or  ftiir  agreement,  without  force  or  fraud,  from  those  who  produced  it. 
Tlie  foundation  of  the  whole  is,  Ibc  right  of  producer  to  what  they  them- 
selves !iave  produced.  It  may  be  objected,  therefore,  that  the  institution, 
as  it  now  exists,  recognises  rights  of  properly  in  individuals  over  things 
which  they  have  not  produced.  For  example  (it  may  l>c  said),  tl»e 
operatives  in  a  manufactory  create,  by  iheir  labour  and  skill,  the  whole 
produce  ;  yet.  instead  of  its  belonging  to  them,  the  law  gives  them  only 
their  stipulated  hire,  and  transfers  the  produce  to  some  one  who  has 
merely  supplied  the  funds,  without  perhaps  contributing  anything  to  the 
work  ilscff,  even  in  the  form  of  superintendence.  -The  answer  to  this  is, 
that  the  labour  of  manufacture  is  only  one  of  the  cnndiLions  which  must 
Combine  for  the  production  of  tlie  commodity.  The  labour  cannot  ha 
Ciuiicd  on  without  materials  and  machinery,  nor  withotita  stock  of  neces- 
saries provided  in  advance,  to  maintain  the  labourers  during  the  jiro- 
dnctinn.  All  these  things  are  the  fruits  of  previous  labour.  If  the 
iabourers  were  possessed  of  then^,  they  would  not  need  to  divide  the 
roducc  with  any  one  ;  but  since  tbcy  have  them  not,  an  equivalent  must 
c  given  to  those  who  have,  both  for  the  antecpdcnt  labniir,  and  for  the 
iihsiinenre  by  which  the  produce  of  that  labour,  instead  of  being  expended 
n  indulgences,  has  been  reserved  for  this  use.  The  capital  may  not  have 
een,  and  in  most  cases  was  not,  created  by  the  labour  and  abstinence  of 
the  present  possessor ;  bti:  it  was  created  by  the  labour  and  abstinence  of 
*onie  former  jierson,  who,  by  gift  or  contract,  transferred  his  claims  to  the 

E resent  capitalist  ;  and  tile  abstinence  at  least  must  have  been  continued 
y  each  successive  owner,  down  lo  the  jnesent.     The  terms  of  co-opera- 
tion between  presrnl  labour  and  the  fruits  of  past  labour,  are  a  subject  for 
adjustment  betnxen  the  two  ]>artic3.    Each  is  necessary  to  the  other. 
The  capitalist  can  do  nothing  without  labourers,  nor  the  laboureis  without 
apital.     It  may  be  said  Ihcy  do  not  meet  on  an  equal  footing:    the 
apitalisi,  as  the  richer,  can  take  advantage  of  the  labourer's  necessities, 
and  make  his  conditions  as  he  pleases.    T-Ie  could  do  so,  undoubtedly,  if 
he  were  but  one.     The  capitalists  collectively  could  do  so,  if  they  were 
u  tiio  numerous  to  combine,  and  act  as  a  body.     But,  as  things  arc, 
ey  have  no  such  advantage.      Where  combination  is  impossible,  the 
icrms  of  the  contract  depend  on  com|)etition.  that  is,  on  the  amount  of 
pital  which  the  collective  abstinence  of  society  has  provided,  compared 
ilh  the  number  of  the  laljnurers.     If  the  labourers  compete  for  eniploy- 
ent,  the  capi(ali.sls  on  their  part  cnmpcte  for  labour,  to  the  full  extent  of 
>c  circulating  cajiital  of  the  country.    Competition  is  often  spoken  of  as 
if  it  were  necessarily  a  cause  of  miserj-  and  degradation  to  the  labouring 
as  if  hi^  wages  were  not  precisely  as  much  a  product  of  compe- 
ition  as  low  wages.     The  remuneration  of  labour  is  as  much  the  result  of 
ccniijelition  In  the  United  States,  as  it  is  in  Ireland. 
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The  ri^jht  of  properly  includes,  then,  the  fieedftiu  of  afqiiiring  hy  con- 
tract. The  rifihi  of  each  to  wliat  he  has  prociuced,  implies  a  right  to 
what  has  been  produced  by  others,  if  obtnined  by  their  free  consent,  and 
without  fraud  ;  since  Ihe  producers  must  either  have  given  it  from  good 
will,  or  exchanjjed  it  for  what  they  esteemed  an  equivalent,  and  to  prevent 
them  from  doing  so  would  be  to  infringe  ihcir  right  of  property  in  the 
product  of  their  own  industry. 

§  2.  Before  proceeding  to  consider  the  things  which  the  principle  of  in- 
dividual property  docs  not  include,  we  must  specify  one  more  Ihirg  which 
it  does  include  ;  and  this  is,  that  a  title,  after  a  certain  period,  should  be 
given  by  prescriplien.  According  to  the  funduinental  idea  of  propert>', 
indeed,  tiGthing  ought  lo  be  treated  as  such,  which  has  been  acquired  by 
force  )i-  fraud,  or  ajipropriated  in  ignorance  of  a  prior  title  vested  in  some 
other  person  ;  but  it  is  necessary  to  the  security  of  rigittful  possessors, 
that  they  should  not  be  molested  by  charges  of  wrongful  acquisition,  when 
by  the  lapse  of  time  witnesses  must  have  perished  or  been  lost  siyht  of, 
and  the  real  character  of  the  transaction  can  no  longer  be  cleared  up. 
Possession  which  has  not  been  legally  questioned  vvithin  a  nioderale 
number  of  years,  ought  to  be,  as  by  the  laws  of  all  nations  it  is,  a  complete 
title.  Even  when  the  acquisition  was  wrongful,  the  dispossession,  after  a 
generation  has  elapsed,  of  the  probably  bonA/ide  possessors,  by  the  revival 
of  a  claim  which  had  been  long  dormant,  would  generally  be  a  greater  ia- 
juslice,  and  almost  always  a  greater  private  and  public  mischief,  than 
leaving  the  original  wrong  without  atonement.  It  may  seem  hard  that  a 
claim,  originally  just,  should  be  defeated  by  mere  lapse  of  time  ;  but  there 
is  a  time  after  which  (even  looking  at  the  individual  case,  .ind  without  re- 
gard to  the  general  effect  on  th**  security  of  possessors)  the  balance  of 
hardship  turns  the  other  way.  With  the  injustices  of  men,  as  with  the 
convulsions  and  disasters  of  nature,  the  longer  they  rcmsiin  unrcpaircil,  the 
greater  become  the  obstacles  to  repairing  tlicin,  arising  from  the  after- 
growths which  would  have  to  be  torn  up  or  broken  through.  In  no 
human  transactions,  not  even  in  the  simplest  and  clearest,  does  it  foJlonv 
thai  a  thing  is  fit  to  be  done  now,  because  it  was  fit  to  be  done  sixty  years 
ago.  It  is  scarcely  needful  tu  rcmarii,  that  these  reasons  for  not 
disturbing  acts  of  injustice  of  old  date,  cannot  apply  to  unjust  systems  or 
institutions  ;  since  a  bad  hiw  or  usage  is  not  one  bad  act,  in  the  remote 
past,  but  a  perpetual  repetition  of  bad  acts,  as  long  as  ihe  law  or  usage 
lasts. 

Such,  then,  being  the  essentials  of  private  property,  it  is  now  to  he  con- 
sidered, to  what  extent  the  forms  in  which  the  iosttiution  has  existed 
in  different  stales  of  society,  or  still  exists,  are  necessary  consequences 
of  its  principle,  or  are  recommended  by  the  reasons  on  which  it  is 
grounded. 

§  3-  Nothing  is  implied  in  property  but  llic  right  of  each  to  his 
own  faculties,  to  what  lie  can  produce  by  them,  and  lo  whatever  he  can 
get  for  them  in  a  fair  market  ;  together  with  his  right  in  give  this  to 
another  person  if  he  chooses,  and  the  right  of  that  other  to  receive  and 
enjoy  it. 

It  follows,  therefore,  that  although  the  right  of  bequest,  or  gift  after 
death,  fonns  part  of  the  idea  of  private  property,  the  nght  uf  inhLTitance, 
as  distinguished  from  bequest,  dues  not.  That  the  prujxrty  of  a  person 
who  hii5  made  no  disposition  of  it  during  his  lifetime,  slumld  pa.ss  first  to 
children,  and  failing  them,  to  his  nearest  relations,  may  he  a  proper 
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firrangemont  or  not,  but  is  no  cons eqn met*  nf  tlic  principle  of  private 
projicny.  ■  Although  there  belong  to  the  decision  nf  sucn  questions  many 
coTisitierations  besides  those  of  pohtical  economy,  it  is  not  foreign  to 
the  plan  of  this  work  to  suggest,  for  the  judgment  of  thinkers,  the  vk*w  of 
them  which  mcst  recommends  itself  to  the  writer's  mind. 

No  presumption  in  favour  of  existing  ideas  tin  this  subject  is  to  be 
dcrivcti  from  thcif  aniicjuity.  In  early  ages,  the  property  of  a  decciised 
person  passed  to  his  children  and  nearest  relatives  liy  so  natural  and 
obvious  an  arrarg'cnienl,  that  no  other  could  ever  have  been  thought  of  in 
competition  with  it.  In  the  first  place,  they  were  usually  prcScni  on  the 
spot :  they  were  in  possession,  and  if  they  had  no  other  title,  had  that,  so 
important  in  an  early  stiite  of  society,  of  first  occupancy.  Secondly,  they 
were  already,  In  a  manner,  joint  nwnersof  his  properly  during  Iws  life.  If 
the  property  w'as  in  land,  it  hnd  generally  been  conferred  by  the  state  nn 
a  family  rather  than  on  an  individual  :  if  it  consisted  of  cattle  or  moveable 
-goods,  it  had  probably  been  acquired,  and  was  certainly  protected  and 
defended,  by  the  united  efforts  of  all  meiiibcrs  of  the  family  who  were  of 
an  age  to  work  or  figtit.  Exclusive  individual  property,  in  the  modem 
sense,  scarcely  entered  into  the  ideas  of  the  time  ;  and  when  the  first 
magistrate  of  the  association  died,  he  really  left  nothing  vacant  but  his 
ott-n  share  in  the  division,  which  devolved  on  (he  member  of  the  family 
who  succeeded  to  his  authority.  To  have  disposed  of  the  property  other- 
wise, would  have  been  to  break  up  a  little  commonwealth,  united  by  ideas, 
interest,  and  habits,  and  to  cast  them  adrift  on  the  wcrld.  These  con- 
Bidcrations,  thouijh  rather  felt  th.m  reasoned  about,  had  so  great  an 
influence  on  the  minds  of  mankind,  as  to  create  the  idea  of  an  inherent 
right  in  the  children  to  the  possessions  of  their  ancestor  ;  a  right  which  it 
was  not  competent  to  himself  to  defeat.  liequest,  in  a  primitive  state  of 
society,  was  seldom  reco^niiscd  ;  a  clear  proof,  were  there  no  other,  that 
property  was  conceived  in  a  manner  totally  different  from  the  conception 
of  it  in  the  present  time, 

But  the  feudal  family,  the  last  historical  form  of  patriarchal  life,  has 
long  perished,  and  the  unit  of  society  is  not  now  the  family  or  clan,  com- 
posed of  all  the  reputed  descendants  of  a  common  ancestor,  but  the 
mdividtial  ;  or  at  most  a  pair  of  individuals,  wilh  their  uncmancipaled 
children.  Property  is  now  inherent  in  individuals,  not  in  famihes ; 
the  children  when  grown  up  do  not  follow  the  occupations  or  fortunes  of 
the  parent  :  if  they  participate  In  bis  pecuniary  means  it  is  at  his  pleasure, 
and  nrt  by  a  voice  in  the  ownership  and  government  of  the  wiiole,  but 
l^cncrally  by  the  exclusive  enjoyment  of  a  part :  and  in  this  country 
'at  least  (except  as  far  as  entails  or  other  settlements  are  an  obstacle) 
il  is  in  his  power  to  disinherit  even  his  children,  and  leave  his  fortune  lo 
strangers.  More  distant  relatives  are  in  general  ulmost  as  completely 
detacned  from  the  family  and  its  Interests  as  if  they  were  in  no 
way  canrecied  with  it.  The  only  claim  ihey  are  supposed  to  have  on 
iheir  richer  relations  is  to  a  preference,  rrtr/cn's  parifius,  in  gond  offices,  and 
some  aid  in  case  of  actual  necessity. 

So  great  a  change  in  the  constitution  of  society  must  make  a  con- 
siderable difference  in  the  grounds  on  which  the  disposal  of  property 
by  inheritance  should  rest.  The  reasons  usually  assigned  by  modern 
n-ritcrs  for  giving  the  property  of  a  person  wTio  dies  intestate  to  the 
children,  or  nearest  relatives,  arc  first,  the  supposition  that  in  so  disposing 
t(  it,  the  law  is  more  likely  thau  In  any  other  mode  to  do  what  th« 
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prnpriclor  himself  would  have  done,  if  he  had  rtone  anylhingr ;  and 
secondly,  the  hardship,  lo  those  who  lived  with  their  pnrcn:  and  partook 
in  his  opulence,  of  being  cast  down  from  the  enjoyments  of  wealth  into 
puverly  and  privation. 

There  is  forCo  in  both  these  arguments.  The  law  certainly  otiglit 
lo  do,  for  the  childreii  or  dependaivis  of  an  intestate,  uliatever  it  <*a9 
liie  duty  of  the  parent  or  protector  to  have  dune,  Init  frntii  accident  of 
negligence  or  worse  causes  lie  failed  to  do.  Wheilier  it  would  b« 
possible,  by  means  ot  .1  public  adininistrator  of  intestate  estates,  to  take 
cognizance  of  special  claims  and  sec  justice  done  in  detail,  is  a  question 
of  some  difficnlly  into  which  I  forbear  to  enter.  1  shall  only  cuusidcr 
what  might  wiili  best  reason  be  laid  down  as  a  general  rule. 

We  may  first  remark,  tliLii  in  regard  lo  collateral  relations,  It  is  not,  un- 
less from  special  and  peculiar  causes,  the  duty  of  any  one  to  make 
a  pecuniary  provision  for  ihem.  No  one  now  expects  it,  unless  there 
happen  to  be  mi  direct  heirs  ;  nor  would  it  be  expected  even  then,  if  the 
expectation  were  not  created  by  the  provisions  of  the  law  in  case  of 
intestacy.  1  see,  therefore,  no  reason  why  collateral  inheritance  should 
exist  at  all.  ^fr.  Ucntham  loug^  ago  proposed,  and  other  high  anihnrities 
have  ai;[reed  in  ihe  opinion,  that  if  there  are  aa  heira  cither  in  the  descend* 
ing  or  in  the  ascenaing-  line,  the  property,  in  case  of  intestacy,  should 
escheat  to  the  state.  There  is  no  good  reason  why  the  accumulations  of 
seme  childless  miser  should  on  his  death  (as  every  now  and  tlicii  Iiappen^ 
go  to  enrich  a  distant  relative  who  never  saw  Iiini,  whn  perhaps  never 
knew  himself  to  be  related  to  him  until  there  was  something  to  be  gained 
by  it,  and  who  had  no  moral  claim  ityon  him  of  any  kind,  mol'e  ihati  ih« 
most  entire  sifanger.  Where  collaterals  have  real  claims,  those  claims 
are  personal,  and  the  proper  mode  of  paying  regard  to  them  is  by  bequest. 
That  dtity  may  be  nef^Vcted,  but  is  not  more  likely  to  be  so  in  the  case  of 
relatives  than  of  stranj^ers,  who  may  have  just  as  strong  claims  of  the 
same  nature.  It  any  near  relatives,  known  to  be  such>  were  in  a  state  of 
indigence,  a  donation,  or  a  small  pension,  according  to  circumstances, 
migljt,  in  case  of  intestacy,  be  assigned  to  them  when  the  stale 
appropriated  the  Inheritance.  This  would  be  a  justice,  or  a  generosity, 
which  they  do  not  experience  from  the  presf  nt  law,  since  that  gives  all  to 
the  nearest  collaterals,  however  great  may  be  the  necessities  of  those  more 
distant. 

The  claims  of  children  are  of  a  difTerent  nature  :  tho^r  are  real,  and  in- 
dcfe;i5i!)Ie.  Bm  evcQ  of  these,  I  veitture  to  tliink  that  the  measure  usually 
taken  is  an  erroneous  one  :  what  is  due  to  children  is  in  some  rcipt^cts 
underrated,  in  others,  as  it  appears  lo  me,  exaggerated.  One  of  the  most 
binding  of  all  obligations,  that  of  not  bringing  children  into  the  world 
unless  ihcy  can  bcmaint.iined  in  ronifort,  and  brought  up  with  a  likelihood 
Qf  its  continuance,  is  both  disregarded  in  practice  and  made  light  of  in 
theory  in  a  manner  disgraceful  to*  human  intelligence.  On  the  other 
hand,  when  the  parent  possesses  property,  the  claiiiis  of  the  children  upon 
It  seem  to  me  lo  be  the  subject  of  an  opposite  error.  Whatever  fortune  a 
parent  may  have  inherited,  or,  still  more,  may  have  acquired,  I  cannot 
admit  that  he  owes  to  his  children,  merely  because  they  are  his  children, 
to  leave  them  rich,  without  the  necessity  of  any  exertion.  1  could  not 
admit  it,  even  if  ty  be  so  left  were  always,  and  certainly,  for  the  good  of 
the  children  themselves,  But  this  is  in  the  l^jguest  licgrec  uncertain.  It 
depends  on  individual  character,    ^VjijjQyt'  supposinj;  extr?me  cases,  it 
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may  be  affirmed  that  in  a  majority  of  instances  ilie  good  not  only  ot 
society  but  of  the  individuals  would  he  better  consiilied  hy  bequeathing  to 
(hem  a  mcidcnne,  raiher  than  a  larg^e  provision,  Tliis,  which  is  a  common- 
[ibce  of  moralists  ancient  and  modern,  is  felt  to  be  mic  hy  mnny  intelligent 
parents,  and  would  be  actal  upon  much  more  frequently,  if  they  did  not 
allow  themselves  to  consider  It&s  what  really  is,  than  what  will  be  thought 
by  others  to  be,  adv;intageous  lo  the  children. 

Tlie  duties  of  parents  to  their  children  arc  those  which  are  indissolubly 
attached  to  the  fact  of  caiiainif  the  existence  of  a  human  being.  Tha 
parent  owes  la  society  to  endeavour  to  make  the  child  a  good  and  valiiable 
member  of  it,  and  owes  to  his  children  to  provide,  so  far  as  depeuds  on 
him,  such  education,  and  such  appliances  and  means,  as  wilt  enable  them 
tu  start  with  a  fair  chance  of  a  successful  life.  To  (his  every  child  has  a 
claim  ;  and  !  cannot  iKlmit,  that  as  a  child  he  has  a  claim  to  more. 
There  is  a  case  in  which  these  ohligaiions  present  themselves  nakedly, 
wiihout  any  extrinsic  circumst^mces  to  disguise  or  confuse  them ;  it  is  that 
of  an  illegitimate  child.  To  such  a  child  it  is  gencnilly  felt  that  there  is 
'  uc  from  the  parcni,  the  amount  of  provision  for  his  welfare  which  will 
able  liim  to  make  his  life  on  the  whole  a  desirable  one.  I  hold  thai  lo 
child,  merely  as  such,  anything  more  is  due,  than  what  is  admitted  to 
due  to  an  illegitimate  child  ;  and  that  no  child  for  whom  thus  much 
las  been  done,  has,  unless  on  the  score  of  previously  raised  expectation 3, 
y  grievance,  if  the  remainder  of  the  jiarent's  fortune  Is  devutcd  lo 
.tbiic  uses,  ur  to  Uie  benefit  of  individufds  on  whom  In  the  parent's 
fcpinion  il  is  better  bestowed. 
In  order  to  give  the  children  that  fair  chance  of  a  desirable  existence, 
which  they  are  enlitled,  it  is  generally  necessary  that  they  should  noi 
brought  up  from  childhood  in  habits  of  luxury  wJiich  [hey  will  not  have 
e  means  of  indulging  in  after-life.  This,  again,  is  a  duty  often  flagrantly 
riolatcd  by  possessors  of  terminable  incomes,  who  have  little  property  to 
leave.  When  the  children  of  rich  parents  have  lived,  as  to  a  certain 
ilcgrec  it  is  natural  they  should  do,  in  habits  corresponding  to  the  scale  of 
jxmditurc  in  which  the  parents  induk-e,  it  is  generally  the  duty  of  the 
rents  to  ma^e  a  greater  provision  tor  them,  than  wuidd  suffice  for 
ildren  othcnvisn  brought  up.  I  say  generally,  because  even  here  there 
another  side  to  the  queslion.  It  is  a  proposition  quite  capable  of  being 
maintained,  that  to  a  strong  nature,  which  has  to  make  its  way  against 
narr<jw  circumstances,  to  liave  known  early  some  of  the  feeUngs  and 
[lericnces  of  wealth,  is  on  the  whole  an  adviinlage  both  in  the  furmattau 
character  and  in  the  happine-ss  of  life.  But  ordinary  rules  of  conduct 
re  not  framed  to  suit  strong  natures,  and  it  is  mostly  true,  that  children 
have  a  just  ground  of  complaiul,  who  have  been  brought  up  more 
luxuriously  than  lliey  arc  afterwards  enabled  to  live.  Their  claim, 
therefore,  Is  guod  to  a  prov  isiuu  bearing  some  relation  to  the  mode  of 
heir  bringing  up.  But  this  too  is  a  "claim  which,  ihong^h  just  in  itself,  is 
rticularfy  liable  lo  be  stretched  further  than  its  reasons  warrant  The 
se  is  exactly  that  of  the  younger  children  of  the  nohiliiy  and  landed 
;cntry,  the  bulk  of  whose  fortune  passes  to  the  eldest  son,  The  other 
ns,  who  arc  usually  numerous,  are  brought  up  in  the  same  habits  of 
'uxur>'  as  the  future  heir,  and  they  receive,  as  a  younger  brother's  portion, 
nerally  what  the  reason  of  the  case  dictates,  namely,  enough  to  support, 
Tn  the  habits  of  life  to  which  they  arc  accustomed,  themselves,  hul  not  a 
ivifq  and  children.     It  really  is  no  grievance  to  any  man,  that  foj-  ihj 
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means  t>f  inarrying  and  of  supporiiiig  a  family -he  has  to  depend  on  his 
own  exertions. 

A  provision,  then,  such  as  is  admitted  to  be  reasonable  in  the  case  of 
illegitimate  children,  of  younger  children,  wliercver  in  short  the  justice  of 
the  case,  and  the  real  inlerests  of  the  individuals  and  of  society,  are  the 
only  Uiiiiy;s  considered,  is,  I  conceive,  nil  that  parents  owe  to  their 
children,  and  all,  thercfnre,  which  the  state  ciues  to  the  children  of  those 
who  die  intestate.  The  surplus,  if  any,  I  hold  that  it  may  rightfully 
appropriate  to  the  general  purposes  of  the  Cfimiminiiy.  I  would  not, 
however,  be  so  far  misunderstood  as  to  be  supposed  to  recommend  that 
parents  should  not  do  more  for  their  children  than  what,  merely  as 
children,  they  have  a  moral  rij;ht  to.  In  some  cases  it  is  imperative,  in 
many  laudable,  and  in  all  allowable,  to  do  much  more.  For  this,  how- 
ever, the  means  are  afforded  by  the  liberty  of  bequest.  It  is  due,  not  to 
the  children  but  to  the  parents,  that  they  should  have  the  pnwer  of 
showing  marks  of  alTectiun,  of  requiting  scr\-iccs  and  sacrifices,  .ind  of 
bestowing  their  wealth  according  to  their  own  preferences,  or  their  own 
judgment  of  fitness. 

§  4.  Whether  the  power  of  bequest  should  itself  be  subject  to  limitation, 
5s  an  ulterior  question  of  no  little  importance.  Unlike  inheritance '■/i  i'ntes- 
tixio,  bequest  is  one  of  the  aitribuies  of  properly  :  the  ownership  of  a.  ihing 
cannot  be  looked  upon  as  complete  without  the  power  of  bestowinj^  it,  nt 
death  orduring  life,  at  the  owner's  pleasure  :  and  all  the  reasons,  which  re- 
commend llmt  private  property  shuuM  exist,  recommend  pro  ianto  this  ex- 
tension of  i(.  But  properly  is  only  a  means  to  an  end,  not  itself  the  end. 
Like  all  other  propnetai-y  rights,  anc5  even  in  a  greater  degree  than  niost^ 
the  power  of  bequest  is  liable  to  conflict  with  objects  still  more  iniportant. 
It  does  so,  when,  not  content  with  bequeathing  an  estate  to  A,  the  testator 
prescribes  th:iE  on  A's  death  it  sh.iU  pass  to  his  eldest  son,  and  to  that 
son's  son,  and  so  on  for  ever.  No  doubt,  persons  have  occasionally 
exerted  themselves  more  strenuously  to  acquire  a  fortune,  from  the  hope 
of  founding  a  f;miily  in  perjjetuity  ;  but  the  mischiefs  to  socicSty  of  such 
perpetuities  outweigh  the  value  of  this  incentive  to  exertion,  and  the 
incentives  in  the  case  of  those  who  have  the  opportunity  of  making  large 
fortunes  are  strong  enough  without  it.  A  similar  abuse  of  the  power  of 
bequest  is  committed  when  a  person  who  does  the  meritorious  act  of 
leaving  property  for  public  uses,  attempts  to  prescribe  the  details  of  its 
application  in  perpetuity;  when  in  founding  a  place  of  education  ^for 
instance)  he  dictates,  for  ever,  what  dtnrtiiues  shall  be  taught.  It  being 
impossible  that  any  one  should  know  what  doctrines  ivlll  be  fit  tt>  be 
taught  after  he  has  been  dead  fur  centuries,  the  law  onght  not  to  give 
effect  to  such  dispositions  of  property,  unless  subject  ta  the  pcrpetiul 
revision  (after  a  certain  interval  has  elapsed)  of  a  filling  authority. 

These  are  obvious  limitations.  Hut  even  the  simplt-st  exercise  of  the 
right  of  bccjucst,  that  of  dctennining  the  per5oii  to  whom  property  shall 
pass  immediately  on  the  death  of  the  testator,  has  alw.ays  been  reckoned 
among  the  piivileges  which  might  be  limited  or  varied,  according  to 
views  of  expediency.  The  limitations,  hitherto,  have  been  almost  snlelv 
in  favour  of  children.  In  England  the  ri^dit  is  in  principle  unlimited, 
almost  the  only  iu^pediment  being  tliat  arising  from  a  settlement  by  a 
'ormcr  proprietor,  in  which  case  the  holder  for  the  time  cannot  indeed 
ueath  his  possessions,  but  only  because  there  is  nothing  to  bequeath, 
ivinif  merely  a  life  interest.    By  tha  Ronun  Law,  on  which  the  civil 
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^isbtion  of  ihe  Coniinent  of  Europe  is  principally  founded,  bequest 

originally  was  not  pennitlfd  .it  all,  and  eveti  nfler  it  was  Iniroiluccd,  a 
itgiiima pertso  was  compulsorily  reserved  for  each  child  ;  and  such  \%  still 
ibc  law  in  some  of  ihc  Contincnt.il  nations.  Uy  the  French  l.iw  since  the 
Revolution,  the  parent  can  only  dispose  by  wiU  of  a  portion  cyual  la  die 
share  of  one  child,  each  of  the  children  taking  iui  equal  ponioa  This 
entail,  as  it  may  be  called,  of  the  bulk  of  every  one's  property  upon  the 
children  collecti\-eIy,  seems  to  me  as  little  defensible  iti  principle  as  an 
cntrtil  in  favour  of  one  child,  thoug-h  it  does  not  shock  so  directly  the 
sentiment  of  justice.  It  is  C]uestion.iljte  whether  parents  should  be  com- 
LL-lled  to  leave  to  their  children  even  that  pruvision  which,  as  children, 
I  have  contended  tliat  ihey  have  a  moral  claim  to.  Children  may  forfeit 
that  claim  by  general  un worthiness,  or  particular  ill-coiiduci  to  the 
parents :  they  may  have  other  resources  or  prospects :  what  has  been 
previously  done  for  them,  in  the  way  of  education  and  advancement  in 
life,  may  fully  satisfy  their  moral  claim ;  or  others  may  have  cl.iims 
superior  to  theirs.  If  they  are  of  age  and  strength  to  provide,  however 
humbly,  for  themselves,  the  iiiaintenaiKe  of  some  authority  in  the  parent 
by  the  power  nf  disinheriting,  is  perhaps  expedient.  But  however  the 
case  may  be  as  to  a  mere  provision,  I  hold  that  justice  and  expediency 
arc  wholly  against  compelling  anything  beyond.  That  a  person  should 
be  certain  from  childhood  of  SL-cceeding  to  a  large  fortune  independently 
of  the  good  will  and  affection  of  any  human  being,  is,  unless  under  very 
favour.ible  Influences  of  other  kinds,  almost  a  fatal  circumstance  in  his 
ucatior, 
'J'he  extreme  restriction  of  the  power  of  bequest  in  French  law,  was 

dopted  as  a  democratic  expedient,  to  breaU  down  the  custom  of  primo- 
geniture, and  co\mieract  the  tendency  of  inherited  propert>'  to  collect  in 
large  masses.  1  agree  in  thinking  these  objects  eminently  desirable  ; 
but  the  means  used  are  not,  i  think,  the  most  judicious.  Were  1  fnuning 
a  code  of  laws  accoi-ding  to  what  seems  to  me  best  in  iisclf,  without 
regard  to  existing  opinions  and  sentiments,  I  should  prefer  to  rc^itrict, 
not  what  any  one  might  bequeath,  but  what  any  one  should  be  permitted 
to  acquire,  by  bequest  or  inheritance.  E.ich  person  should  have  power 
to  dispose  by  will  af  his  whole  propierty  ;  but  not  to  lavish  it  in  enriching' 
mc  one  individual,  beyond  a  certain  maximunx,  which  should  be  tixed 
fflciently  high  to  aiford  the  means  of  comfortable  independence.  The 
inequalities  of  property  which  arise  from  unequal  industrj',  frugality, 
perseverance,  talents,  and  even   opportunities,  are  insepdrable  from  the 

nnciple  of  private  property,  and  if  we  accept  the  print;iple,  we  must  bear 

ith  tnese  consequences  of  it :  but  I  see  nothing  objectionable  in  hxing  a 
it  to  what  any  one  may  acquire  by  the  mere  favour  of  others,  without  any 
exercise  of  his  faculties,  and  in  requiring  that  if  he  desires  any  further 
accession  of  fortune,  he  shall  work  for  it.  I  do  not  conceive  that  the 
degree  of  limitation  which  this  would  impose  on  the  right  of  bequest, 
would  he  felt  as  a  burlhensomc  restraint  by  any  testator  who  estimated  a 
large  fortime  at  its  true  \'alue,  that  of  the  pleasures  and  advantages  tliat 
can  be  purchased  with  it :  on  even  the  most  extravagant  estimate  of 
which,  it  must  be  apparent  to  every  one,  that  the  difference  to  the  happi- 
ness of  the  possessor  between  a  moderate  independence  and  five  times  as 
■"wch,  is  insignificant  when  weighed  against  the  enjoyment  that  might  be 

;ivcn,  and  the  permanent  benefits  diffused,  by  some  other  dls^sa.1.  ttl  v^iiit 

~iir-fifths.    iio  long  indeed  as  the  opinion  ^racucaUv  ^■'^''■*^^\'^^'^''- '*^'* 
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best  thinjf  wTiich  can  be  done  for  an  object  of  afTcctinn  is  lo  heap  on  him 
to  saticiy  all  the  external  good  things  of  life,  llierc  miylu  Lie  linle  use  in 
enacting  such  a  law,  even  if  it  were  posslljle  to  gel  it  passtd,  since  if 
there  were  the  indination,  there  would  L'ftncrally  be  the  power  of  evading 
it  The  law  would  be  unavailing'  unlrss  the  popular  sentiment  went 
energetically  along  with  it ;  which  {judyinjj  from  the  tenacious  adherence 
nf  public  opinion  in  France  lo  the  law  of  compulsory  division)  it  would 
ill  some  suites  of  society  and  government  be  very  likely  to  do,  however 
much  the  contrary  may  be  the  fact  In  England  and  at  the  present  time. 
If  the  restriction  could  be  made  practically  effectual,  the  benefit  would  be 
greaL  Wealth  which  could  no  longer  be  employed  in  enriching  a  few, 
would  either  be  devoted  trJ  objects  of  public  usefulness,  or  if  bestowed  on 
individuals,  would  be  distribHted  among  a  larger  number.  While  those 
cnonrous  fortunes  which  no  one  needs  for  any  personal  purpose  but 
ostentation  or  improper  power,  would  become  much  less  numerous,  there 
would  be  a  great  multiplication  of  families  in  easy  circumstances,  with 
the  advantages  of  leisure,  and  all  the  real  enjoyments  which  wealth  can 
give,  except  those  of  vanity ;  a  class  by  whom  the  services  which  a  nation 
is  entitled  to  expect  from  its  leisured  classes,  cither  by  their  direct  exer- 
tions or  by  the  tone  they  give  to  the  feelings  and  tastes  of  the  public, 
would  be  rendered  in  a  much  more  beneficial  manner  than  at  present. 
A  larpe  portion  also  of  ihc  accumulations  of  successful  industry  would 
probably  be  devoted  to  public  uses,  either  by  direct  bequests  to  the  state, 
or  by  the  endowment  of  institutions  ;  as  is  already  done  very  largely  in 
the  United  Stales,  where  the  ideas  and  practice  in  lUe  mRlier  of  in- 
heritance seem  to  be  unusually  rational  and  benciicial* 

§  ^.  The  next  point  to  be  considered  is,  whether  the  reasons  on  which 
the  mstitulion  of  property  rests,  arc  applicable  to  all  things  in  which  a 
rifiht  of  exclusive  ownership  is  at  present  recognised  ;  and  if  not,  on  what 
other  grounds  the  rt^cof^tiition  is  defcn&ihle. 

'Jhc  essential  principle  of  property  being  to  assure  to  all  persons  what 
they  have  produced  by  their  labour  and  accumulated  by  their  abstinence, 
this  principle  cannot  apply  to  what  is  not  the  prnduce  of  labour,  the  nuv 
material  orf  the  earth.  If  the  land  derived  its  produciive  power  wholly 
from  nature,  and  not  at  all  from  industry,  or  if  tncrc  were  any  means  of 
discriminating  what  is  derived  from  each  source,  it  not  only  would  not  be 
necessary,  but  it  would  be  the  hei>;ht  of  injustice,  to  let  the  gift  of  nature 
be  engrossed  by  a  few.    The  use  of  the  land  in  agriculture  must  indeed, 

*  •  Munificent  bcqiicst*  .ind  ionntions  fcr  public  purpose,  wlipiiiercharilahlc  ot 
etlucfitioTinl,  form  a  slriking  feature  in  the  motlern  history  of  the  Uriic<l  Slates,  ami 
esjitfclaliy  of  New  Enclnn!.  Nnl  wriy  is  it  common  fm  rich  capilnlisls  to  Kavc  by 
^^ill  ajxirlion  of  llioir  fcrlunc  towarils  ilic  endowment  of  nalional  institution!,  but 
indivitlunls  durinjj  their  lifetime  make  maRriiiccnl  gnnli  «f  nmney  for  the  same 
olijett5,  Tlific  IS  liiTc  no  commilsory  law  fiit  ihe  equal  partiiion  of  properly 
among  children,  as  in  Fr(i;ice,  and  on  the  other  hand,  micustom  of  entail  or  primo- 
(^nimcc,  as  in  linglanii,  so  ihat  ihe  alllucnt  feci  ihemsi-lvcsat  libcrly  lo  share  Ihi-ir 
weallli  liclwccn  llicir  kintlied  and  ihc  jnibllc  ;  it  being  iiniJOSsiWc  to  found  a  family, 
and  parenls  having  freauciitly  llie  happiness  of  Bccit3g  all  their  children  well  pro- 
videa  for  and  independent  long  before  their  death.  I  have  *ccii  a  list  of  Iwimcsta 
and  donations  made  during  the  ln>l  thirty  years  for  the  l>enefit  of  rtliRious,  charit- 
able, and  hteraty  initiluiions  in  the  slate  of  Massachusctls  nlone,  and  ihey 
Amounted  lo  no  less  a  .<.iiin  than  six  millions  of  dollars,  or  more  ibar  a  ntilliuri 
Jtcrling.' — Lycll's  7'razf/s  in  Amen'cay  vol,  i.  p.  26^ 
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for  tTic  lime  being,  be  of  necessity  exclusive :  the  same  person  wlio  has 

rploiiyliefl  and  sciwn  must  be  periiiincd  to  reap:  but  the  land  might  he 

cupitol  for  oap  scison  only,  n?;  amting-  the  ancient  Clemians  ;  or  niiiiht  be 

nodically  redividcd  as  popjlaiion  increased  :  or  the  state  might  be  the 

ivcrsal  landlord,  and  the  cultivators  tenants  under  it,  cither  an  lease  or 

.twill. 

Bui  though  land  is  not  the  produce  of  industry,  most  of  its  valuable 

qualities  aie  so.      Labour   is  not   only  requisite  for  usiny,  but  almost 

equally  so  for  fflshionint,',  the  instrument.    Considerable  labour  is  often 

required  at  ttie  com  men  cement,  to  dear  the  land  for  cultivalion.      In 

muuy  cases,  even  when  cleared,  its  productiveness  is  wholly  the  eSect 

of  labour  and  art-     The  Bedford  Level  produced  litUe  or  ntuhing  until 

artificially  drained.     The  bo"S  of  Ireland,  until  the  same  ihiiiff  is  done  to 

them,  can  produce  little  besides  fuel     One  of  the  barrenest  soils  in  the 

orld,  composed  of  the  material  of  the  Goodwin  Sands,  the  Pays  de 

aes  in  Flanders,  has  bi:cn  so  fertilized  by  industry,  as  to  have  become 

e  of  the  most  ]>rodi]ctive  in  Europe.    Cultivation  also  requires  buildin^is 

and  fences,  which  nre  wholly  the  produce  of  labour.     The  fruits  of  this 

industry  cannot  be  reaped  iu  a  short  period.    The  labour  and  outlay  are 

immediate,  the  benefit  is  spread  over  many  years,  perhaps  over  all  future 

lime.     A  holder  will  nut  incur  this  labour  and  outlay  when  his  successors 

d  not  him^lf  will  be  benefited  by  it.     If  he  undertakes  such  improve- 

ents,  he  must  have  a  long  period  before  him  in  which  to  profit  by  ihcm : 

d  he  cannot  continue  always  to  have  a  long  time  before  him,  unless  his 

:nurc  is  perpetual.* 

§  6.  These  arc  the  reasons  which  form  the  justitication,  in  an  economical 
int  of  view,  of  properly  in  hnd.     U  is  seen,  that  they  are  only  valid,  in 

'  Ce  qui  ilonn.iit  k  riiomme  I'irlellintTce  ct  la  Constance  dans  scs  travaux,  qui 
iifaisnit(ling<;i  lous  sci  cITorts  vers  uii  liul  utile  i  sa  race,  t'ciaitlc sentiment  dc  la 
pFtjKtuUc-  Lcs  temins  Ics  plus  fciijlej  "aont  loujours  ccux  que  1«  caux  oot 
aipo&iB  le  loiig  tie  leiir  court,  miiis  ce  soiit  aii!.&i  ceux  qu'tlles  men^cenl  de  leurs 
^^^cndatiuns  ou  cju'cllcs  corronipcot  \>!iz  des  marccagej.  Avcc  k  garantie  dc  La 
^^Brr)H'tuit*;,  I'lionitnc  cnireprit  de  lun^  ct  pcuiblcs  travaux  pour  donncr  3Ux 
^^^urecages  un  ecDLilttineut,  jKiiir  i-lever  cles  digues  cotitre  les  icondatKjns,  pour 
^HbMirtir  par  dw  cflnaux  d'arrosemeiii  des  eaux  rertilisnntcs  sur  lcs  ni^irci  champs 
H^^K  les  nicnKS  caux  coiidamnaicnt  i  l&  st<Frilttc.  Sous  U  ircme  garontie,  I'homnic, 
'  5e  se  conlctilant  plus  tW  fiuit&  xunuels  de  la  lerre,  a  dt-mek'  pnrnii  la  vj^^attun 
Kituvdfje  lcs  planlrs  vivaccs,  lcs  arbuste^,  les  arbres  qui  pouvatent  lui  i-tre  utiles,  Jl 
lcs  a  pcrft.'cli<>nn(^  par  l:i  ctuUutCi  il  a  change  en  quelquc  sortc  leur  essence,  ct  il 
lcs  a  itioliiiilics.  rauiii  les  fiuits,  en  diet,  on  tn  reconnaiL  que  J«  siecles  do 
—■Iiure  uut  Bcu!s  pii  anicncr  a  la  jicTfcction  qu'ils  ont  ulteinte  aiijniiid'hui,  tandis 
,e  rl'aulrcii  ont  el^  inijiorlts  dcs  rcfjitins  hs  plus  loinlnines.  L'homme  tn  mSme 
np«  a  ouvert  la  Icrrc  Juiwqu'a  une  ^Tande  jirufondcur,  pur  renmiveler  son  sol,  el  le 
tili!(«r  par  Is  inclnn(;c  r.k-  ses  parties  cl  les  impie^sions  dc  I'air  ;  il  ^  Hxi  sur 
;  colliRcs  la  tcrre  qui  s'en  ichaptjail,  et  il  a  couveri  la  face  entiire  de  la  cnm* 
gae  d'unc  vf^ctaiion  p.irtcnit  abondante,  et  p^ilout  mile  i  la  race  humaino. 
Liml  ies  iravniiXf  il  y  en  n  Hunt  il  he  recueillcra  Ic  fniit  qu'an  bout  de  dix  ou  da 
vingt  ana  :  il  y  en  a  d'aulrcs  doiit  scs  dcrniers  rcveux  jouironi  encore  dnns 
t>lu:iieun  siiclcs,  Tous  ont  concouru  i  au^mtnter  la  fi>rce  produclivcde  la  tuiture^ 
^  diirner  a  la  ntcc  humuiiic  un  revenu  in&iiimunt  plus  abondant,  un  Tcvcnii  doot 
unc  potuon  coniiddmblc  wt  cuntuiuuKk:  par  ceux  qui  n'ont  poinl  pari  a  fa  pro- 
priclif  lorriconalc,  ct  tjut  cependant  n'suralent  point  trouv^  dc  nourrlwire  sao^  ce 
partage  ilu  sul  tj^ui  sembk-  ks  avoir  deshtrilcs,'-— Sisniondi,  £/tufts  sur  fEco»temii 
fahiiiim,  Troisiirme  Kssai,  Pc  la  Uichcssc  TcnJtorialc. 
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so  Cir  as  the  proprietor  of  land  is  iis  improver.  WHienever,  in  any 
country,  the  proprietor,  generally  spsakinfT,  ceases  to  be  the  improver, 
poliliciil  economy  has  nothing  to  say  in  defence  of  landed  properly,  as 
there  cswhlished.  In  no  sound  theory  of  private  property  was  it  ever 
comcmpUtcd  that  the  proprietor  of  hmd  should  be  merely  a  smecurist 
quartered  on  JU 

In  Great  Britain,  iKe  landed  proprietor  is  not  unfreauenttyan  improver. 
But  it  cannot  be  said  that  it  is  generally  so.  And  in  tte  majority  of  cases 
he  grants  the  liberty  of  cultivaiion  on  such  terms,  as  to  prevent  improve- 
ments from  being  made  by  any  one  else.  In  the  southern  parts  of  the 
island,  as  there  are  usually  no  leases,  permanent  improvements  can 
scarcely  be  made  except  by  the  landlord's  capital :  accordingly  the  South, 
compared  with  the  North  of  England,  and  with  the  Lowland^sof  Scotland,  is 
extremely  backward  in  agricultural  improvemeni.  The  truth  is,  that  any 
very  general  improvement  of  land  by  the  landlords  is  hardly  compatible 
with  a  law  or  custom  of  primogeniture.  \Vlien  the  land  goes  wholly  to 
the  heir,  it  generally  goes  to  him  severed  from  the  pecuniary  resources 
which  would  enable  him  to  improve  it,  the  personal  property  being 
absorbed  by  the  provision  for  younger  children,  ;md  the  Land  itself  often 
heavily  burthencd  for  the  same  purpose.  There  is  therefore  but  a  small 
proportion  of  landlords  who  have  the  means  of  making  expensive  improve- 
ments, unless  they  do  it  with  borrowed  money,  and  by  adding  to  the 
innrlgages  with  which  in  most  cases  the  land  was  already  burthencd 
when  they  received  il.  But  the  position  of  the  owner  of  a  deeply 
mortgaged  estate  is  so  precarious  ;  economy  is  so  unwelcome  to  one 
whose  apparent  fortune  yreatly  exceeds  his  real  means,  and  the  vicis- 
situdes ol  rent  and  price  which  only  trench  upon  the  margin  of  his 
income  are  so  formidable  to  one  who  can  call  Utile  more  than  that 
margin  his  own  ;  that  it  is  no  wonder  if  few  landlords  iind  themselves 
in  a  condition  to  make  immediate  sacrifices  for  the  sake  of  future  profit. 
Were  they  ever  so  much  inclined,  those  alone  can  prudently  do  it,  who 
have  seriously  studied  the  principles  of  scientific  agriculture:  and  great 
landlords  have  seldom  seriously  studied  anything.  They  might  at  least 
hold  out  inducements  to  the  farmers  to  do  what  they  will  not  or  cannot 
do  themselves ;  but  even  in  granting  leases,  it  is  in  England  a  gener.il 
complaint  that  they  tie  up  their  tenants  by  covenants  grounded  on  the 
practices  of  an  obsolete  and  exploded  agriculture  ;  while  most  of  theni,  by 
withholding  leases  altogether,  and  giving  the  farmer  no  gii."Lranlee  of 
possession  beyond  a  single  harvest,  keep  the  land  on  a  footing  Little  more 
favourable  to  uoprovcmcnt  tlian  in  the  tmic  of  our  barbarous  ancestors, 

hnmctata  qoibii;  jugerti  libcras 

Fnijjcs  el  Ccrcrcm  fcrunl. 

Nee  cultum  ^ilncet  lonijiiur  anrniH, 

Landed  property  in  England  is  thus  very  far  from  completely  fulfilling 
the  conditions  wliich  render  its  existence  economically  justifiable.  But  if 
insuihcicntly  realized  even  in  England,  in  Ireland  those  conditions  are 
not  complied  with  at  all.  With  individual  exceptions  (some  of  them  very 
honourable  ones),  the  owners  of  Irish  estates  do  noiliing  for  the  land  but 
drain  it  of  its  produce.  What  has  been  epigramnialically  said  in  the 
discussions  on  '  peculiar  burthens '  is  literally  true  when  applied  to  them  ; 
hat  the  greatest  'burthen  on  land'  is  the  landlords.  Returning  nothing 
»  the  soit  they  consume  its  whole  produce,  minus  the  potatoes  strictly 
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necessary  to  keep  the  inhabitants  from  dying  of  famine  ;  and  when  Ihcy 
Iwve  any  notion  of  impn)vcmi:nt,  it  usually  consists  in  not  leaving  even 
this  pittance,  but  turning  out  the  people  to  beggarj',  if  not  to  starvation. 
When  landed  property  has  placed  itself  upon  ihls  footing  it  ceases  to 
be  defensible,  and  the  time  has  come  for  making  some  new  arrangement 
of  the  matter. 
When  the  'sacredness  of  property'  is  talked  of,  it  should  always  be 
membered,  that  this  sacredness  does  not  belong  in  the  same  dcyrcc 
landed  property.  No  man  made  the  land.  It  is  the  original  inheritance 
the  whole  species.  Public  reasons  exist  for  its  being  appropriated, 
ut  if  those  reasons  lost  their  force,  the  tbing^  would  be  nnjiist.  It  is  no 
hardship  to  anyone,  to  be  excluded  from  what  others  have  produced. 
They  were  not  bound  to  produce  it  for  his  use,  and  he  loses  nothing  by 
not  sharing  in  what  ochenvise  would  not  have  existed  at  all.  liut  it  is 
some  hardship  to  be  born  into  the  worid  and  to  find  all  nature's  gifts 
previously  engrossed,  and  no  place  left  for  the  new-comer.  Tn  reconcile 
people  to  this,  after  ihcy  have  once  admitted  into  their  minds  the  idea 
that  any  moral  rights  belong  to  them  as  human  heings,  it  will  always  be 
necessary  to  convince  them  that  the  exclusive  appropriation  is  gond  for 
mankind  on  the  whole,  themselves  included,  liut  this  is  what  no  sane 
human  being  could  be  persuaded  of,  if  the  rclHtion  bttwten  the  land- 
owner and  the  cultivator  were  the  same  cverjwliere  as  it  is  in  Ireland. 

Landed  property  is  felt,  even  by  those  most  tenacious  of  its  rifihis,  tobe 
a  different  thmg  from  other  property  ;  and  where  the  bulk  of  the  com- 
munity have  been  disinherited  of  their  share  of  it,  and  it  has  becnmc  the 
elusive  attribute  of  a  small  minority,  men  have  generally  tried  ti)  rc- 
incile  it,  at  least  in  theory,  to  their  sense  of  justice,  by  endeavouring  to 
ch  duties  to  it,  and  erecting  it  into  a  sort  of  magistracy,  either  moral 
If^al.  But  if  the  state  is  at  liberty  to  treat  the  ijossessors  of  land  as 
iblic  functionaries,  it  is  only  going  one  step  further  to  say,  that  it  is  at 
iberiy  to  discard  ihem.  The  claim  of  the  landowners  to  the  land  is 
altogether  sulmrdinalc  tn  the  genera!  policy  of  the  state.  The  principle 
of  property  gi^'cs  them  no  right  to  the  land,  but  only  a  right  to  compensa- 
tion for  whatever  portion  of  their  interest  in  the  land  it  may  be  the  policy 
of  the  state  to  deprive  them  of-  To  that,  their  claim  is  indefeasible.  It 
is  due  to  landowners,  and  to  owners  of  any  properly  whatever,  recognised 
as  such  by  the  stale,  that  ihey  should  not  be  dispossessed  of  it  without 
receiving  its  full  pecuniary  value,  or  an  annual  income  equal  to  what  they 
derived  from  it-  This  is  due  on  the  general  principles  on  which  property 
rests.  If  the  land  was  bought  with  the  produce  of  the  labour  and 
abstinence  of  themselves  or  their  ancestors,  compensation  is  due  to  them 
on  that  ground  ;  even  if  otherwise,  it  is  still  due  on  the  ground  of  pre- 
scription. Nor  can  it  ever  be  necessary  for  accomplishing  an  object  by 
which  the  community  altogether  will  gain^  that  a  particular  portion  of  the 
community  should  be  immolated.  When  the  property  is  of  a  kind  to  which 
peculiar  afieciions  attach  themselves,  the  compensation  ought  to  exceed  a 
hare  pecimiary  eatiivalenl,  r3ul,  subject  to  this  proviso,  the  state  is  at 
liberty  to  deal  witli  landed  property  as  the  general  interests  of  the  rom- 
mtmiiy  may  rcciuire,  even  to  the  extent,  if  it  so  happen,  of  doing  with  the 
whole,  what  is  aoue  with  a  part  whenever  a  bill  is  passed  for  a  railroad  or 
a  new  street.  I  do  nnt  pretend  that  occasions  can  often  arise  on  which  so 
drastic  a  measure  would  be  fit  to  be  taken  into  serious  consideration.  But 
even  if  this  ultimate  prerogative  of  the  slate  should  never  require  to  be 
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actually  exercisedj  it  Wight  nevenlieless  to  be  asserted,  becAuse  the  pnn. 
ciple  wliich  permits  the  greater  of  two  things  permits  the  less,  and  ihoufrh 
to  do  .^ll  A'hich  the  principle  wontd  sanction  should  never  be  advisable,  to 
do  much  less  than  Jill  not  only  may  be  so,  but  often  is  so  in  a  very  high 
degree.  The  community  has  too  much  at  stukc  iu  the  proper  cuUivation 
of  the  land,  and  in  the  conditions  annexed  to  the  occuiKiucy  of  it,  to  leave 
thc5C  thing's  to  the  discretion  of  n  class  of  pcreons  called  landlords,  when 
they  have'shown  themselves  unlit  for  the  tru:it.  TJic  lejjislaturc,  n-hich  if 
it  pleased  rai^=^ht  convert  the  whole  bndy  of  landlords  into  fundholders  or 
pensioners,  mi^hl,  a  fortiori^  commute  the  average  receipts  of  Irish  land- 
owners into  a  ^xetl  rent  charge,  and  raise  the  tenants  into  proprietors  ; 
suppoainjT  always  (without  which  these  acts  would  be  nothing  better  than 
roobcry)  that  the  full  market  value  of  the  laud  was  tendered  to  the  land- 
lords, in  case  they  preferred  that  lo  accepting  the  conditions  proposed 

There  will  be  another  place  for  discussing  the  various  modes  of  landed 
•  property  and  tenurCf  and  the  advanta-jcs  and  inconveniences  of  each :  in 
this  cliaptCL'  our  concern  is  with  the  riyht  Ilaclf,  the  grounds  which  justify 
it,  and  (as  a  corollary  fnun  those  grounds}  the  conditions  by  which  it 
should  be  limited.  To  me  it  seemsalmost  an  iixioni  that  property  in  land 
shotild  Itc  interpreted  strictly,  and  that  the  balance  in  all  c:i5es  of  doubt 
should  incline  against  the  proprietor.  The  reverse  is  the  case  with 
property  in  movcabIeS|  and  in  alt  thinifs  the  product  of  labour:  over 
tliese,  the  owner's  power  both  of  use  and  of  evrhiston  should  be  abaulute, 
except  where  positive  evil  to  society  would  result  fmni  it ;  but  in  the  case 
of  Lmd,  no  exclusive  riffht  should  be  permitted  in  any  individual,  which 
cannot  be  shown  to  be  productive  of  positive  good,  To  be  allowed  atiy 
exclusive  right  at  all,  over  a  jionion  of  the  common  irhcrilance,  while 
(here  are  others  who  have  no  portion,  is  ahcady  a  privilege.  No  quantity 
of  moveable  goods  which  a  person  can  acquire  by  his  labour,  prevents 
others  from  acc[uiring  the  like  by  the  same  means  ;  but  from  the  very 
nature  of  the  case,  whoever  owns  land,  keeps  it  from  somebody  else.  The 
privilege,  or  monopoly,  ia  only  defensible  as  a  necessary  evil ;  it  becomes 
an  injustice  when  carried  to  any  point  to  which  the  compensating  good 
does  nnt  follow  it. 

For  instance,  the  exclusive  right  to  the  laud  for  purposes  of  cultivation 
does  not  imply  an  exclusive  right  to  it  for  purposes  of  access  ;  and  no 
such  right  ought  to  be  recognised,  except  to  the  estent  necessary  to 
protect  the  produce  against  dainage,  und  the  owners  privacy  against  in- 
vasion- The  pretension  of  two  dukes  to  shut  up  a  part  of  the  Highlands, 
and  exclude  the  rest  of  m.inkind  from  many  square  miles  of  mountain 
scenery  to  prevent  disturbance  to  wild  animals,  i^  an  abuse  ;  it  exceeds 
the  legitimate  bounds  of  landed  property.  When  land  ia  not  intended  to 
be  cultivated,  no  good  reason  can  in  general  be  given  for  its  being  private 
property  at  all  ;  and  if  any  one  is  permitted  lo  call  it  his,  he  flught  to 
Know  that  he  holds  it  by  sufferance  of  the  cnmniuniry,  and  on  an  implied 
condition  that  his  ownership,  since  it  cannot  possibly  do  them  any  good, 
at  least  shall  not  deprive  them  of  any,  which  they  could  have  derived  from 
the  land  if  it  had  been  unappi-opriated.  Even  in  the  case  of  cultivated 
land,  a  man  whom,  though  only  one  among  millions,  the  law  permits  to 
hold  thousands  of  acres  as  his  single  share,  is  not  entitled  to  think  that 
nil  this  is  given  to  him  to  use  and  abuse,  and  deal  with  as  if  it  concerned 
nobody  but  himself  The  rents  or  profits  wliicli  he  can  obtain  from  it  are 
iia,  and  his  only ;  bul  with  regard  to  the  land,  in  everything  which  ha 
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Iocs  with  it,  and  in  cver^'lhing  which  he  abstains  from  doing,  he  is  morally 
ound,  and  should  whenever  thu  case  admits  be  legally  compelled,  to 
ake  his  interest  and  pleasure  consisieiidvlth  the  public  good.  The  sjjfcies 
,t  large  still  renins,  of  its  original  claim  to  the  soil  of  the  planet  which  it 
habits,  as  much  as  is  compatible  with  the  purposes  for  which  it  has 

parted  with  ihe  remainder. 

§  7.  Besides  property  in  the  produce  of  labour,  and  properly  in  land, 

ihere  are  other  things  which  are  or  have  been  wtbjects  of  properly,  in 
hich  no  proprietary  rights  ought  to  exist  al  all.  But  as  the  civilized 
orld  has  in  general  made  up  its  mind  on  most  of  these,  there  is  no 
eccisity  for  dwelling  on  tJicm  in  this  place.  At  the  head  of  tbeui,  is 
roperty  in  human  beings.  It  is  almost  superlluoiis  lo  observe,  that  this 
stitution  can  Ii.ive  no  place  in  any  society  even  pretending  to  be  founded 
1  justice,  or  on  fellowship  between  hnman  creatures.  ];lt,  iniquitous  aa 
is,  yet  when  the  alatc  has  expressly  legalized  it,  and  human  Icings,  for 
nemlions.  Lave  been  bought,  sold,  and  inherited  under  sanction  of  law, 
is  another  iiii.juiiy  tn  abolish  the  property  without  full  compensation. 
his  wrong  w.is  avoided  by  the  great  mcisurc  of  justice  in  1S33,  probably 
c  most  virtuous  act,  as  well  as  one  of  the  most  practically  beneficent, 
'er  done  collectively  by  a  nation.  Other  examples  of  property  which 
lUght  not  to  have  been  created,  are  properties  in  public  trusts  ;  such  as 
jdicini  offices  under  llie  old  French  ]('j-iuie,and  the  heritable  jiiriE^diclions 
hich,  in  ctiuniries  not  wholly  emerged  from,  feudality,  pass  wirli  the  land. 
ur  own  cot:n:ry  affords,  as  cases  in  i»oint,  that  of  a  ccmmission  in  the 
Tuy,  and  cf  an  advowson,  or  right  of  nomination  to  an  cedes lasticjil 
lencfice.  A  property  is  also  sometimes  created  in  a  light  of  taxing  the 
blic  ;  in  a  monopoly,  for  in-^ance,  or  other  exclusive  privilege.  These 
ibuses  prevail  most  in  scmi-baibarous  countries;  but  are  not  wiibaut 
;imple  in  Hie  most  civilized.     In  France  there  ate  several  Important 

trades  and  professions,  includinij  notaries,  attorneys,  brokers,  appraisers, 
rimers,  even  bakcis  and  buTchcrs,  of  which  the  numlicrs  are  limited  by 

law.  Tbe^/TTv/or  privilege  of  one  of  the  permitted  number  conscqfcnily 
in^s  a  high  price  ni  the  market.  There  is  in  tngland  a  court  of  justice 
the  Palace  Court  at  Wesluiinster)  in  which  tlic  number  of  banisters  per- 
illed to  practise  is  restricted  to  four,  who  buy  their  places  from  their 
TdcccssoTs.  In  ihe-sc  various  cases,  compensation  probably  could  not 
iib  justice  be  refused,  on  the  abolition  of  the  privilege.  There  arc  other 
cs  in  which  this  would  be  more  doubtful.  The  c]ucstit)n  would  tuin 
n  what,  in  the  peculiar  circuni5lanccs,  was  sufficient  to  cniistitute  pie- 
nption;  and  whether  ihe  legal  Tfcognition  which  the  abuse  had  obtained, 

^as  sufficient  to  constiiuie  it  an  institution,  or  amounted  cnly  to  an  octa- 
gonal license.    It  would  be  absurd  to  claim  compensation  for  losses  caused 
changes  in  a  tariiT,  a  thing  confessedly  variable  from  year  10  yciir ;  or 
r   monopolies  like  tlitisc  gianled    to  individuals  by  Queen  Eliiabclh, 

favours  of  a  despotic  authority,  which  the  power  that  gave  was  coiiipcient 

at  any  lime  to  recall. 

So  much  on  the  instiinlion  of  property,  a  subject  of  which,  for  the 
irposes  of  political  economy,  it  was  indispensable  to  treat,  but  on  which 
c  could   not  usefully  conline  ourselves  to  economical  considerations. 

We  have  now  to  intiuire  on  what  principles  and  with  what  residts  thfi 

di=>lriV>tition  of  the  jiioduce  of  land  and  labour  is   efVectcd,   under  the 

relations  which  this  mstiiution  creates  among  the  diflcrcnt  members  of  the 

community. 
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CHAPTER   III. 

OP  THE  Cr,\5SI!:S  AMONG   WHOM   THI!  PRODUCE  tS    DISTftimJVED. 

§  I.  Private  property  being  assumed  as  n  fact,  we  have  next  to 
enumerate  the  dificrent  classes  of  persons  to  whom  it  gives  rise  ;  whose 
concurrence,  or  at  least  whose  pennission,  is  necessary  to  production, 
and  who  arc  therefore  able  to  stipulate  for  a  share  uf  the  produce.  We 
hnve  to  inquire,  accordiiig  to  what  laws  the  produce  distributes  llsclf 
acnotiij  these  classes,  by  the  spontaneous  action  of  the  inleresiH  of  those 
concerned  :  after  which,  a  further  question;  will  be,  what  effecrs  are  or 
might  be  produced  by  laws,  institutions,  and  measures  of  government,  tn 
superseding  or  modifying  that  spontaneous  distribution. 

The  three  requisites  of  production,  as  has  been  so  often  repeated,  are 
labour,  capital,  and  land  :  understanding  by  capital,  the  means  and 
appliances  which  are  the  accumulated  resuhs  of  previiius  labtjur,  and  by 
land,  the  materials  and  instruments  supplied  by  nature>  whether  contained 
in  the  interior  of  the  e.arth,  or  constituting  its  surface.  Since  each  of 
these  elements  of  production  may  be  separately  appropriated,  the  industrial 
community  may  be  considered  as  divided  into  landowners,  capitalisls,  and 
productive  labourers.  Each  of  these  classes,  as  surh,  obtains  a  share  nf 
ihe  produce :  no  other  person  or  class  obiains  anyihing,  except  by  con- 
cession from  lUem.  The  remainder  of  the  community  is,  in  fact,  supported 
at  their  expense,  giving,  if  any  equivalent,  one  consisting  of  unproductive 
services.  These  three  classes,  therefore,  are  considered  in  political 
economy  as  making  tip  the  whole  community. 

§  2.  But  although  these  ihnee  sometimes  exist  as  separate  classes, 
dividing  the  produce  among  them,  they  do  not  necessarily  or  always  so 
exist.  Tlie  fact  is  sn  much  otherwise,  that  there  are  only  one  or  Iwo 
comntunities  in  which  the  complete  sepai-ation  of  these  classes  is  the 
genera!  mle.  England  and  Scotland,  with  partsof  Belgium  and  Holland, 
are  almost  the  only  countries  in  the  world,  where  the  land,  capital,  and 
labour  ciriployed  in  agriculture,  are  genenilly  the  pmperly  of  se|>arai.e 
owners.  The  ordinary  case  is,  that  the  same  person  owns  either  f.vo  of 
these  requisites,  or  all  three. 

The  case  in  which  the  same  person  owns  all  three,  embraces  the  two 
extremes  of  society,  in  respect  to  the  indepeiKlerce  and  dignity  of  the 
]abouring  class.  Fits:,  when  the  labourer  himself  is  the  propnetor.  This 
is  the  commonest  case  in  tlie  Northern  Stales  of  the  American  Union  ; 
one  of  the  commonest  in  Fr.ince,  Switzerland,  the  three  Scandinavian 
kingdoms,  and  piins  of  Ger  pany  ;*  and  a  commnn  case  in  parts  of  Italy 

"  '  The  Norwegi.ni  retum  '  (say  the  Commissioners  of  I'oor  Law  Knc[i)iiy,  to 
whom  information  was  furnished  from  nc-irly  every  courtryin  Kuropeaml  America 
liy  the  ftinljaisadnr.^  niir]  consuls  Ihcrt)  '  sralM  llint  al  llie  Jsi^l  census  in  1825,  out 
of  a  population  nC  1.051,31]^  persons,  there  were  59,464  freeholders.  As  by  59,464 
fceeholacrs  mus'.  be  nieani  59.464  heads  of  ramUics,  or  ahoLi  ,'}cx>,ooo  inijiviiiiials ; 
the  frcchotdffs  nui^t  form  more  ihnn  a  fuurlU  of  the  whole  population.  Mr.  Mac* 
grcRor  stales  that  in  Denmark  (by  which  ZoAland  and  the  adjoining  islands  are 
piolialily  meant )  out  of  a  poputalLon  of  926, 1 10,  the  number  of  laniled  proprleLms 
nnJ  fatnici5  is  4t5,  no,  ot  nearly  onc-hnir.  In  IjieswicL  Ilolitcin,  out  of  a  popu- 
lation  of  604,085,  ft  ii  196,017.  or  about  one-third.  The  proportion  of  propnetora 
and  fnrmeis  to  the  whole  [mpulaiion  is  not  given  in  Sweden  ;  hut  ihe  Stocliliolm 
ictuin  estimates  the  average  ^imnliiy  of  Innd  annexed  to  a  Jalxjiuer's  habitation  at 
fiuni  one  lo  five  aci'e.n ;  ant!  though  the  (JoileiihnrE  return  gives  a  lower  estimate, 
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and  In  Ilelgimn.  In  all  ilicse  countries  there  are,  no  dniibt,  large  landed 
properties,  .ind  a  still  greater  number  which,  without  being  Urjfe,  require 
the  occasional  or  constant  aid  of  hired  labourers.  Much,  however,  of  the 
land  is  owned  in  portions  loo  BTrutll  to  require  any  other  labmir  than  that 
of  the  peasant  and  his  family,  or  fully  to  occupy  even  that.  The  capital 
employed,  is  nut  always  that  of  the  peasant  proprietor,  many  of  these 

mil  properties  beiny  muiigaycd  to  obtain  the  means  of  cultivating  ; 

t  the  Capital  is  invested  at  his  risk,  and  (hough  he  pays  inieresi 
T  it,  it  gives  to  no  one  any  right  nf  interference,  except  perhaps 
renlually  to  lake  possession  of  the  land,  if  the  interest  ceasea  to  be 
paidi 

The  otlier  case  in  which  the  land,  labour,  and  capital,  belong  to  ihc 
same  person,  is  the  case  of  slave  countries,  in  which  the  labourers  them- 
selves are  owned  by  the  landowner.  Our  West  India  colonies  before 
emanciiKitinn,  and  the  sugar  colmnies  of  the  nations  by  whom  a  similar 
act  of  justice  is  siill  unperfnrmcd,  arc  examples  of  large  establishments 
for  agriciiltural  and  manufacturing  labour  :ihe  production  of  sugar  and 
rum  is  a  combin-ition  of  both)  in  which  the  land,  the  foctoncs  (if  they 
may  be  so  called),  the  machinery,  and  the  degraded  labourers,  arc 
nil  the  properly  of  a  capitalist.  In  this  case,  as  well  as  in  its  extreme 
opposite,  the  case  of  the  peasant  proprietor,  there  is  no  division  of  the 
produce. 

§  3.  When  the  three  requisites  are  not  all  owned  by  the  same  person,  it 
often  happens  that  two  of  ihem  are  so.  Sometimes  the  same  person  owns 
the  capital  and  the  land,  liut  not  the  labour.  The  landlord  makes  his 
engagement  directly  with  the  labourer,  and  supplies  the  stock  necessary 
for  cultivation.  This  system  is  the  usual  one  in  those  parts  nf  Continental 
Europe  in  which  the  labourers  are  neither  serfs  on  the  one  hand,  nor 
proprietors  onthc  other.  It  ivas  the  common  system  in  France  before  the 
Revolution,  and  is  still  much  practised  in  some  parts  of  lh:it  country, 
when  the  land  Is  not  the  property  of  the  cultivator.  It  prevails  generally 
in  the  level  districts  of  Italy,  except  those  inircly  pastoral,  such  as  the 
Alaremma  of  Tuscany  and  the  Campagna  of  Rome.  On.  this  system  the 
division  of  ilie  produce  is  between  two  classes,  the  landowner  and  the 
labourer. 

In  other  cases  again  the  labourer  does  not  own  the  land,  but  owns  the 
little  stock  employed  upon  it,  the  landlord  not  being  in  the  habit  of  supply- 
ing any.  This  system  generally  prevails  in  Ireland.  It  is  nearly  universal 
in  India,  and  in  most  countries  of  the  Kast ;  whether  the  government 
retains,  as  it  jjcnerally  docs,  the  ownership  of  the  soil,  or  allows  portions 

become,  either  absolutely  or  in  a  qualified  sense,  the  property  of 

lividuals.  In  Jndia^  however,  things  are  so  far  better  than  in  Ireland, 
at  the  owner  of  land  is  in  the  habit  of  making  advances  to  the  cultivators, 

they  cannot  cuUivale  without  them.     For  these  advances  the  native 


it  adds,  that  the  pcasnnts  possess  tnuL-li  of  (he  land.  In  Wurtcmbci'};  wc  nrc  itild 
that  more  tlinn  two-third«  of  ihc  lalKiuring  j'tipulation  arc  the  proprietors  of  thcif 
own  h.-ihit.-\li<ms,  ami  llirit  alirmsl  all  nwii  nl  least  n  garden  of  fruiu  ihree-qu.irtcrs 
of  im  acre  to  nn  acre  and  a  half.'  In  sorrn  of  Ihcsc  statements,  proprietors  ntwl 
fanners  ate  nnt  di=>crilnil^alf(1  ;  Lmt  '  all  the  returns  concur  in  staltn;;  the  Luimberoi 
(iRy-labourcrs  to  In:  very  smnll,' — {Prc/'ue  to  fortrgn  CoNrmtiKicathns,  \i,  nxxviii.) 
As  the  (^ncrai  itattis  of  the  labouring  people,  the  condilion  of  a  workmiin  for  hire 
U  almost  peculiar  tu  CfCat  Biitain, 
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rapacity  until  all  limit  is  practically  lost  sight  of)  it  has  yet  been  thought 
necessaiy  to  have  a  distinct  name  and  n  sei^arate  pretext  for  each  increase 
of  exaction  ;  so  tl)at  the  demand  has  sometimes  come  to  consist  of  thirty 
or  forty  different  item?,  in  addilion  to  the  nominal  rent.  This  circiiitcius 
mode  of  increasing  the  payments  assuredly  would  not  have  been  resorted 
to,  if  there  had  been  an  acknowlcdg-cd  right  in  the  landlord  to  increase 
the  rent.  Its  adaption  is  a  proof  that  there  was  once  an  eftcclivc  iimita.- 
Uon,  a  real  customar)-  rent ;  and  that  the  understood  right  of  the  rj'Ot  to 
the  landj  so  long  as  he  paid  rent  according  to  custom^  was  at  some  lime 
or  other  more  than  nominal*  The  British  Government  of  India  always 
simplilles  the  tenure  by  consolidating  the  various  assessments  into  one, 
thus  making  the  rent  nominally  as  well  as  really  an  arbiirary  thing-,  or  ai 
least  a  matter  of  specific  agreement  :  but  it  scrupuJously  respects  the  right 
of  the  ryot  to  the  land,  though  it  seldom  leaves  him  much  more  than  a 
bare  subsistence. 

In  modern  Europe  (he  cultivators  have  gradiially  emerg-ed  from  a  stale 
of  personal  slavery.  TTie  barbarian  conquerors  of  the  Western  empire 
found  that  the  easiest  mode  of  managing,'  their  conquests  would  be  to 
leave  the  land  in  the  hands  in  ivhich  they  found  it,  and  to  save  themselves 
a  labour  st>  uncongenial  as  the  superintendence  of  troops  of  slaves,  by 
allowing  the  slaves  to  retain  in  a  ceiiain  degree  the  control  of  their  own 
actions,  under  an  nbUf^atinn  to  furnish  llie  lord  with  provisions  and  labour. 
A  common  expedient  was  to  assign  to  the  serf,  for  his  exclusive  use,  as 
mtich  land  as  was  thought  sufficient  for  his  stip|x>rt,  and  to  make  him 
work  on  the  other  lands  of  his  lord  whenever  required.  liy  degrees  these 
indefinite  obli},'ations  were  transformed  into  a  definite  one,  of  supplying  a 
fixed  quantity  of  provisions  or  a  fixed  quantity  of  labour  ;  and  as  the 
lords,  in  time,  became  inclined  to  employ  their  income  in  the  purchase  of 
luxuries  rather  than  in  the  maintenance  of  retainers,  the  payments  in 
hind  were  commuted  for  payments  in  money.  Each  concession^  at  first 
voLuutarj',  and  revocable  at  pleasure,  gradually  acqiiiied  the  force  of 
custom,  and  wa^  at  last  recoj,'niped  .ind  enforced  by  the  tribunals.  In 
this  manner  the  serfs  progressively  rose  into  a  ficc  tenanirj-,  who  held 
their  land  in  perpetuity  on  fixed  conditions.  The  conditions  were  some* 
times  very  onerous,  and  the  people  very  miserable.  But  their  obligations 
were  determined  by  the  usage  or  law  o(  the  counti7,  and  not  by  com- 
petition. 

Whert!  the  cultivators  had  never  been,  strictly  spealcing,  in  personal 
bondage,  or  after  they  had  ceased  to  be  &o,  the  exigencies  of  a  poor  and 
little  advanced  society  gave  rise  to  another  arrangement,  which  in  some 
parts  of  Europe,  even  highly  improved  parts,  has  been  found  sufficiently 
advantageous  to  be  continued  to  the  present  day.  I  speak  of  the  metayer 
system.  Under  this,  the  land  is  divided,  in  small  farms,  among  single 
(amilies,  the  landlord  generally  supplying  the  stock  which  the  aericul- 
tur.il  system  of  the  country  is  considered  to  recjuii-e,  and  receivnig,  in 
lieu  of  rent  and  profit,  a  fixed  proportion  of  tlie  produce.  This  propor- 
tion, which  is  generally  paid  in  kind,  is  usually  (as  is  implied  in  the 
words  mi'tiiyer,  mczzaiuolo^  and  mcdUtarius)  one-half.    There  are  places, 

*  Thexrtciert  law  hooks  of  the  Hindoos  mention  in  some  cases  one-sixth,  in 
olhen  nne-fnurlh  of  the  prorluce,  or  x  proper  rent  j  Imt  there  is  no  evidence  that 
the  mies  laid  dawn  in  those  books  were,  at  any  period  of  history,  really  ncted 
upon. 
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however,  such  a&  the  rich  volcanic  soil  or  the  province  of  Naples,  where 
the  L-indlord  takes  iwo-thirds,  and  yet  the  cultjvaior  by  means  of  an 
excellent  agriculture  contrives  to  live.  IJut  wliether  the  proportion  is 
two-thirds  or  one-half,  it  is  a  fixed  proportion  ;  not  Tariable  from  farm  lo 
fann.  or  from  tenant  lo  tenant.  The  custom  of  (lie  country  Is  the  univer- 
sal rule  ;  nobody  thinks  of  raising  or  lowering  rents,  or  of  letting  land  on 
other  than  the  customary  conditions,  Competition,  as  a  regulator  of  rent, 
has  no  existence. 

§  3-  I'rices,  whenever  there  was  no  monopoly,  came  earlier  under  the 
influence  of  competition,  and  are  much  more  universally  subject  to  it, 
than  rents  ;  but  that  influence  is  by  no  means,  even  in  the  present  state 
of  intense  competition,  so  absulute  as  is  sometimes  assumed.  Tiiere  is 
no  proposition  which  meel5  us  in  the  field  of  political  economy  ofiener 
than  this— that  there  cannot  be  two  prices  in  the  same  market.  Such 
undoubtedly  is  the  natural  effect  of  unimpeded  competition  ;  yet  every 
one  knows  that  there  are,  very  often,  two  prices  in  the  same  market. 
Not  only  are  there  in  every  large  town,  and  in  almost  every  trade,  cheap 
shops  and  dear  shops,  but  the  same  shop  often  sells  the  same  article  st 
different  prices  to  different  customers  :  and,  as  a  general  rule,  each 
retailer  adapts  his  scale  of  prices  to  the  class  of  rusiomers  whom  he 
expects.  The  wholesale  trade,  in  the  yreat  articles  of  commerce,  is  really 
under  the  dominion  of  compeniion.  There,  the  buyers  as  well  as  sellers 
are  traders  or  manufacturers,  and  their  purchases  arc  not  influenced  by 
indolence  or  vul^'ar  finery,  but  are  business  transactions.  Jn  the  whole- 
sale markets  Uicrefore  it  is  true  as  a  general  proposition,  that  there  are 
rot  two  prices  at  one  time  for  the  same  thitig  :  there  is  at  each  time  and 
place  a  market  price,  which  can  be  quoted  in  a  price-current.  IJul  retail 
price,  the  price  paid  by  the  actual  consumer,  seems  to  feel  very  slowly 
and  imperfectly  the  effect  of  competition  ;  and  when  competitiun  does 
exist,  it  often,  instead  of  lowering  prices,  merely  divides  the  gains  of  the 
high  price  among  a  greater  number  of  dealers.  Hence  it  is  that,  of  the 
price  paid  by  the  consumer,  so  large  a  proportion  is  absorbed  by  the 
gains  of  retailers ;  and  any  one  who  inquires  into  the  amount  which 
reaches  the  hands  of  those  who  made  the  things  he  buys,  will  often  be 
astonished  at  its  saiallness.  When,  indeed,  the  market,  being  that  of  a. 
great  city,  holds  out  a  suflicient  inducement  to  large  capitalists  to  engage 
m  retail  operations,  it  is  generally  found  a  better  speculation  lo  attract  a 
large  business  by  underselling  others,  than  merely  to  divide  the  field  of 
employment  with  them.  This  influence  of  competition  is  making  itself 
felt  more  and  more  through  the  principal  branches  of  retail  trade  in  the 
large  towns ;  and  the  rapidity  and  cheapness  of  transport,  by  making 
consumers  less  dependent  on  the  dealers  in  their  immediate  neighbour- 
hood, are  tending  to  assimilate  more  and  more  the  whole  country  to  a 
lai^e  town  ;  but  hitherto  it  is  only  in  the  great  centres  of  business  that 
retail  transactions  have  been  chiefly,  or  even  much,  determined,  by  com- 
petition. Elsewhere  it  rather  ads,  when  it  acts  at  all,  as  an  occ-asional 
disturbing  influence ;  the  habitual  regulator  is  custom,  modified  from 
time  lo  time  by  notions  existing  in  the  niinds  of  purchasers  and  sellers,  of 
some  kind  nfequity  or  justice. 

In  many  trades  the  terms  on  which  business  is  done  are  a  matter  of 
positive  anang^emcnt  among  the  trade,  who  use  the  means  they  always 

assess  of  making  the  situation  of  any  member  of  the  body  who  departs 

>m  its  fixed  customs,  inconvenient  or  disagreeable.    K  i.*  ^t.\i  V.i»'i'4*XL 
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lliat  the  booTisclUng  trade  is  one  of  these,  and  that  notwithstardlng  iTift 
aclive  spirit  of  iivalr\'  in  the  irade,  competition  dncs  not  produce  its 
natural  cfTer l  in  breaking  down  the  trade  niks-  AH  prof«sional  remuner^ 
aiion  is  regulated  by  custom.  The  fees  of  ph>"sici<ins,  surgeons,  and 
barristers,  inc  charge?  of  attorneys,  arc  nearly  invariable.  Not  certainly 
fur  want  of  abundant  competition  in  those  professions,  but  becaubC  the 
cuinpciition  operates  by  diminishing  each  competitor's  chance  of  fees, 
not  by  lowering  the  fees  themselves. 

Since  custom  stands  its  i,'n)uiul  against  competition  to  EO  considerable 
an  extent,  even  where,  from  the  niultiiude  of  competitors  and  the  general 
cncTj^'y  in  the  pur ^i  it  of  fj-.iin,  the  spirit  of  competition  is  strongest,  we 
mu.y  be  sure  that  ihis  is  much  more  the  ca^e  where  people  are  content 
with  smaller  gutns,  and  estimate  their  pecuniary  interest  at  a  lower  rate 
when  bilaiiced  a^'aitist  (heir  ease  or  ilieir  pleasure.  I  believe  it  will  often 
be  found,  in  Continental  Europe,  that  prices  and  charges,  of  some  or  of 
all  sorts,  are  much  higher  in  some  places  ihan  in  others  not  far  distant, 
wthout  its  bcinjj  possible  to  assign  any  other  cause  than  that  it  has 
nlways  been  so :  the  customers  arc  used  to  it,  and  acquiesce  in  it  An 
enterpri'iing  compelitfir,  with  sufficient  capital,  might  force  down  the 
charges,  and  make  his  fortune  during  the  process;  but  there  are  no 
enterprising'  competitors  ;  those  who  have  capital  prefer  to  leave  it  where 
ic  is,  or  to  make  less  profit  by  it  in  a  more  quiet  way. 

These  observations  must  be  received  as  a  general  correction,  to  be 
applied  whenever  relevant,  whether  expressly  mentioned  or  not,  to  the 
ronclusiona  contained  in  tiie  subsetiuent  portions  of  this  treatise.  Our 
reasonings  mustj  in  general,  proceed  as  if  the  known  and  natural  effects 
of  conipeiition  were  aciLi;dly  produced  by  it,  in  all  cases  in  which  It  is  not 
restrained  by  some  posiLive  obstacle.  Where  conipelilioii,  though  free 
to  exist,  does  not  exist,  or  where  it  exists  but  has  its  natural  consequenres 
overruled  by  any  other  agency,  the  conclusions  will  fail  more  or  less  of 
being  applicable.  To  escajie  error,  wc  ought,  in  applying  the  conclusions 
of  political  economy  to  the  actual  alfairs  of  life,  to  consider  not  only  what 
will  happen  supposing  the  maximum  of  competition,  hut  how  far  the 
result  will  l>e  affected  if  compeiilitin  falls  short  of  the  maximnm. 

The  states  of  economical  relation  which  stand  fiiM  in  order,  to  be  dis- 
cussed and  appreciated,  arc  those  in  which  competition  has  no  part,  the 
arbiter  of  transactions  being  either  brute  force  or  established  usage. 
These  will  be  the  subject  of  the  next  four  chapters. 


CHAPTER  V. 


OF  SLAVERV. 

§  f.  Amowg  the  forms  which  society  assumes  under  (he  influence  of 
the  institution  of  property,  there  arc,  as  I  have  already  remarked,  two, 
otherwise  of  a  widely  dissimilar  character,  but  resembling  in  this,  that  the 
ownership  of  the  land,  the  labour,  atid  ihe  capital,  15  in  the  same  hands. 
One  of  these  cases  is  that  of  slaver>-,  the  other  is  that  of  peasant 
niDprietors.  In  the  one,  the  landowner  owns  die  labour,  in  the  other  the 
labourer  owns  the  land.     Wc  begin  with  the  first. 

fn  this  system  all  the  pioduce  belongs  to  the  landloi-d.  The  food  and 
,  pthcr  necessaries  of  his  labourers  are  part  of  his  expenses.    The  Iqbourcrj 
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possess  nothing  but  what  he  thinks  lit  to  Rive  them,  and  nntil  he  thinks 

fit  to  take  it  back  :  nnd  ihcy  work  as  hard  as  he  tboos'^s,  or  is  able,  lo 

inpel  them.     Their  wretLhedness  is  only  limited  by  bis  huniaiiiiy,  or 

,is  'enlightened  self-interest.'     With  the  first  consideration,  ive  liave  on 

e  present  Decision  muhing  to  do.     What  ihc  second  in  so  detestable  a 

[onstilution  of  society  ni;iycliciate,  depends  on  the  facilities  for  imparting 

sh  slaves,    if  full-grown  able-bodied  slaves  can  be  procured  in  suflicicnt 

.umbcrs,  and  imported  at  a  moderate  expense,  caligluciied  self  interest 

ill  recummend  working;  the  slaves  lo  deaili,  anil  repiaciny  them  by 

iiportation,  in  preference  to  ihc  ^lmv  and  exjiensive  process  of  breeding" 

cm.      N'or  are  the  slave-owners  ycneriilly  backward  in  leaniiiijf  ihis 

Iqssoii,     It  is   notorious  that  sulIi  was   the  practice    in  our  own  stave 

colonies,  while  the  slave-tmde  was  Icgai  ;  and  it  is  said  to  be  so  still  in 

Cubii,  and  in  those  States  of  the  Amurican  Union  which  receive  a  regulur 

supply  of  ncyroes  from  other  Statcii. 

When,  as  among  the  ancients,  the  slave-market  could  only  be  supplied 
'  captives  either  lateen  in  war,  or  kidnapped  from  ihinly-scaitered 
tribes  on  the  remote  confines  of  ihe  known  world,  it  was  jj^enerally  more 
profitable  to  keep  up  the  number  by  breeding,  which  necessiiaies  a  far 
better  treatment  of  them  ;  and  for  tins  reason,  joined  with  several  others, 
the  condition  of  slaves,,  notwitlistandin^'  occasional  enormities,  was 
probably  much  less  bad  in  the  ancient  world,  ihiin  in  tLc  colonics  of 
modem  nations.  'l"h<?  Helots  :ire  usually  cited  as  the  type  of  the  most 
~  ideous  fonn  of  pcis-i.ia!  slavery,  but  with  how  litde  iruln,  appears  front 
■  e  fact  that  they  were  reg-ularly  armed  {though  iwt  with  the  panoply  of 
e  hoplite)  and  formed  nn  intcj^ral  part  of  the  military  strength  of  the 
state.     They  were  dotiblless  an  inferior  and  rk-graded  caste,  but  their 

Ilavcry  seems  to  h.Tve  been  one  of  the  least  onerous  varieties  of  serfdom, 
"llavery  appears  in  far  moi-e  frightful  colours  among  the  Romans,  during 
lie  period  in  which  the  Koman  aiisiocracy  was  gorging  itself  with  the 
plunder  of  n  newly-conquered  world.  The  Romiuis  were  a  cruel  people, 
and  the  worthless  nobles  spurted  with  the  lives  of  their  myriads  of  sliives 
\*ilh  the  same  reckless  prddif-ality  with  which  they  squandered  any  other 
nan  of  their  ill-acquired  possessions.  Vet,  slavery  is  divested  of  one  of 
Its  worst  features  when  it  is  compatible  with  hope  :  cnfraiichisijmcnt  was 
easy  and  common  ;  cufranchised  slaves  obtained  at  once  the  full  rights  of 
citizens,  and  instances  were  firuucnt  tif  their  acq^uiring  not  only  riches, 
but  Iftilcrly  even  houonrt.  By  the  progress  of  milder  legislation  under 
the  Emperors,  much  of  the  protection  o?  law  was  thrown  round  the  slave, 
he  became  capable  fjf  posi^c^sing  property,  and  I  lie  evil  ahogclhcr  assumed 
a  considerably  gentler  aspect. 

Vntil,  however,  slavery  assumes  the  mitigated  form  of  villcnage,  in 
w)iich  not  only  the  slave  has  property  and  legal  rights,  but  his  obiigBtions 
flre  more  or  less  limited  by  usage,  and  he  iKirtly  kibours  for  his  oivn 
benelit,  his  condition  is  seldom  such  as  to  produce  a  rapid  growth  of 
population.  This  cannot  be  from  physical  privation,  fornoslave-labouiers 
are  worse  fed,  clothed,  or  lodged,  than  the  free  peasantry  of  Ireland. 
The  cause  usually  assigned,  is  tbe  great  disproportion  of  the  sexes  which 
almost  always  exists  where  slaves  arc  not  bred  but  imported  :  this  cannot, 
liowever,  be  the  sole  cause,  as  tlie  negro  population  of  our  West  India 
colonies  continued  nearly  stationary,  after  the  slave-trade  to  those  colonics 
Was  supjiressetl.  Whatever  be  the  causes,  a  slave-pnpul.-ition  is  seldom  a 
rapidly  mcrcasing  one,     Slave  countries,  unless  of  very  small  extent  of 
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limiied  naturni  resources,  arc  generally  uiitlcrpeopletl  in  proportion  lo 
their  cultivable  land.  The  labaur  nf  the  slaves,  therefore,  under  any 
tolerable  management,  produces  much  more  than  is  sufficient  for  their 
support ;  cspeciaily  as  the  fjrcal  amount  of  superintendence  which  their 
labour  requires,  preventing  the  dispersion  of  the  popularioii,  ensures 
some  of  the  advantag^es  of  combined  labour.  Hence,  in  a  good  soil  and 
climate,  and  with  reasoiiable  care  of  his  own  interests,  the  owner  of  many 
staves  has  the  nteans  of  being  rich. 

§  2,  The  influence,  however,  of  such  a  state  of  society  on  production,  is 
perfectly  well  understood.  It  is  a  truisni  to  assert,  thai  labour  extorted 
by  fear  of  punishment  is  inefficient  and  unproductive.  It  is  true  thKt  in 
some  circumstances,  human  beings  can  be  tlriven  by  the  lash  to  attempt, 
and  even  to  accomplish,  thinjis  which  they  would  not  have  undertaken 
for  any  payment  which  it  could  have  been  worth  while  to  an  employer  to 
offer  them.  And  it  is  likely  that  productive  operations  whicli  require 
much  combination  of  labour,  the  production  of  su^jar  fur  example,  would 
not  have  taken  place  so  soon  in  the  American  colonies,  if  slavery  had  not 
existed  to  keep  masses  of  labour  together.  There  are  also  snvage  tribes 
so  averse  to  regular  industry,  that  industrial  life  is  scarcely  able  to 
introduce  itself  among  theui  until  they  are  eitlier  conquered  and  made 
slaves  ofj  or  become  conqoerors  and  make  others  so.  But  after  allouiiig 
the  full  value  of  these  considerations,  it  remains  certain  that  slavery  is 
incompatible  with  any  high  slate  of  the  arts  of  life,  and  any  real  efficiency 
of  labour.  For  all  products  which  require  much  skill,  slave  countries  are 
always  dependent  on  foreigners.  Hopeless  sLivery  efl'ectually  brutifics 
the  intellect ;  and  intelligence  in  the  slaves,  though  often  encouraged  in 
the  ancient  world  and  in  the  East,  is  in  a  more  advanced  stale  of  society 
a  source  of  so  much  danger  arid  an  object  of  so  much  dread  to  the 
masters,  that  in  some  countries  it  is  a  hrgbly  penal  offence  to  teach  a 
slave  to  read.  Alt  processes  carried  on  by  slave  labour  are  conducted  in 
the  rtidest  and  most  unimproved  manner.  And  even  the  animal  strength 
of  the  slave  is,  on  an  average,  not  half  exerted.  The  mildest  form  of 
slavery  is  certainly  the  condition  of  the  serf,  who  is  attached  to  the  soil, 
supports  himself  frym  his  allotment,  and  works  a  ceruiu  number  of  da>*a 
in  the  week  for  his  lord.  Yet  there  is  but  one  opinion  on  the  extreme  iu- 
clTitiency  of  serf  labour.  The  folloiving  passage  is  from  Professor  Jones,* 
whose  Essay  on  the  Distribution  of  Wealth  tor  rather  on  Rent),  is  a 
copious  repertory  of  valuable  facts  on  the  Sanded  tenures  of  different 
countries. 

'  The  Russians,  or  rather  those  German  writers  who  have  obser\-ed  the 
manners  and  habits  of  Russia,  state  some  strong  facts  on  this  poinL  Two 
Middlesex  mowers,  they  say,  will  mow  in  a  day  as  much  grass  as  six 
Russian  serfs,  and  in  spite  of  the  deartiess  of  provisions  in  England  and 
their  cheapness  m  Russia,  the  mowinjj  a  qnantity  of  h.iy  which  would 
cost  an  English  farmer  half  a  copeck,  will  cost  a  Russian  proprietor  three 
or  four  copecks. t  The  Prussian  counsellor  of  state,  Jacob,  is  considered 
to  have  proved  that  in  Russia,  where  everything  is  cheap,  the  labour  of  a 
serf  is  doublv  as  expensive  as  that  of  a  labourer  in  England.  M.  Schmalz 
gives  a  startling  account  of  the  unproductiveness  cf  serf  labour  in  Prussia, 


•  £fray  on  the  DittribtUien  of  Wealth  and  en  ihe  Hourccs  c/  Taxaihn. 
Rev.  Richanl  Jones.     Page  5a 
t  *  SchRuilz,  E{f>m'nie  Paliii^tUy  Ficneb  tracsklion,  vol.  1.  p.  G6.' 
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liis  own  knowledge  and  obstrvation.*    In  Austrin,  it  is  distinctly 

slaied,  that  the  labour  of  a  serf  is  equal  to  only  one-third  of  tha.t  of  a  free 
hired  labourer.  TJiis  calculation,  made  in  an  able  work  on  aKriculture 
(with  some  extracts  from  which  I  have  been  favoured),  is  applied  lo  the 
practical  purpose  of  deciding  on  the  number  of  laljoiirers  necessary  to 
cuilivaLe  an  e^statc  of  a  given  magnitude.  So  palpable,  indeed,  aie  the  ill 
effects  of  labour  rents  on  lite  industry  of  the  agricultural  population,  thet 
in  Austria  itself,  where  proposals  for  changes  of  any  kind  do  not  readily 
inake  their  way,  schemes  and  plans  for  the  commutation  of  labour  rei»ls 
arc  as  popular  as  in  the  more  stirring  German  provinces  of  the  North.' 

What  is  wanting  in  the  quality  of  the  labour  itself,  is  not  made  up  by 
any  excellence  in  the  direction  and  superintendence.  As  the  same 
writer  f  remarks,  the  landed  proprietors  '  are  necessarily,  in  their 
character  of  cultivators  of  their  own  domains,  the  only  guides  and 
directors  of  the  industry  of  the  agricultural  population,'  since  theie  can 
be  no  iniermediate  class  of  capitalist  farmers  where  the  labourers  are  the 
property  of  the  lord.  Great  landowners  are  everywhere  an  idle  class,  or, 
if  they  labunr  at  all,  addict  themselves  only  to  the  more  exciting  kinds  of 
exertion  ;  that  lion's  share  which  superiors  always  rcser\e  for  themselves. 
'It  would,'  as  Mr.  Jones  observes,  'be  hopeless  and  irrational  to  expect 
that  a  race  of  noble  proprietors,  fenced  round  with  pi  ivJleyes  and  dignity, 
and  attracted  to  military  and  political  pursuits  by  the  advantages  and 
habits  of  their  station,  should  ever  become  attentive  cultivators  as  a  body.' 
Even  in  England,  if  the  cuilivation  of  every  estate  depended  upon  its 
proprietor,  anyone  can  judge  what  would  be  (he  result.  There  would  be 
a  few  cases  of  great  science  and  energy,  and  numeroua  individual  instances 
of  moderate  success,  ^but  the  general  state  of  agriculture  would  be 
contemptible. 

§  3.  Whether  the  proprietors  themselves  would  io&e  by  the  emanci- 
pation of  their  slaves,  is  a  different  question  from  the  comparative 
effectiveness  of  free  and  slave  labour  to  the  community.  There  has  been 
much  discussion  of  this  question  as  an  abstract  thesis  ;  as  if  it  could 
possibly  admit  of  any  universal  solution.  Whether  slavery  or  free  labour 
IS  most  profitable  to  the  employer,  depends  on  the  wages  of  the  free 
labourer.  These,  again,  depend  on  the  numbers  of  the  labouring  popu- 
lation, compared  with  the  capital  and  the  land.  Hired  labour  is  generally 
so  much  more  efficient  than  slave  labour,  that  the  employer  can  pay  a 
considerably  greater  value  in  wages,  than  the  maintenance  c;f  his  slaves 
cost  him  before,  and  ycc  be  a  gainer  by  the  change  :  but  he  cannot  do 
this  without  limit.  The  decline  of  serfdom  in  Europe,  and  its  extinction 
in  tlie  Western  nations,  was  doubtless  hastened  by  the  changes  ivhich  the 
growth  of  population  must  have  made  in  ihe  pecuniary  interests  of  the 
master.  As  population  pressed  harder  upon  the  land,  without  any 
improvement  in  agriculiure,  the  maintenance  of  the  serfs  necessarily 
■became  more  costly,  and  their  labour  less  valuable.  With  the  rale  of 
wages  such  as  it  is  in  Ireland,  or  in  England  (where,  in  proportion  to  its 
efficiency,  labour  is  quite  as  cheap  as  in  Ireland),  no  one  can  fovamomcnt 
imagine  that  slavery  could  be  profitable.  If  the  Irish  peasantry  were 
slaves,  their  masters  would  be  as  willing,  as  their  landlords  now  are,  lo 
pay  large  sums  merely  to  get  rid  of  ihcm.  In  the  rich  and  undcrpcoplcd 
il  of  the  West  India  islands,  there  is  just  as  little  doubt  that  the  balance 
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of  profits  behveen  free  and  slave  labour  was  (freatly  on  llie  side 

slavery,  and  that  the  compensation  granied  to  the  slnve-owners  for  il 
abolition  was  not  more,  but  in  all  probability  less,  than  an  equivalent  fo, 
their  loss. 

More  needs  not  be  said  here  on  a  cause  so  completely  judged  and 
decided  as  that  of  slavery.  Il  will  be  curious  to  sec  how  long  Iho  oilier 
nations  jjossessiiii,'  slave  colonies  will  be  content  to  remain  behind 
England  in  a  matter  of  such  concernment  botli  (o  justice,  which  decidedly* 
is  not  at  present  a  fashionable  virme,  and  to  phil.inthropy,  M-hir.h  certainly^ 
is  so.*  Europe  is  far  more  inexcusable  than  America  in  tolerating-  an 
enormity*,  of  which  she  cnuld  rid  herself  with  so  much  greater  case.  I 
speak  of  negro- si  a  very,  not  of  the  servagc  of  the  Slavonic  nations,  who* 
have  not  yet  advanced  beyond  a  state  of  civiHjEation  corresponding  to  the' 
age  of  villeiiage  in  Western  Europe,  and  can  only  be  expected  to  einerKt 
from  it  in  ihe  same  gradual  manner,  however  much  accelerated  by  llie 
salutary  influence  of  tlie  ideas  of  more  advanced  countries.  ' 
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ON   I'KAS.\NT  PROPRIETORS. 

§  I.  In  the  regime  of  pcas.int  properties,  as  in  that  of  slavciy, 
whole  produce  belongs  to  a  single  owner,  and  the  distinction  of 
profits,  and  wages,  does  not  cxiiit.     In  all  other  respects,  the  two  states 
of  society  are  the  extreme  opposltes  of  each  oilier,     The  one  is  the 
state  of  greatest  oppression  and  degradation  to  the  labourinp  class.    The 
other  is  tliat  tu  which  they  are  the  most  uncontrolled  arbiters  of  their* 
own  lot. 

Tlie  advantage,  however,  of  small  properties  in  land,  15  one  of  the  most' 
disputed  questions  in  iha  range  of  political  economy.     On  the  Continent, 
though  there  are   some   dissentients   from   the   prevailing  opinion.    Ihe 
benefit  ot  having  a  numcrojs  proprietary  population  exists  in  the  minds 
of  most  people  in  the  form  ot*  an  axiom.     Uut  English  authorities  are 
either  unaware  of  the  jiidgmtMil    of  Continental  ngrictihiuists,   or  arc 
content  to  put  it  aside,  on  the  jtlea  of  thi'ir  having  no  experience  of  large 
properties  in  favourable  firciinst.innes  ;  (he  advantage  oflarge  properties 
being  only  felt  where  there  arc  also  large  farms  ;  and  as  Tjiis,  in  arable 
districts,  imphts  a  greater  accumulation  of  capital  than  usually  c-xisis  nn  ■ 
the  Continent,  the  great  Continental  estates,  except  in  the  case  ol  grazing- 
forms,  arc  mostly  let  out  for  ctillix-ation  in  small  portions.     There  is  some- 
truth  in  this  ;   but  the  argument  admits  of  being  retorted  ;   for  vf  (he 
Continent  knows  lillt'e,  by  expencnce.  of  cultivation  on  n  lai^e  scale  and 
by  targe  capital,  the  generality  of  English  writers  are  no  better  acquainted 
practically  with  peasant  proprietors,  and  have  almost  always  the  mast 
erroneous  ideas  of  their  social  condition  and  mode  of  life.     Vet  the  old- 
traditions  even  of  England  arc  on  the  same  side  with  the  gcnend  opinion- 
of  the  Continent.     The  'yeomanry'  who  were  vaunted  as  the  glur)*  of 

■  Denraatl;  hai  the  honour  of  iKing  the  first  Continental  nation  wliif^h  followed 
the  gaaniplc  of  Englacut ;  and  the  cinwiicip-itiun  of  the  slaves  wits  oncof  ihccarlicsti 
acts  of  the  French  I'l ovision.il  Uovcrnmcnt.    Still  more  recently,  the  prt^css  of* 
the  Anitrrir;aii  iiiIikI  towards  a  dctcrminAtion  to  lid  itself  of  litis  odiuus  slain  bai 
IfccD  oanifest^d  hy  verj-  gratifying  symptoms. 


PEASANT  PROPRIETcnS. 

England  while  they  existed,  and  have  been  so  much  monmcd  o\tr  since 
thty  disappeared,  were  cither  small  pro]jnctors  or  small  faimcrs,  snd  if 
ihey  were  mostly  Uie  last,  llic  diaracier  they  bore  fur  sturdy  inde- 
pendence is  tbc  more  nolicealjle.  There  Is  a  part  of  Englrmd,  imforlu- 
n^iiely  a  very  small  part,  where  peasant  propnetors  are  still  common  ;  for 
such  are  the  '  siatesmen  '  tif  Cumberland  and  \Vc5tmorelard,  tliough  ihcy 
pay,  I  believe,  generally  if  not  universally,  certain  customary  dues, 
which,  bciiiij  fixed,  no  more  alTcct  their  character  of  proprietors  than  the 
land-lax  docs.  There  is  but  one  voice,  among  those  ac^iuainted  with  the 
country,  on  the  admirable  efi'L-cis  of  tliis  teuLie  of  land  iu  those  counties. 
No  other  agricuUiirid  population  in  Englaud  could  have  furnished  the 
originals  of  Wordsworlh's  peasantry.* 

The  general  system,  however,  of  Knglish  cuUivation,  affording  no  ex- 
perience to  render  the  nature  and  operation  of  peasant  propenics  familiar, 
and  Englishmen  being  in  general  profoundly  ignnmnt  of  the  ag;'ii cultural 
economy  of  utLer  countries,  the  very  idea  of  peasant  proprietors  is  strangG 
to  the  English  mind,  and  doc3  not  easily  find  access  to  it.  Even  lliu 
foniis  of  l.mguage  stand  in  the  way  :  the  familiar  designation  fnr  owners 
of  land  being  '  landlords,'  a  term  to  which  '  tenants '  Is  .ihvays  undi-rstooil 
as  a  correlative.  When,  very  recently,  the  suggestion  of  peasant  pro- 
perties as  a  means  of  Irish  improvement  found  its  way  into  parliamentary 
and  newspaper  discussions,  there  were  writers  of  pretension  to  whom  the 
word  'proprietor  '  was  so  far  from  convcymg  any  distinct  idea,  that  they 
mistook  the  small  holdings  of  Irish  cottier  tenants  for  peasant  properties. 
The  subject  being  sti  little  understood,  1  think  it  impcirtnnt,  before  enter- 
ing into  the  theory  of  it,  to  do  something  towards  showing  how  the  case 
stands  as  to  matter  of  fact;  by  exhibiting,  at  greater  length  than  would 
otherwise  bo  admissible,  some  of  the  testimony  %vhich  exists  respecting 
the  state  of  cultiv;ilion,  and  the  comfort  and  happiness  of  the  cultivators, 
in  those  countries  and  parts  of  countries,  in  which  the  greater  part  qI  ilie 

•  In  Mr.  Wordg^varth'j  liitic  descriptive  work  on  the  scenery  of  the  Lakes,  he 
speaks  of  the  upper  part  of  iho  dales  as  having  lieeii  fcic  centuries  'a  perfect  re- 
public of  iliejJicrds  ami  ngricnllurisls,  proprietors,  (or  (he  most  jwrt,  of  ihc  Inntls 
which  thcjr  occuincd  und  culiirntcd.  The  plough  of  each  man  was  confine  J  to  the 
maintenance  of  his  own  family,  or  Lo  the  occaf;iuTi3l  acconmnKl.iiion  of  his  neigh- 
lour.  Two  or  three  cowslumislied  wcti  family  wit  ti  milk  nnU  cheese.  The  chape! 
was  Ihc  only  edifice  that  presided  over  these  dwellings,  the  suprfme  liead  of  this 
puie  comiiuit»we;iUh  ;  tJic  nieiiit^crs  of  which  cxislctl  ia  iha  mlJit  of  2.  powerful 
empire,  [ike  an  ideal  socicly,  or  an  organised  cummuiiity,  whose  cons-tilotion  had 
been  imposed  and  ic{;i''lated  by  the  uiounlaiDS  which  protccied  it.  Neither  high- 
boin  iwiblciiwn,  knlglit,  uor  esquire  was  here  ;  but  many  of  ihe;c  humble  sons  of 
the  bills  had  %  conscioiisnefs  that  the  land  which  they  walked  over  and  tilled  had 
fof  more  than  five  hundred  j-cars  lioen  nowessed  by  iii?n  of  their  name  and  blood. 
.  .  .  Corn  was  grown  in  these  vales  svilticicnt  \ipon  e.^eh  estate  to  furnish  bread  for 
each  family,  no  more.  The  sIohhs  anrl  moisture  of  the  climate  induced  them  lo 
.iprinkle  Ihpir  upland  piopcrty  with  outhouses  nf  rative  sltinc,  as  [jIbccs  of  shelter 
for  their  sheep,  where,  m  ttnipe^tiious  weather,  food  was  distributed  to  ihem. 
Every  family  spun  from  lis  own  Hock  ihe  wiiol  wilh  which  it  was  diilhed ;  a 
wc«vor  wos  here  ami  there  found  among  ihura,  and  the  rest  of  their  wants  was  ap- 
plied by  the  produce  of  the  yam,  which  they  carded  and  spun  in  their  o^^^l  houses, 
and  carried  |o  niaiket  cilhtr  under  their  arms,  or  more  frequently  on  pn(l*h"iscs, a 
small  train  taking  thdr  way  weekly  down  the  vallej*,  or  over  the  mouninius,  to  the 
most  commodious  town.' — A  Dtsaipthn  a/the  Sfauiy  ef  the  Laket  in  the  No}ik 
'En^laiulf  3rd  edit. ;»;».  50  to  53  and  63  to  65. 


g  2.  I  l.iy  no  stress  on  the  condition  of  North  America,  where,  as  is 
well  known,  the  land,  wherever  free  from  the  curse  of  slavery,  is  almost 
universally  oivncd  by  the  same  person  who  holds  the  plough.  A  counlry 
combining  the  natural  fcrulity  of  America  with  the  knowledge  and  arts  of 
modern  Europe,  is  so  peculiarly  circunisUinced,  that  scarcely  .tnything-, 
except  insecurity  of  property  or  a  tyrannical  government,  could  materially 
Impair  the  prosperity  of  the  industrious  classes.  1  might,  with  Sismoiidi, 
insist  more  strongly  on  the  case  of  ancient  Italy,  cspec-ally  Latium,  that 
Campagna  which  then  swarmed  with  inhabitants  in  the  very  rcgiona 
which  under  a  contrary  regime  have  become  uninhabilatle  fronn  malaria. 
But  I  prefec  taking  the  evidence  of  the  same  writer  on  things  known  to  him 
by  personal  observation, 

'Cest  surtont  la  Suisse,'  s.iys  M,  de  Sisniondi,  'qu'il  faut  parcourir, 
qu'il  faut  ^tiidier,  pour  juger  du  bonheur  des  paysatis  propri^iaires.  Cest 
la  Suisse  qu'il  faut  apprendrc  h.  conn.tTtre  pour  se  convaincre  que  I'agn- 
culturc  pratiqu^e  par  ccux-lii  mfime  qui  en  recueillent  les  fruits  suffit  pour 
procurer  une  graiide  aisance  h.  une  population  itils  nonibreuse  ;  une 
grandc  independance  de  cira-cti^re,  fi-uit  de  ]'ind<^pendance  dcs  sittiations; 
un  grand  commerce  de  consommalion,  consequence  du  bien-ctre  de  tons 
Tcs  habitans,  meme  dans  un  pays  dont  le  cliraat  est  ntde,  dont  le  sol  est 
mt'diocrcmcnt  fertile,  et  oCi  les  gcli5cs  tardives  et  I'incorstance  des  saisons 
diJtruiscnt  sou^xnt  I'espoir  du  laboureur.  On  nc  saurait  voir  sans  admira- 
tion CCS  maisons  de  bois  du  nioindre  paysan,  si  vastcs,  si  bien  closes,  si 
bien  constniites,  si  couvertes  de  sculpture,  Dans  Timc^rieur  de  grands 
corridors  diigagcnt  chaquc  clianibrc  de  la  nombretisc  famille  ;  chiiquc 
chambre  n'a  qu'un  lit,  et  il  est  abondanimerit  pourvu  de  ridcaux,  de  cou- 
vertures,  et  du  linge  le  plus  bl.inc  ;  dcs  mcubles  5oiyni5s  I'entolirenl  ;  leS 
armoires  sont  remplics  de  linge,  la  laiterie  est  ^■aste,  a^r^f,  et  d'lme 
netlet<5  e>:<|uise  ;  sous  le  m^me  toit  on  trouve  de  grands  app revision nc- 
mens  de  bltJ,  de  viande  salee,  de  fromage  et  dc  bois ;  dans  les  i;tables 
on  voit  le  bctail  Ic  mieux  soigne  et  le  plus  beau  de  I'Europe  ;  le  jardin  est 
plants  defleurs,  les  hommes  cnmnie  les  femtnes  aontchaudement  et  proprc- 
ment  habill^s,  les  derni&res  conservent  avec  orgnell  leur  antique  costume ; 
tous  portent  sur  leur  visage  I'empreinte  de  la  vigueur  et  de  la  santd.  Que 
d'autrcs  nations  vantent  leur  opulence,  la  Suisse  pocrra  toujours  leur 
opposer  avec  orgueit  scs  paysans.'* 

The  same  eminent  writer  thus  expresses  liis  opinion  on  peasant 
proprietorship  In  general. 

'  Partout  ou  I'on  retrouve  les  paysans  proprielalres,  on  retrouvc  atissi 
cctte  aisance,  cetle  spcurilt.*,  celie  coiifiance  dans  I'avcnir,  cctie  IndiJ- 
pcndancc  qui  assurent  en  menie  temps  le  bonheur  et  la  \ertt,'.  Le 
paysan  qui  fait  avec  ses  enfans  tout  Touvragc  dc  son  petit  hi^rilage, 
qui  ne  paie  de  fermage  5.  personnc  au-dessus  dc  lui,  ni  de  salaire  .\ 
personne  audessous,  qui  riglc  sa  prodtiction  sur  sa  coiisomm.ilion,  qui 
mange  .son  propre  blc',  boit  son  propre  vin.se  revet  dcson  chanvrcel  de  ses 
laines,  sc  soucie  peti  de  connaiire  les  prix  du  niarchi? ;  car  il  a  peu  it  vcndi-e 
et  pen  4  acheler,  et  il  n'est  jamais  ruin^  par  les  revolutions  du  commerce. 
Lorn  dc  cL'aindre  pour  I'avcnir,  il  le  voit  s'embellir  dans  son  csp<5rance ;  car  il 


*  E{udei  mr  fEioncmu  Pctiti^ut,  Eisftl  III. 
Loing's  Nfta  e/a  Trauiler,  p.  354. 
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met  &  profit  pour  ses  enfans,  pour  Ics  si^clcs  qui  vicndront,  chairun  des 
instans  que  ne  retjuicrt  pas  de  lui  le  travail  de  I'anntfe.  II  lui  a  suffi  de 
doaner  peu  de  iTiomcii5  de  travail  pnur  mellre  eii  terre  le  noyjiu  qui  dans 
cent  ans  sera  un  grand  aibre,  pour  crcuser  I'aqu^duc  qui  sechera  a  jiimais 
son  champ,  pour  former  le  conduit  qui  lui  amfenera  ime  source  d'c;iu  vive, 
pour  am^Iiorer  par  des  sotns  sou\'eiit  r^p<5tf5s  mais  d^robi^s  sur  Its  instans 
perdus,  touies  les  esp^ces  d'animauxet  devdg^taux  dont  il  s'entoure.  Son 
jctit  patrimoine  est  une  vraie  caisse  d'l^pargnes,  toujours  pr<5ie  h  recevoir 
LIS  ses  petits  profils,  k  uttltscr  luus  scs  mumens  de  Loisir.  La  puissance 
Lijours  agissante  de  la  nature  les  ri5coiide,  ct  les  lui  rend  au  centuple, 
paysaii  a  vivement  le  seiuinipnt  de  ce  bonhcur  attacW  Ji  la  condilioa 
propridtaire.  Aiissi  est-il  toiijottrs  empress^  d'acheter  de  la  tene  k 
ut  pnx.  11  la  jiaie  plus  qu'elle  ne  vaui,  plus  qu'elle  ne  lui  rendra  pcut- 
re ;  mais  combien  n'a-l-if  pas  raison  d'cadmer  i  im  haut  prix  I'avantagc 
jjlaccr  di.'sonTiais  toujours  avantageuseraent  son  travail,  sans  ^tre 
X^  de  I'ulTrir  au  rabais  ;  dc  trouver  toujours  au  besoin  son  pain,  sans 
Stre  obliy^  de  le  payer  il  I'ench^re. 

'  Le  paysan  propri<-Maire  est  de  lous  les  cultivateurs  celui  qui  tire  Ic  plus 

le  parti  du  sol ;  parceque  c'est  celui  qui  son^e  le  plus  h  I'avenir,  tout 

[Coinme  celui  qui  a  €l6  le  plus  ^claii'i?  par  I'exp^nence  ;  c'est  encore  lui  qui 

net  le  niieux  a  profit  le  travail  hiimain,  parceque  ri^parrissant  ses  occu- 

3aiiou3  cntrc  tous  les  membies  de  sa  fatniUe,  il  en  rt'serve  pour  tous  les 

Jours  de  ranuife,  de  nianiire  Ji  ee  qu  il  n'y  ait  de  chOmage  pour  perscinne : 

"e  tous  les  cultivaleurs  il  est  le  plus  heureux,  el  en  nieme  temps,  sur  un 

5pace  donnt?,  la  terre  ne  nourrit  bienj  sans  s'^puiser,  et  n'occupc  jamais 

l-'tant    d'habitans    que    lorsqu'ils   sont   propri^iaircs  ;    enfin  de  tous  Ics 

tivateurs    le    paysan    proprictaire   est    celui    qui   dunne    le   plus    d'en- 

:Dtiragement  au  commerce  et  5-  I'induslnc,  parcequ'il  est  le  plus  riche.'* 

This  picture  of  unwearied  assiduityj  and  what  may  be  called  aft'ectionate 

Ueresl  in  the  land,  is  bome  out  in  regard  to  the  more  intelligent  Cantons 

'Switzerland  by  English  observers.    '  In  walking  anywhere  in  the  neigh- 

boLirhoud  of  Ziirich,'  5ays  Mr.  Inglis,  'in  looking  to  the  right  or  to  the 

left,  one  Is  struck  with  the  extraordinary  industry  of  the  inhabitants  ;  and 

learn   that  a  proprietor  here  has  a  return  of  ten  per  cent.,  we  are 

^clincd  to  say,  "he  deserA-es  it."     1  speak  at  present  of  couniry  labour, 

fh  1  believe  that  in  every  kind  of  trade  also,  the  people  of  Zurich  nre 

rkablc  for  their  assiduity  ;  but  in  the  indtisiry  they  show  in  the 

And   in   nnolher   work  {Nainvartx  Primipes  if E<ciioiitie  Po/itiijtif,  liv.  iii., 

ch.  3)  he  says  ;  '',tuarnl  on  ttavetse  la  Suisse  pccsqo'cnticrc,  phisictn's  provinces 

France,  tVItalie,  cl  d'AIIemngnc,  il  n'est  pas  Ijc-wih  de  dcniaiiiltT,  en  regardant 

biic]ue  parttc  iIi:  tcfrc,  si  elle  appnrlient  i  ui>  cuhivnteur  proprit-laite  ou  ^  un 

^rmier.     I.es  soins  bicn  cnlendus,  Ics  jojissance.^  picpai^es  sm  lahiiur^ur,  la.  psmrc 

^lic  la  Ciiiiipagiie  a  reciie  <le  ses  tiiains,  indiquctit  bii^ti,  vtle  !e  ptcvbiier.      11  est  vrai 

lu'uo  fiOBverncincnt  oppressif  pcut  ddiniire  TaJsance  et  abmtir  linlelligcnce  que 

levuit  iiiintier  la  piopticte,  que  Timpot  peiit  ealever  le  plus  net  dti  jitocluit  des 

"lamjH,  que  I'in'.olence  ies  agens  Ju  pouToir  peiU  troubler  k  st^curilc  des  pjiysans, 

kue    rimpoesibititc    d'otilcnii    jiislkc    contrc   un   puis&int   voisin   puut  jvtur   le 

Kcoumgrnivnt  dans  I'aine,  ct  que.  dans  te  beau  pays  qui  a  ijlt  rendu  i  I'adroims- 

tration  dii  Roi  de  Sardaignc.  un  proprictaire  portc  aussi  bicn  qu'iin  joumalicr 

runiraniie  dc  la  misere,'     He  is  here  sjicaking  rjf  Savoy,  where  Llie  peasants  me 

gcncraUy  proprietors  ;  and  according  to  authentic  accounts,  extremely  miserable. 

But,  as  M.  de  Stsinondi  continues,  '  On  a  beau  sc  confornnei  it  unc  sculc  <lcs 

regies  de  I'^ommnc  piibliquc,  elle  ue  [leul  pas  opcrex  U  l^icn  k  elle  seuley  tin, 

"Etiioiinuc  le  n      " 
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cuUnaiion  of  their  land  I  may  safel/  say  they  arc  unrivalled.  When 
I  used  to  open  my  caacmciit  between  four  and  five  in  the  maming  to 
look  out  upon  ihc  lake  and  tlic  distant  Alps,  I  saw  the  labourer  in  the 
liclds ;  and  when  I  rctnrntd  from  an  tvcninjf  walk,  lonjr  after  sunset,  as 
late,  perhaps,  as  h;ilf-i>.i5t  eight,  there  was  the  labourer,  niowiny  his  trass, 
or  tying'  up  his  vines.  ...  It  is  impossible  to  look  at  a  field,  a  garden,  a 
hcd;;inj,',  scarcely  even  a  tree,  a  flower,  or  a  vegetable,  without  perceiving 
proofs  of  the  extreme  care  and  industry  that  ore  bestowed  upon  the 
cultivation  of  the  soil.  If  for  example,  a  path  leads  through,  or  by  the 
side  of  a  field  of  grain,  the  com  is  not,  as  in  England,  permitted  to  bang 
over  tlie  jialh,  exposed  tu  be  ptdlcd  or  trodden  down  by  every  passer  by  ; 
it  is  everywhere  bounded  by  a  fence,  stakes  are  placed  at  intervals  of 
about  a  yard,  and,  about  two  or  "three  feet  from  the  ground,  boughs  of 
trees  arc  passed  longitudinally  along.  If  yon  look  into  a  field  towards 
evening,  where  there  are  large  beds  ofcanliflower  or  cabbage,  you  will 
(iinl  iliat  every  single  plant  has  been  watered.  In  the  gardens,  wliich 
.irouiid  Zurich  .trc  exlrcinely  targe,  the  moit  punctilious  care  is  evinced  in 
every  pruduction  th;it  grows.  The  vegetables  are  planted  with  seemingly 
mallieniatical  accur;iry ;  not  a  single  ivec<I  is  to  be  seen,  nor  a  single 
sionc.  Plants  arc  not  earthed  up  as  with  us,  but  am  planted  in  a  small 
hollow,  into  each  of  which  a  little  manure  is  put,  ;i.iul  each  plant  is 
watered  daily.  Where  seeds  are  sown,  die  earth  directly  above  I&  broken 
into  the  tinc^t  powder ;  cvcrj-  shmb,  every  flower  is  tied  to  a  stake,  and 
where  there  is  wal!-fruit  u  trellis  is  erected  against  the  wall,  to  *hich  the 
bouglis  arc  fastened,  and  there  is  nut  a  single  thing  that  has  ttul  its 
apprnpriate  resting  place.'* 

Of  one  of  the  remote  valleys  of  the  Higli  Alps  the  same  writer  thus 
expresses  hlnuelf  t  :— 

'  In  tlic  whole  of  the  Engadine  the  land  belongs  to  the  pcisaniry,  who, 
like  the  inhabitants  of  every  other  place  where  Uiis  stale  of  things  exists, 
vary  greatly  in  the  extent  of  llicir  possessions.  .  .  .  Gc;ter;d!y  spe.iklng, 
an  Kn^'adine  peasant  lives  entirely  upon  the  piodure  of  Ins  land,  with  the 
cxccpiinn  of  [he  few  articles  of  foixi^n  growth  rcf|uircd  in  hia  family,  such 
as  coffee,  sugar,  .nnd  wine.  I-'lax  is  grown,  prepared,  spun,  and  woven, 
without  ever  leaving  his  house.  He  has  also  his  own  wool,  which  ia 
converted  into  a  blue  coat  without  passing  through  Ihc  hands  of  either 
the  dyer  or  the  tailor.  The  country  is  incapable  of  greater  cultivation 
than  It  lias  received.  All  ha^  been  done  for  it  that  industry  .^nd  extreme 
love  of  gain  can  devise.  There  is  not  a  foot  of  waste  land  in  the 
Engadine,  the  lowest  part  of  which  is  not  much  lower  than  the  top  of 
Snowdon.  Wherever  grass  will  grow,  there  it  is;  wherever  a  rock  will 
bear  a  blade,  verdure  is  seen  upon  it ;  wherever  an  ear  of  rye  will  ripen, 
iberc  it  is  to  be  found.  Barley  and  oats  have  also  iheirnppropriale  spots} 
and  wherever  rt  is  possible  to  ripen  a  little  patch  of  wheat,  the  cultivation 
of  it  is  attempted.  In  no  counlr>-  in  Europe  will  be  found  so  few  poor  as 
in  the  Eng.idine.  In  the  village  of  Suss,  which  contains  about  six 
hundred  inhabiiants,  there  is  not  a  single  individual  who  has  not  where- 
withal to  live  coniforlably,  not  a  single  individual  who  is  indebted  to 
others  for  one  morsel  that  he  eats.' 


•  Swiherlauii,  tht  Smth  oj  /■'ratt.-,',  am!  the  Fyren-cs,  in  i8jo. 
InglU.     Vol.  i.  cli.  2. 
f  Ii»'d  cb.  8  and  la 
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'Notwithstanding  the  general  prosperity  of  the  Swiss  peasantry,  this 
total  absence  of  pauperism  and  (it  may  also  be  said)  of  poverty,  cannot  be 
predicated  of  the  whole  country ;  the  largest  and  richest  canton,  that  of 
Berae,  being  an  example  of  the  contrary  ;  for  although,  in  the  parts  of  it 
which  are  occupied  by  peasant  proprietors,  their  industry  is  as  remarkable 
and  their  ease  and  comfort  as  conspicuous  as  elsewhere,  the  canton  is 
burthened  with  a  numerous  pauper  population,  through  the  operation  of 
the  worst  regulated  system  of  poor-law  administration  in  Europe,  except 
that  of  England  before  the  new  Poor  Law.  Nor  is  Switzerland  in  some 
other  respects  a  favourable  example  of  all  that  peasant  properties  might 
effect.  There  exists  a  series  of  statistical  accounts  of  the  Swiss  cantoris, 
drawn  up  mostly  with  great  care  and  intelligence,  containing  detailed 
information,  of  tolerably  recent  date,  respecting  the  condition  of  the  land 
and  of  the  people.  From  these,  the  subdivision  appears  to  be  often  so 
minute,  that  it  can  hardly  be  supposed  not  to  be  excessive  ;  and  the 
indebtedness  of  the  proprietors  m  the  flourishing  canton  of  Zurich 
'borders'  as  the  writer  expresses  it,  'on  the  incredible  ;'*' so  that  'only 
the  intensest  industry,  frugality,  temperance,  and  complete  freedom  of 
commerce  enable  them  to  stand  their  ground.'  Yet  the  general  con- 
clusion deducible  from  these  books  is  that  since  the  beginning  of  the 
century,  and  concurrently  with  the  subdivision  of  many  great  estates 
which  belonged  to  nobles  or  to  the  cantonal  governments,  there  has  been 
a  striking  and  rapid  improvement  in  almost  every  department  of  agricul- 
ture, as  well  as  in  the  houses,  the  habits,  and  the  food  of  the  people.  The 
writer  of  the  account  ofThiirgau  goes  so  far  as  to  say,  that  since  the  sub- 
division of  the  feudal  estates  into  peasant  properties,  it  is  not  uncommon 
for  a  third  or  a  fourth  part  of  an  estate  to  produce  as  much  grain,  and 
support  as  many  head  of  cattle,  as  the  whole  estate  did  before,  f 

§  3.  One  of  the  countries  in  which  peasant  proprietors  are  of  oldest 
date,  and  most  numerous  in  proportion  to  the  population,  is  Norway.  Of 
the  social  and  economical  condition  of  that  country  an  interesting  account 
has  been  given  by  Mr,  Laing.  His  testimony  in  favour  of  small  landed 
properties  both  there  and  elsewhere,  is  given  with  great  decision.  I  shall 
quote  a  few  passages. 

'  If  small  proprietors  are  not  good  farmers,  it  is  not  from  the  same 
cause  here  which  we  are  told  makes  them  so  in  Scotland — indolence  and 
want  of  exertion.  The  extent  to  which  irrigation  is  carried  on  in  these 
glens  and  valleys  shows  a  spirit  of  exertion  and  co-operation^  (I  request 

*  '  Eine  an  das  unglaubliche  granzende  Schuldenmasse '  is  the  expression. 
{Historisch'geographisch-stalisckes  Genialde  der  Sckweh.  Erster  Tkeil.  Der 
Kanton  Zurich.  Von  Ceroid  Meyer  von  Xnonaii,  1834,  pp.  80-I.)  There  are 
villages  in  Zurich,  he  adds,  in  which  there  is  not  a  single  properly  unmortgaged. 
It  docs  not,  however,  follow  that  each  individual  proprietor  is  deeply  involved  be- 
cause the  aggregate  mass  of  incumbrances  is  large.  In  the  Canton  of  Schaflhausen, 
for  instance,  it  is  stated  that  the  landed  properties  are  almost  all  mortgaged,  but 
larely  for  more  than  one-half  iheir  registered  value  [Zwolfler  Theil.  Der  Kanton 
Schajfhaitsen,  von  Edward  Im-Thurn,  1840,  p.  52),  and  the  mortgages  are  often  for 
the  improvement  and  enlargement  oi  the  estate.  {Sie6enzehnler  Tlicil.  Der 
KanfoH  Thiirgaii,  von  J.  A.  Pupikofer,  1837,  p.  209.) 

t  '  Deiiselben  Erfolg  hat  die  Vertheilung  der  ehemaligen  grossen  Lehenhofe  in 
mehrere  kleinere  eigenthiimliche  Bauemgtiter.  Es  its  gar  nicht  seUen,  dass  ein 
Dritlheil  oder  Vierthcil  eines  solchen  Hofes  nun  eben  soviel  Getreide  liefert  und 
eben  so  viel  Stuck  Vieh  unterhalt  als  vormals  der  gahze  Hof.'    {Thiirgau,  p.  72.) 
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particular  altemion  to  ihis  jioint)  'to  which  the  latter  can  show  notliing 
similar.  Hay  being  the  principal  winter  support  of  live  stock,  aiid  both 
it  and  corn,  as  well  as  polaloes,  liable,  from  the  shallow  soil  and  powerful 
reflection  of  sunshine  from  t]iG  rocks,  to  be  burnt  and  withered  up,  the 
greatest  exertions  arc  made  to  bring  water  from  the  head  of  each  ^len, 
along  such  a  level  a,s  will  ^ive  Ihc  cuounand  of  u  to  each  farmer  at  the 
head  of  his  fields.  This  is  done  by  leading  it  in  wooden  troughs  (the 
half  of  a  tree  roughly  scooped)  from  the  highest  perennial  stream  amonu 
the  hills,  through  woods,  across  ravines,  along  the  rocky,  often  perpen- 
dicular, sides  of  the  glens,  and  from  this  main  trough  giving  a  lateral  one 
to  each  farmer  in  passing  the  head  of  his  farm.  He  distributes  this  supply 
by  moveable  troughs  among  his  fields ;  and  at  this  season  waters  each 
rig  successively  with  scoops  like  those  used  by  bleachers  in  watering 
cloth,  laying  his  trough  betivcen  every  two  rigs.  One  would  not  believe, 
without  seeing  it,  how  very  large  an  extent  of  land  is  traversed  expe- 
ditiously by  these  arlificial  showers.  The  extent  of  the  main  troughs  is 
very  great.  In  one  glen  I  walked  ten  miles,  and  found  it  troughed  on 
both  sides  :  on  one,  the  chain  is  continued  down  the  main  valley  for  forty 
miles.  Those  may  be  bad  farmers  who  do  such  things ;  but  they  are 
not  indolent,  nor  ignorant  of  the  principle  of  working  in  concert,  and 
keeping  up  establishments  for  coinmou  benefit.  They  are,  undoubtedly, 
in  thes«  respects,  far  in  advance  of  any  community  of  collars  in  our 
Highland  glens.  They  feel  as  proprietors,  who  receive  the  advantage  of 
their  own  exertions.  The  excellent  slate  of  the  roads  and  bridges  is 
another  proof  that  the  country  is  inhabited  by  people  who  have  a  common 
interest  to  keep  them  imder  repair.     There  are  no  Lolls,' 

'  It  is,  I  am  aware,  a  favourite  and  constant  observation  of  our  agricul- 
tural writers,  that  these  small  proprietors  make  the  worst  farmers.  It 
may  be  so ;  but  a  population  may  be  in  a  wretched  condition,  although 
Vlieir  country  is  very  well  farmed  ;  or  they  m.iy  be  happy,  allhoiigh  bad 
cultivators.  .  .  .  Good  farming  is  a  phrase  composed  of  two  words  which 
have  no  more  application  to  the  happiness  or  well-being  of  a  people  than 
good  weaving  or  good  ironfouuding.  That  the  human  powers  should  be 
well  applied,  and  not  misapplied,  in  the  production  of  grain,  or  iron,  or 
ctotliing,  is,  no  doubt,  an  object  of  great  importauce  ;  but  the  happiness 
or  well-being  of  a  people  dues  not  entirely  depend  upon  it  //  Arts  mare 
effect  on  their  number'^  than  on  their  Cfimiition.  The  producer  of  grain 
who  is  working  for  himself  only,  who  is  owner  of  his  land,  and  has  not  a 
third  of  -ts  produce  to  p.ay  as  rent,  can  affiird  to  be  a  worse  farmer  by 
one-third,  than  a  tenant,  and  is,  notwithstanding,  in  a  preferable  condition. 
Our  agricultural  writers  tell  us,  indeed,  that  labourers  in  agriculture  are 
much  better  olTas  fiirm-servants  than  they  would  be  as  small  proprietors. 
We  have  only  the  masters  word  fov  this.  Ask  the  sei-vant.  The  colonists 
told  us  the  same  thing  of  their  slaves.  If  property  is  a  good  and  desirable 
thing,  I  suspect  that  the  smallest  quantity  of  it  is  good  and  desirable ; 
and  that  the  state  of  society  in  which  it  is  most  widely  difTuscd  is  the  best 
constituted." 

On  the  cfiects  of  peasant  proprietorship  on  the  Continent  generally,  the 
same  writer  cxpressirs  himself  as  follows  ;  f — ■ 

'  ]f  we  listen  to  the  large  farmer,  the  scientific  agriculturist,  the'  [EngUsli] 
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political  economist,  g^ood  farming  must  perish  with  large  farms ;  the  very 
dca  that  good  farming  can  ei-isr,  unless  on  large  farms  cultivated  with 
greut  capital,  they  bald  to  be  absurd.  Draining,  manuring,  economical 
arrangement,  deaning^  the  land,  regular  rolalimis,  vatttablc  stock  and 
implements,  alJ  belong  exclusively  to  large  farms,  worked  by  large  capital, 
and  Iiy  hirrd  l.ibour.  This  reads  vei-y  well ;  but  if  we  nil^e  our  eyes  from 
their  books  to  their  fields,  and  coolly  compare  what  we  sec  in  the  best 
districts  farmed  in  large  fanns,  wiih  what  we  see  in  the  best  districts 
farmed  in  small  faims,  wc  see,  and  there  is  no  blinking  the  fact,  better 
crops  on  the  ground  in  Flanders,  East  Fricaland,  Holstcinj  in  short,  on 
the  whole  line  of  the  arable  land  of  equal  quality  of  the  Continent,  from 
the  .Sound  to  Calais,  than  we  see  on  the  line  of  British  coast  opposite  to 
this  line,  and  in  the  same  latitudes,  from  the  Frith  of  Forth  all  round  to 
Dover.  Minute  labour  on  small  portions  of  arable  ground  gives  evidently, 
in  equal  soils  and  climate,  a  superior  productiveness,  M-hcre  these  small 
portions  belong  in  property,  as  in  Flanders,  Holland,  Friesland,  and 
Ditmarsch  in  Holstein,  to  the  fanner.  It  is  not  pretended  by  our  agri- 
cuhurat  writers,  that  our  large  fanners,  even  in  Der\vickshire,  Roxburgh- 
shire, or  the  l.othians,  .ipproach  to  the  garden-like  cultivation,  attention 
to  manures,  drainage,  and  clean  st.ite  of  the  land,  or  in  pi-oducliveness 
from  a  small  space  of  soil  not  originally  rich,  which  distinguish  the  small 
formers  of  Fiimdcrs,  or  their  system.  In  the  hesi-famied  parish  in 
Scotland  or  England,  more  land  is  wasted  in  Llie  corners  and  borders  of 
the  fields  of  large  faniiE,  in  the  roads  tlirough  Uiem,  unnecessjxnly  wide 
because  they  are  bad,  and  bad  because  they  are  wide,  in  neglected 
commons,  waste  spots,  useless  belts  and  clumps  of  sorr>-  trees,  and  such 
unproductive  areas,  than  would  maintain  the  poor  of  the  parish,  if  ihcy 
were  all  laid  together  and  cultivated.  lUit  large  capit;U  applied  lo  farming 
is  of  course  only  applied  to  the  very  best  of  the  soils  of  a  country.  It 
cannot  touch  the  sinall  unproductive  spots  which  require  more  time  and 
lalxiur  to  fertilize  them  than  is  consistent  with  a  t|uick  return  of  capital. 
But  although  hired  time  and  labour  cannot  be  applied  beneficially  lo  such 
cultivarion,  the  owner's  own  time  and  labour  iruiy.  He  is  working  for  no 
higher  returns  at  first  fiom  his  land  than  a  bare  living.  But  in  the  course 
of  generations  fertility  and  value  are  produced  ;  a  better  living,  and  even 
very  improved  processes  of  husbandly,  are  attained.  Furrow  draining, 
stall  feeding  all  summer,  liquid  manures,  are  universal  in  the  husbandry 
of  the  sinall  farms  of  Flanders,  Lombardy,  Switzerland.  Our  most 
improving  districts  under  large  fanns  are  but  beginning  to  adopt  them. 
Dairy  husbandry  even,  and  the  manufacture  of  the  largest  cheeses  by  the 
operation  of  many  small  farmers,*  the  mutual  assurance  of  property 

The  manner  in  which  the  Swiss  peasants  combine  to  carry  on  chccaemaking 
their  united  capital  deserves  to  lie  noted.  '  Eacli  pnristi  in  Snilzeiland  hiies  a 
on,  gencTally  from  ihe  district  of  Giyycre  in  the  canton  of  Freyburp,  lo  take  care 
of  ihc  hrrd,  and  niakc  the  cheese.  One  cheesenmn,  one  pressmnn  or  ossistani,  and 
one  cowherd,  are  considered  necessary  for  every  forty  cows.  Tlie  owners  of  the 
cows  gel  credit  each  of  them,  in  a  book  daily,  [or  the  quantity  of  milk  Hivtn  bjr 
pneh  cow.  The  checieinan  and  his  assjslcinis  milk  ihe  cows,,  jiut  Ihe  milk 
nil  together,  and  make  cheese  of  it,  and  nt  the  entl  of  the  season  each  owner  re- 
ceives ihe  weight  of  cheese  proportionable  to  tbe  quantity  of  ihe  milk  Iiis  rows 
have  dclivfted.  By  this  eo-i]|it;radi-e  plan,  instead  of  thesinall-siied  unmarkctnblc 
cl]eei<:«  only,  which  each  conld  produce  oiU  of  his  three  or  four  cows'  milk,  he  has 
Mme  weight  ia  large  m^ketahle  chee&e  su^cior  in  cjuolity,  becniiM  made  bj 
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ayainst  fire  and  hail-stonns,  by  the  co-opcniiion  of  smjil  fanners— the 
injst  ^scientific  and  cx{>ensiv<:  of  all  agncuUural  operations  in  modem 
limes,  the  mnmifacltire  of  beet-root  su;;ar— the  supply  of  tlic  EurDi>can 
markets  with  i\ax  and  hemp,  by  the  liiisbaidry  ol  small  farmers— Uie 
abuiidanr.e  of  lej^umes,  fmits,  poultry,  in  the  usual  diet  even  of  ihe  lowest 
classes  abroad,  and  ihe  total  want  of  such  variety  at  the  tables  even  of 
Dur  mtddte  classes,  and  this  variety  and  abundance  essentially  connected 
with  the  husbandry  of  small  farmers — ail  these  are  features  in  the  occu- 
pation of  a  countrj-  by  small  proprietor- farmers,  which  must  make  the 
inquirer  pause  before  he  admits  the  dogma  of  our  laud  doctors  at  home, 
that  large  farms  worked  by  hired  labour  and  great  capital  can  alone  bring 
out  the  j^reatesi  productiveness  of  the  soil,  and  furnish  the  ^.^reatest  supply 
of  the  necessaries  and  conveniences  of  hfe  to  the  inhabitants  of  a  country.' 
§  4.  Amony  the  many  flourishing  regions  of  Germany  in  which  peasant 
propcHicit  prevail,  1  stlec^  the  t'ulutinate,  fur  the  advantage  of  quotiug, 
from  an  Eujjli^h  source,  the  results  of  recent  personal  observation  of  its 
agriculture  and  its  people.  Mr.  Ilowitt,  a  writer  whose  habit  ii  is  to  sec 
all  English  objects  and  English  socialities  e/t  dt\tjt,  and  whu,  in  ireatir^' 
of  Lhc  Rhenish  peasantry,  certainly  docs  nnt  underrate  the  rudeness  of 
their  implements,  atid  the  iiiferioriiy  of  their  ploughing,  nevertheless  shows 
that  under  the  invjjjorating  JnHuence  of  the  feelings  of  proprietorship, 
tliey  make  up  for  the  imperfections  of  their  appiuatus  by  the  intensity  of 
tlielr  appllcaiinn.  ^The  peasant  harrows  and  clears  his  land  till  it  is  in 
the  nicest  order,  and  it  is  admirable  to  see  ihe  crops  which  he  obtains.'* 
'The  peasantsf  are  the  great  and  ever-present  objects  of  country  life. 
They  are  the  great  population  of  the  country,  bcc.-iusc  they  themselves  arc 
the  possessors.     This  country  is,  in  fact,  for  the  most  part,  in  the  hands 

of  the  people.     It  is  parcelled  oui  among  the  mukitudc The 

peasants  are  not,  as  with  us.  for  the  most  part,  totally  cut  off  from 
properly  in  the  soil  lliey  cuhivnte,  totally  depcnclent  on  the  labouraffordcd 
by  olhcrs^ — ijiey  are  themselves  the  proprietors.  U  is,  perhaps,  from  this 
cause  [hat  they  are  probably  the  mosl  industrious  peasantry  m  the  world. 
They  labour  btisily,  early  and  late,  because  the/  feel  that  they  are  hihour- 
ing  for  themselves-  ....  The  German  peaSp-ints  work  hard,  but  they  have 
no  acLual  want.  Every  man  has  his  house,  his  orchardi  his  roadside  trees, 
commonly  so  heavy  with  fruit,  that  he  is  obliged  to  prop  and  secure  ihcm 
all  ways,  or  they  would  be  torn  to  pieces.  lie  has  lus  corn-plot,  Ids  plot 
fur  mangel- wiiriel,  for  hemp,  and  so  on.  He  is  liis  own  master  ;  and  he, 
and  every  member  of  his  family,  h.-Yve  the  strongest  motives  to  lalxiur. 
You  sec  the  efi'ea  of  this  in  that  unremitting  diligence  which  is  beyond 
that  of  the  whole  world  besides,  and  his  economy,  ^hich  is  still  greater. 
The  Germans,  indeed,  arc  not  so  ariive  and  lively  as  the  English.  Yvu. 
never  see  them  in  a  bustle,  or  as  though  they  meant  to  knock  off  a  vast 
deal  in  a  little  time They  are,  on  the  contrary,  slow,  but  for  ever 


people  who  attend  to  no  other  hu&Jncss.  The  chees«maTi  and  bis  ns-iislants  are 
psiii  s«j  mucli  per  head  of  the  cows,  in  nionfjr  ur  in  chfesc,  or  sometime!  they  hire 
the  cows,  ani  pay  the  owners  in  moiu^  or  chccs;. '— ^Vij/i-j  of  a  2'mfe/lfr,  p.  351. 
A  similjir  syilein  tfxisls  in  the  I'lencli  Jurii.  One  of  the  most  rcmarltahlc  points  in 
this  intcre>ttng  case  of  co;nl>in^tiiJii  of  lalyjiu,  is  thi  confidence  which  it  siippuse^ 
ami  wliicli  exjteTiencc  must  jusliry,  in  the  integrity  of  the  persuas  employed. 
'  ^itra/  an  J  Vffmesiii  L*fe  9f  Germany  y  p.  47, 
t  Ibid,  p.  4fO. 
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doing.  They  plod  on  from  day  to  day,  and  year  to  year^the  most 
patient,  imtiralile,  and  per5evenn(,'0f  nnimal*.  The  English  peasant  is  so 
cut  off  from  t!ie  idea  of  property,  that  he  comes  habitually  to  look  upon  it 
as  a  thing  from  which  he  is  warned  by  ihe  laws  of  the  large  proprietors, 

and  becomes,  in  consequence,  spiritless,  purposeless The  German 

bauer,  on  ihc  contnrj'.  looks  on  (he  couutrj-  as  iiiatle  for  him  and  his 
fellow-men.  He  feels  himself  a  man  ;  he  has  a  stake  in  ibe  country,  as 
good  as  [hat  of  the  bu5k  of  bis  neighbours  ;  nn  man  can  threaten  him 
with  ejection,  or  the  workhouse,  so  long  as  he  is  active  and  cctmomical. 
He  walks,  therefore,  wiih  .1  bold  step  ;  he  looks  you  in  the  face  with  the 
air  of.!  free  man,  but  of  a  respectful  one,' 

Of  their  industry,  the  same  writer  thus  further  speaks :  'There  is  rot 
an  hour  of  the  year  in  which  they  do  not  find  unceasing  occupntion.  In 
the  depth  of  winter,  wiien  ihe  weather  permils  Ihein  by  any  means  to  get 
out  of  doors,  they  are  alw.iys  finding  something  to  do.  They  carry  out 
ihcir  manure  to  their  lands  while  the  frost  is  in  them.  If  there  is  not 
frost,  they  arc  busy  cleaning  ditches  and  felling  old  fniit  trees,  or  such  as 
do  not  bear  well.  Such  of  them  as  ate  too  poor  to  lay  in  a  sufficient 
slock  of  wood,  find  plenty  of  work  in  ascendinjj  into  the  mountainous 
wood5,  and  bringing  (hence  fuel.  It  wnuM  astonish  the  English  cfiumon 
people  to  see  the  intense  labonr  with  which  the  Gcnnans  c.irn  ihcir  fire- 
wood. In  the  depth  of  frost  and  snow,  go  into  any  of  their  hills  and 
woods,  and  there  yot:  find  them  hacking  up  stumps,  cutting  off  branches, 
and  gathering,  by  aJI  means  which  the  official  wood-police  will  allow, 
boughs,  stakes,  and  pieces  of  wood,  which  ihey  convey  home  with  the 
most  incredible  (oil  and  patience,'*  After  a  description  of  their  careful 
and  laborious  vineyard  cuIiLire,  he  coiitinues,t  'In  England,  with  its 
g;reat  quantity  of  grass  lands,  and  its  large  farms,  so  soon  as  the  giain  is 
in,  ancf  the  fields  are  shut  up  for  hay  grass,  Ihe  country  seems  in  a  com-, 
parative  slate  of  rest  and  quiet,  lint  here  they  are  everjw'here,  and  for 
ever,  hoeing  and  mowing,  planting  and  cutting,  weeding  and  gathering. 
They  have  a  succession  of  crops  like  a  market-gardener.  They  have  their 
carrots,  poppies,  hemp,  flax,  sainfoin,  lucerne,  rape,  colewort,  cabbage, 
rutabaga,  black  turnips,  Swedish  nnd  white  turnips,  teazles,  Jerusalem 
artichokes,  inanj^el-wiirzel,  paisnips,  kidney-beans,  field-beans  aiid  peas, 
vMchfts,  Indian  coin,  buckwheat,  madder  for  the  manufacturer,  poi-itoes, 
their  great  crop  of  tobacco,  millet— aU,  or  the  greater  part,  imder  the 
family  management,  in  Ihcir  own  family  allotmenls,  'Hiey  ha**e  had 
these  things  first  to  sow,  many  of  them  to  transplant,  to  hoc,  lo  weed, 
to  clear  off  insects,  to  lop  ;  many  of  them  to  mow  and  gather  in  successive 
crops.  They  have  their  watcr-mc^idows,  of  which  kmd  almost  all  their 
meadows  arc,  to  flood,  lo  mow,  and  reftond  ;  water  courses  lo  reopen  and 
to  make  anew  :  their  early  fruits  to  gather,  to  bring  to  market  with  their 
green  crops  of  vegetables  ;  Uicir  cattle,  sheep,  calves,  foals,  most  of  them 
prisoners,  and  poultry  to  look  after  ;  their  vines,  as  they  shoot  rampantly 
m  the  summer  heat,  to  pnmc,  and  thin  out  the  leaves  when  they  are  loo 
thick :  and  any  one  may  imagine  wh.it  a  scene  of  incessant  labour  it  is.' 

This  interesting  skeuh,  to  the  general  truth  of  which  any  observant 
tra\ellcrin  ih.il  highly  culiivated  and  populous  region  can  hear  witness, 
accords  with  the  more  clahoralc  delineation  by  a  distinguished  inhabilani» 


Professor  Rau,  in  his  litUc  treatise '  On  the  Agriculture  of  the  Palaiinate.*^ 
M.  Raii  bears  testimony  not  only  to  the  industry,  but  to  the  skill  and 
intelligence  of  the  peasantry ;  their  judicious  employment  of  manures, 
and  excellent  rotation  of  crops  j  the  progressive  improvement  of  their 
ajfricuhure  for  generations  past,  and  the  spirit  uf  further  improvement 
wiiich  is  still  active.  'The  indefutigablenes:?  of  ihe  country  people,  wlio 
may  be  seen  in  activity  all  the  day  and  all  the  year,  and  nre  never  idle, 
because  they  make  a  good  distribution  of  tlieir  labours,  and  find  for  every 
interval  of  time  a  suitable  occupation,  is  as  neU  known  as  their  zeal  is 
praiseworthy  in  turnintj  to  use  every  circumstance  which  presents  itself,  in 
seizing  upon  every  useful  novelty  which  offers,  and  even  in  searching  out 
new  and  advaDlajfcous  methods.  One  easily  perceives  that  the  peasant 
of  lliti  district  lias  refierled  much  on  his  occupation  :  he  can  give  reasons 
fr>r  his  modes  of  proceeding,  even  if  those  reasons  are  not  :ilvvays  tenable ; 
he  is  as  exact  an  observer  of  proportions  as  it  is  possible  to  be  from 
nicmory,  without  the  aid  of  figures :  he  attends  to  such  general  signs  ol 
the  times  as  appear  to  augur  him  either  bcnclit  or  hann.'f 

§  5.  But  the  most  decisive  c.\amplc  in  opposition  to  the  English  pre- 
judice against  cvillivation  by  peasant  proprietors,  is  tiie  case  of  Belgium. 
The  soil  is  originally  one  of  the  worst  in  Europe.  *  The  provinces,'  says 
Mr.  M'CulIoch,t  'of  West  and  E.ist  Flanders,  and  Hainauh,  fonn  a  far 
stretching  plain,  of  which  the  Uixuriant  vcgciation  indicates  the  indcfatjg;* 
nbic  care  and  labour  bestowed  upon  its  cultivation  ;  for  the  naiuial  soil 
consists  almost  wholly  of  barren  sand,  and  its  great  fertility  is  entirely  llic 
result  of  very  skilful  management  and  judicious  application  of  various 
manures.'  There  exists  a  carefully  prepared  systematic  treatise  on  Flemish 
Husbandry,  in  the  Farmer's  Scries  of  the  -Society  for  the  Diffusion  of 
Useful  Knowledge.  The  writer  observes,§  that  the  Flemish  agriculturists 
'seem  to  want  nothing  but  a  space  to  work  upon  :  whatever  he  the  quality 
or  texture  of  the  soil,  in  time  Ihey  will  make  ir  prcduce  something.  The 
sand  in  the  Campine  can  be  compared  to  nothing  but  the  sands  on  the 
sea-shoic,  which  they  probably  were  originally.  It  is  highly  interesting 
to  follow  step  by  step  the  progress  of  improvement.  Here  you  see  a 
Cottage  and  ludc  cowshed  erected  on  a  spot  of  the  most  unpromising 
aspect.  The  loose  white  sard  blown  into  irregular  mounds  is  only  kept 
together  hy  the  roots  of  the  hcaih  ;  a  small  spot  only  is  levelled  and 
surrounded  by  a  ditch  ;  part  of  this  is  covered  with  young  broom,  ]iart  is 
planted  with  potatoes,  and  perhaps  a  small  patch  of  diminutive  clover 
may  show  itself:'  but  manures,  bolli  solid  and  liquid,  are  collecting,  'and 
this  is  the  nucleus  from  which,  in  a  few  years,  a  litile  farm  will  spread 
around.  ...  If  there  is  no  manure  at  hnnd,  the  only  thing  thai  can  be 
sown,  on  pure  sand,  at  first,  is  broom  :  this  grows  in  the  most  barren 
soils  ;  in  three  years  it  is  ftt  to  cut,  and  produces  some  return  in  fagots 
for  the  bakers  and  britkmakcis.  The  leaves  which  have  fallen  have 
somewhat  enriched  the  soil,  and  the  fibres  of  the  roots  have  given  a 
certain  degree  of  compactness.  It  may  now  be  ploughed  and  so«n  with 
buckwheat,  or  even  wilb  rye  without  manure.     ISy  the  time  this  is  reaped^ 

•    Uit/nr  die  Liini!ii'irlhsr!iaji  iter  Rhfhtpf'xh.  viul  insfxsfftiiicre  itt  lUr  lleULihcr^tf 
Ct^enJ.     Von  U.  Karl  Hciniich  Uau.     Heidelberg,  1S30. 
t  Knu,  pp.  15,  16. 

t  Ce^gra/Aiiii!  Pictmiaty,  Ml.  'Belgium,' 
f  Pp.  11-4. 


some  manure  may  have  been  collected,  ami  a  yegular  course  of  cropping 
rtiay  begin.  As  soon  as  clover  and  potatoes  enable  the  farmer  to  keep 
co\v5  and  make  manure,  :lie  improvement  goes  on  rapidly  ;  in  a  few  yejirs 
the  soil  undergoes  a  coinplele  cliange  ;  il  becomes  mcHow  nnrl  retentive 
of  moisture,  and  enricbed  by  ihe  vegeLible  matter  aflbrdeil  by  tlie  decom- 
position of  the  roots  of  clover  and  other  plants.  .  .  .  After  the  land  has 
been  gradually  brought  into  a  good  state,  and  is  cultivated  in  a  regular 
manner,  there  appears  much  less  difference  between  the  soils  which  have 
been  originally  good,  and  those  which  have  been  made  so  by  labour  and 
industry.  At  least  the  crops  in  both  appear  more  nearly  alite  at  harvest, 
than  is  the  case  in  soils  of  different  qiialuics  in  other  countries.     This  Is  a 

frrcat  proof  of  the  excellency  of  the  Flemish  system  ;  for  il  f-hows  ihat  the 
and  is  in  a  constant  state  of  improvement,  and  that  the  deficiency  of  the 
soil  is  compensated  by  greater  attcniion  to  tillage  and  manuring, 
especially  the  latter.' 

The  people  who  labour  thus  intensely,  because  laboiirin(f  for  themselves, 
have  practised  for  centuries  those  principles  of  rotation  of  crups  and 
economy  of  manures,  which  in  England  are  counted  among  modem 
discoveries  :  and  even  now  the  supcrioiity  of  their  agricultiiie,  as  a  whole, 
to  that  of  Kngl.ind,  is  admitted  by  competent  judges.  'The  ciiUivalion 
ofa  poor  light  soil,  or  a  moderate  soil,'  says  the  writer  last  quoted,* 'is 
generally  superior  in  Flanders  to  that  of  the  most  improved  farms  of  lUc 
same  kind  in  Britain.  We  surpass  the  Flemish  farmer  grciUly  in  capital, 
in  varied  implements  of  tillage,  iu  the  choice  and  breeding  of  cattle  and 
sheep,'  (ihougb,  according  to  the  same  authority,"}"  they  are  much  'before 
us  in  the  feeding  of  their  cows,')  'and  the  British  farmer  is  in  general  a 
man  of  superior  education  to  the  Ffemisb  peasant.  Hut  in  the  minute 
attention  to  the  qualities  of  the  soil,  in  the  management  and  application 
of  manures  of  different  kinds,  in  ihe  judicious  succession  of  crops,  and 
especially  in  the  economy  of  land,  so  that  every  part  of  it  shall  be  in  a 
constant  state  of  production,  we  have  still  something  to  learn  from  the 
Flemings,'  and  not  from  an  instructed  and  enterprising  Fleming  here  and 
there,  but  from  the  general  practice. 

Much  of  llic  most  highly  cultivated  part  of  the  country  consists  of 
peasant  properties,  managed  by  the  proprietors,  always  either  wholly  or 
parUy  by  spade  husbandrj-.J  'When  the  land  is  cultivated  entirely  by 
the  spade,  and  no  horses  are  kept,  a  cow  is  kept  for  every  three  acres  of 
land,  and  entirely  fed  on  artificial  grasses  and  roots.  This  mode  of 
cultivation  is  principHlly  adopted  in  the  Waes  district,  where  properties 
are  very  small.  All  the  labour  is  done  by  the  different  members  of  the 
family  ;'  children  soon  beginning  *  to  assist  in  various  minute  operations, 
according  to  their  age  and  strength,  such  as  weeding,  hoeing,  feeding  the 
cows.  If  they  can  raise  rj'e  and  wheat  enough  to  make  their  bread,  and 
potatoes,  turnips,  carrots,  and  clover,  for  the  cnws,  they  do  well  i  and  the 

firoduce  of  the  sale  of  their  rape-seed,  their  flax,  their  hemp,  and  their 
)mier,  after  deducting  the  expense  of  manure  purchased,,  which  is  always 
con.sider.T,ble,  gives  lliem  a  very  good  profit.  Suppose  the  whole  extent 
of  the  land  to  be  six  acres,  which  is  not  an  uncommon  occupation,  and 
wbidi  one  man  can  manage  ;"  then  (after  describing  the  cultivation),  '  if  a 
man  with  his  wife  and  three  young  children  are  considered  as  equal  to 


Uiree  and  a  lialf  §rown  up  men,  the  family  will  r«|uiie  ihitly-rlne  bushels 
of  grain,  forty-nme  bushels  of  potatoes,  a  fat  ho^,  and  the  butter  and 
milk  of  ftnfe  cow  :  an  acre  and  a  half  of  land  will  produce  the  grain  and 
potatoes,  and  allow  some  ccm  to  finish  the  fattening  of  the  hog,  which 
has  the  extra  buttcnnilk :  amnht;r  acie  in  clover,  eiinois,  and  potatoes, 
toyctUer  with  the  stubble  lurnijjs,  will  more  than  feed  liie  cow ;  con5C- 
[quciltly  two  and  a  half  arrcs  of  land  is  sufiiclent  to  feed  this  family,  and 
tne  produre  of  the  other  three  and  a  half  may  be  sold  to  pay  ihe  rent  or 
the  interest  of  purchase -money,  wear  and  tear  of  implements,  extra 
manure,  and  doihcs  for  the  family.  Hut  these  acres  arc  the  most  profit- 
able on  the  farm,  for  the  hemp,  flax,  and  colza  arc  included  :  and  by 
having  another  acre  in  clover  and  roots,  a  second  cow  can  be  kept,  and 
its  produce  sold.  We  liavCj  therefore,  a.  solution  of  the  problem  hniv  a 
family  can  live  and  thrive  on  six  acres  of  moderate  land.*  After  showinR: 
by  calculation  that  this  extent  of  land  can  be  cultivated  in  the  most  perfect 
manner  by  the  family  without  any  aid  from  hired  labour,  the  writer  con- 
tinues, *  In  a  farm  of  fcfi  acres  entirely  cultivated  by  the  spade,  the  addition 
of  a  man  and  a  woman  to  the  members  of  the  family  will  render  all  the 
operations  more  easy  ;  and  with  a  horse  and  cart  to  carry  out  the  mannrc, 
and  hi-'mg  home  the  produce,  and  occasionally  draw  the  harrows,  Jifieen 
acrej  may  be  very  well  cultivated.  .  .  .  Thus  it  will  l:e  seen,'  (this  is  the 
result  of  some  pages  of  details  and  calculations,*)  '  that  by  spade  husbandry, 
an  industrious  man  with  a  small  capital,  occtipyinj;  only  fifteen  acres  of 
good  light  land,  may  not  only  live  and  bring  up  a  family,  paying  a  good 
r<f«/,  but  may  accumulate  a  considerable  sum  in  the  course  of  his  life.' 
But  the  indefatigable  industr\'  by  which  be  accomplishes  this,  and  of 
which  so  larye  a  portion  is  expended  not  in  the  mere  ciiltivalion,  but  in 
the  impiovcmem,  for  a  distant  return,  of  the  soil  itself— has  that  industry 
no  connexion  with  }wf  payinj,'  rent  ?  Could  it  exist,  without  presupposin>;, 
at  least,  a  vinualiy  permanent  tenure  ? 

As  to  their  mude  uf  living,  '  the  Flemish  fanners  and  labourers  live 
much  moie  econoinlcaily  than  the  same  class  in  England  :  lliey  seldom 
cat  meat,  except  on  Sundays  and  in  harvest :  bulicrm'dk  and  potatoes 
with  brown  bread  is  their  daily  food.'  It  is  on  this  kind  of  evidence  that 
Enjjlish  travellers,  as  tlicy  hurry  ihroupb  Europe,  pronounce  the  peasantry 
of  every  Ctiiitincntal  country  poor  and  miserable,  its  agricultural  and 
socitd  system  a  failure,  and  the  Unjjlisli  the  only  n5gimc  under  which 
labourers  are  well  oiT,  It  Is,  truly  eimiij,'li,  the  only  ri^yimc  under  which, 
labourers,  whether  well  off  or  not,  never  attempt  to  be  belter.  So  little- 
are  Engli&b  labourers  accustomed  to  consider  it  possible  that  a  laliourcr 
should  not  spend  all  he  earns,  that  iliey  habitually  mistake  the  si^ns  of 
economy  for  those  of  poverty.  Observe  the  Hue  iDLci-prctation  of  the 
phenom!?na. 

•Accordingly  they  an  ^raduaUy  acquiring  capital^  and  llicir  great 
nmbition  is  to  have  lanct  of  their  oivn.  They  eagerly  scire  every 
opportunity  of  purchasing"  a  small  farm,  and  the  price  is  so  raised  by 
competition,  that  hind  pays  little  more  than  two  per  cent,  interest  for  the 
purchase  nionfy.  Lnr^-c  properties  gradually  disappear,  and  arc  divided 
mto  small  portions,  %vhich  sell  at  a  hi^h  rale.  IJut  the  wealth  and  industry 
of  the  population  is  cominually  increasing,  being  rather  difiuscd  through 
the  masocs  than  accumttlated  in  individuals.' 


•  Htmish  liutiatifty,  p.  Bit 


Witlt  fads  like  ihcse,  known  and  accessible,  it  is  not  a  little  surprising 
to  find  the  case  of  Fliimlers  refcr^ied  to  nnt  in  rcrnmmcndaiion  of  peas;»nt 
properties,  but  as  a  warning  ayaii'st  thcni ;  on  no  better  ground  tlian  a 
prcsiimpiivc  excess  of  population,  infened  from  the  distress  which  existed 
amonj,'  the  peasantry  of  Brabant  and  East  Flanders  in  the  disastrous 
year  1846  47.  Tlie  evidence  which  I  liavc  cited  fruin  a  writer  convers.int 
with  the  suhjccl,  and  having  no  eronomica!  theory  to  support,  shows  that 
the  distress,  whatfver  n:ay  have  been  its  severity,  arose  from  no  insuf- 
ficiency in  these  liitie  properties  to  siipply  abundantly,  in  any  ordinary 
circumstances,  the  wants  01  nil  whom  they  have  to  maintain.  It  arose 
from  the  essential  condition  to  which  those  arc  subject  ivho  cm^Io)-  Und 
of  ihelr  own  in  growiTt^'  their  own  food,  cauiely,  that  the  vicissitudes  of 
the  seasons  must  be  l>nmc  by  themselves,  and  tannot,  as  in  the  case  of 
large  Sirmers,  be  shifted  from  them  to  the  consumer.  When  we  remcml»er 
the  season  of  1846,  a  paiiial  failure  of  all  kinds  of  frmin,  and  an  ahnost 
total  one  of  the  potato,  it  is  no  wonder  that  tn  so  unusual  a  calamity  the 
produce  of  six  acres,  half  of  them  sown  with  tlax,  hemp,  or  oil  seeds, 
sliould  fall  short  of  a  year's  provision  for  a  family.  IJi:t  we  are  not  to 
contrast  the  distressed  Flemish  peasant  with  an  English  caijitalist  who 
fanns  several  hundred  acres  of  land.  If  the  peasant  were  an  Englishman, 
he  would  not  be  that  capitalist,  but  a  day  labourer  under  a  capitalist. 
And  is  there  no  djstrcssj  in  times  of  dearth,  .-imon'jj  day  labourers?  Was 
there  none,  that  year,  in  countries  where  small  proprietors  and  siiiall 
farmers  are  unknown?  Is  tlicrre  any  reason  whatever  to  believe  that  the 
distress  was  greater  in  Ilclglum,  thnn  rorresnoiids  to  the  proportional 
extent  of  the  failure  of  crops  compared  with  other  countries  ?* 

g  6.  The  evidence  of  the  beneficial  operation  of  peasant  properties  in 
Ihc  Channel  Islands  is  of  so  decisive  a  character,  that  I  cannot  help 
adding  to  the  numerous  citations  already  made,  part  of  a  description  of 
vc  economical  condition  of  those  islands,  by  a  writer  who  combines 
srsonal  observation  with  an  attentive  study  of  the  information  afforded 
others-  Mr,  William  Thornton,  in  his  '  Pica  for  Peasant  Proprietors,' 
piook  which  by  the  excellence  both  of  its  materials  anil  of  its  execution, 
serves  to  be  regarded  as  the  standard  work  on  thai  side  of  the  question, 
safcs  of  the  island  of  Guernsey  in  the  following  terms :  '  Not  even  in 
igland  is  nearly  so  large  a  quantity  of  produce  sent  to  market  from  a 
id  of  such  limited  extent.  This  of  itself  might  prove  that  the  cultivators 
lust  be  far  removed  above  poverty,  for  being  nljsiilutc  owners  of  all  the 
produce  raised  by  them,  they  of  course  sell  only  what  they  do  not  them- 
selves retinire.  But  the  salisfactoiiness  of  their  condition  is  appareiit  to 
every  observer,  "The  happiest  community,"  »ays  Mr.  IIill, '^ which  jt 
has  ever  been  my  lot  to  fall  in  with,  is  to  be  found  in  this  little  island  of 
tiuemsey.''  '*  No  matter."'  says  Sir  George  Head,  "  to  what  point  the 
traveller  may  choose  to  bend  his  way,  comfort  e\'cr)'wherc  prevails.* 
What  most  surprises  tlie  llnglish  visitor  in  his  first  walk  or  drive  beyond 
the  bounds  of  St.  Peter's  Port  is  the  appearance  of  the  h.ibitations  with 
~  jrhich  the  landscape  is  thickly  studded.    Many  of  them  arc  such  astn  his 

*  AsmiKh  of  Ihe  disliew  l-ildy  complninccl  of  in  Relghim,  as  pailakes  in  any 
Bgrec  o^  a  pcnnanrnl  cliaractcr,  appeals  In  lie  n!ititi;[  confined  tn  thni  [»ntIior  of 
Ihc  pnpLilalion  who  carry  on  m-imifacniring  labour,  cither  liy  itself  or  in  cfmjunction 
wicli  agricuUmnl ;  miil  to  be  ocvosicined  hy  a  diminished  devDond  for  Dclgic  nvAOaf 
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own  country  would  belong  to  personii  of  middle  rank  ;  but  he  is  puziled 
lo  yiic**  whiU  sort  of  people  live  in  ;he  others,  which,  though  in  general 
not  l;ir>;c  cnoui;!i  for  farmers,  are  almost  InvrLiIably  miicli  too  good  in 
every  icsprcl  for  cby  labourers.  .  .  .  Literally,  in  the  whole  island,  with 
iho  oxicjilimi  of  a  few  fishermen's  huta,  there  is  not  one  so  mem -as  to  be 
l>k<'i»i-d  (o  the  ordinary  habiuaion  of  an  English  farm  labourer,  ,  .  . 
"i.onk,"  a.iys  a  late  Uailiff  of  Guernsey,  Mr.  ])e  L'Isle  R rock,  "  at  the; 
hovclt  of  the  Enyliih,  aud  compare  them  with  the  cottages  of  our 
Iioii?>!inlry."  .■ .  .  iJegyara  are  utterly  unkno^ni,  .  .  .  Pauperism,  able* 
bodied  piliipCTism  at  least,  is  nearly  as  rare  as  mendicancy.  The  Savings 
Uiinltt  ii>  founts  also  bear  witness  to  the  general  .ilnindance  enjoyed  by 
tlio  lalM«;rin(f  classes  of  Guernsey.  In  the  year  1841,  there  were  in 
lOmlund,  out  of  iv  jwpulation  of  nearly  liftcen  millions,  less  tlian  700,000 
ilcpuiilor*.  or  one  in  every  twenty  persons,  and  the  average  amount  of 
the  ilcpoiitft  was  Jo/,  lii  tiuernsey,  in  the  same  year,  out  of  a  population 
of  26,rxxj,  the  lunilber  of  depositors  was  i9:;o,  and  the  average  amount  of 
the  di'juiniti  411/."*  The  evidence  as  to  Jersey  and  Aiderncy  is  of  a 
Riinilar  characier. 

Of  the  ethticncy  and  productiveness  of  agriculture  on  the  small  pm- 
perticii  of  the  Chaimcl  Islands,  Mr.  Thornton  produces  ample  evidence, 
the  result  of  which  he  iuuis  up  as  tbllows  :  '  Thus  it  appears  that  in,  the 
two  princi|]al  Channel  Islands,  the  agricultural  population  is,  in  the  one 
twice,  iiiid  ill  the  other,  three  times,  as  dense  as  m  lirilain,  there  being  in 
thfi  liider  country  only  one  cultivator  to  twenty-two  acres  of  cultivated 
IriuI,  while  in  Jersey  thci-c  is  one  to  eleven,  and  in  (aiernsey  one  to  seven 
Acres.  Yet  the  agriculture  of  these  islands  maintains,  besides  cultivators, 
noiMiKricultur.il  populations  respectively  four  and  five  times  as  dense  as 
that  of  Uritain.  1  his  ditfcrencc  does  not  arise  from  any  superiority  of 
nnil  or  rlim.ttcpos5c««cdby  the  Channel  Islands,  for  the  former  is  naturally 
rather  poor,  and  the  latter  is  not  better  than  in  the  southern  counties  of 
England.  It  is  owing  entirely  to  the  assiduous  care  of  the  farmers,  and 
lo  the  abundant  use  of  mnnurc.'t  '  In  the  year  1837,'  he  says  in  anollicr 
place,t  *  the  avemge  yield  of  whe.it  in  the  large  farms  of  Ent:!and  was  only 
twenty-one  bushels,  and  the  highest  average  for  any  one  county  was  no 
more  than  twenty-six  bushels.  The  highest  average  since  claimed  for  the 
whiilc  of  Kngland,  is  thirty  bushels.  In  Jersey,  where  the  average  size  of 
farms  is  only  sixteen  acres,  the  average  produce  of  wheat  per  acre  was 
Itated  by  Inglis  in  1834  10  be  thirty-six  bushels  ;  but  it  is  proved  by 
ofTicial  tables  to  have  been  forty  bushels  in  the  five  years  ending  with 
•J*3J.  In  Guernsey,  where  farms  are  still  sinaller,  four  quarters  per  acre, 
iircoidinR  to  Inglis,  is  considered  a  good,  but  stiU  a  very  common  crop.' 
'  Thirty  jdullinKS§  an  acre  would  be  thought  in  England  a  very  fair  rent 
for  middling  land  ;  but  in  the  Channel  Islands,  it  is  only  very  inferior 
liliul  that  would  not  let  fur  at  least  4/.' 

§  7.  It  h  fioui  I'ranre.  that  impressions  cnfhvourable  to  peasant  pro* 
portiea  aro  generally  drawn  ;  it  is  in  France  that  the  system  is  sd  often 
"inertrit  to  have  brought  forth  its  fruit,  in  the  most  wretched  possible 

jrit^ulturc,  and  tu  be  ra|»idly  reduting,  If  not  to  have  already  reduced,  the 
santry,  by  subdivision  of  laud,  to  the  verge  of  starvation.    It  is  difBcult 
'*>  account  for  the  general  prevalence  of  impressions  so  much  the  reverse 

'ttt  fi*r  PinManl  /'tvpritK'ri.    I)y  Willbm  Thoitiai  Tli.imton.     Pp.  09-10^ 
t  Ibid.  \\  38.  $  Ibid.  p.  if.  9  Ifcid.  p.  32.  ' 
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of  truth.  Ttie  apricullurc  of  France  wms  wrelclied  and  ilie  peasmtry  in 
great  indigence  before  the  Revoluuon.  At  tlial  time  they  wci«  nor, 
generally  speaking,  landed  proprietors.  There  were,  however,  consider- 
able districts  of  Fnince  where  the  land,  even  then,  was  to  a  great  extent 
the  properly  of  the  peasantry,  and  among  these  were  many  of  the  most 
conspicuous  exceptions  to  the  general  bad  agriculture  a^nd  to  the  penerat 
poverty.  An  authority,  on  this  point,  not  to  be  disputed,  is  Arthur  Young, 
the  inveterate  enemy  of  smaJI  farms,  the  coryphaeus  of  the  modern  English 
school  of  agriculturists  ;  who  yet,  travelling  over  nearly  the  whole  of  France 
in  1787,  1788,  and  1789,  when  he  fiads  remarkable  excellence  of  cultivation, 
never  hesitates  !o  ascribe  it  to  peasant  property.  '  Leaving"  Sauve,'  says 
"  e,*  '  I  was  much  struck  with  a  large  tract  of  land,  seemingly  nothing  but 
uge  rocks  ;  yet  most  of  it  inclosed  and  planted  with  the  most  industrious 
ttention.  Every  man  has  an  olive,  a  mulberry,  an  almond,  or  a  pfacli 
Hree,  and  vines  scattered  atnonjf  them ;  so  that  the  whole  ground  is 
covered  with  the  oddest  mixture  of  these  plants  and  bulging  rocks,  that 
can  be  conceived.  The  inhabitants  of  this  village  deserve  encouragement 
for  their  industry  ;  and  if  I  were  a  French  minister  they  should  have  it. 
They  would  soon  turn  all  the  deserts  around  them  into  gardens.  Such  a 
knot  of  active  husbandmen,  who  turn  their  rocks  into  scenes  of  fcrtilitj', 
because  I  suppose  (hr^r  own,  would  do  the  same  by  the  wastes,  if  animated 
by  the  same  omnipotent  principle.'  Again  if  *Walk  to  Rosscndal,'  (near 
Dimkirk) 'where  M.  !e  13 run  has  an  improvement  on  the  Dunes,  whicli 
he  very  obligingly  showed  me.  Between  the  town  and  that  place  is  a 
great  number  of  neat  little  houses,  built  each  with  its  garden,  and  one  or 
two  fields  enclosed,  of  most  wretched  blowing  dune  sand,  naturally  as 
white  as  snow,  but  improved  by  industry.  The  magic  oipropcrfy  turns 
sand  to  gold.'  And  again  :  J  'Going  out  of  Cange,  I  was  surprised  to 
find  by  far  [he  greatest  exertion  in  irrigation  which  I  had  yet  seen  in 
France  ;  and  then  passed  by  some  steep  nniountains,  highly  cultivated  in 
erraces.  Much  watering  at  St.  LawTCnce.  The  scenery  very  intertsting 
;o  a  farmer.  From  Gange,  to  the  mountain  of  rough  ground  wliich  I 
rrossed,  the  ride  has  been  the  most  interesting  which  I  have  taken  In 
France  ;  tbe  efforts  of  industry  the  most  vigorous ;  the  animation  the 
most  lively.  An  activity  has  been  here,  that  has  swept  away  all  diffi- 
culties before  it,  and  has  clothed  the  very  rocks  with  verdure.  It  would 
be  a  disgrace  to  common  sense  to  ask  the  cause ;  llie  ctjjoyinent  of 
property  must  have  done  it.  Give  a  man  the  secure  possession  of  a 
Dleak  rock,  and  he  will  turn  it  into  a  garden  ;  give  him  a  nine  years'  lease 
of  a  garden,  and  he  will  convert  it  into  a  desert.' 

In  his  description  of  the  country  at  the  foot  of  the  Western  Pyrenees, 
he  speaks  no  longer  from  surmise,  but  fram  knowledge.  *  Takc§  the  road 
to  Moncng,  and  come  presently  to  a  scene  which  was  so  new  to  me  in 
France,  that  \  could  hardly  believe  my  ovm  eyes.  A  succession  of  many 
weU-built,  tight,  and  comfortable  farming  cottages  built  of  stone  and 
covered  with  tiles  :  each  having  its  little  garden,  inclosed  by  dipt  thom- 
hedgcs,  with  plenty  of  peach  and  other  fruit-trees,  some  fine  oaks  scattered 
in  the  hedges,  and  young  trees  nursed  up  with  so  much  care,  that  nothing 
but  the  fostering  attention  of  the  owner  could  effect  anything  like  it.  To 
every  house  belongs  a  farm,  perfectly  well  enclosed,  with  grass  borders 


mown  and  neatly  kept  around  the  corn-fields  with  gates  to  pass  from  onA 
enclosure  to  another.  There  are  some  parts  of  England  (where  small 
yeomen  still  remain)  that  resemble  this  country  of  Bt?am  ;  but  we  have 
very  little  that  is  equal  to  what  I  have  seen  in  this  ride  of  twelve  miles 
from  I'au  to  Moncng.  It  is  ali  in  the  hands  of  little  pioprietors,  without 
the  fa^rms  being  so  small  as  to  occasion  a  vicious  and  miserable  population. 
An  air  of  neatness,  uannth,  and  comfort  breathes  over  the  wnqfe.  It  is 
visible  in  their  new  built  houses  and  stables  ;  in  their  little  gardens  ;  in 
their  hedges ;  in  the  courts  before  iheir  doors ;  even  in  the  coops  for 
their  poultry,  and  the  sties  for  their  hogs.  A  ]>easant  does  not  thmb  of 
rendering  his  pig  comfortable,  if  his  own  happiness  hang  by  the  thread  of 
a  nine  years'  lease.  We  are  now  in  Beam,  within  a  few  miles  of  the 
cradle-of  Henry  IV.  Do  .they  inherit  these  blessings  from  that  good 
prince  ?  The  benignant  genius  of  that  good  monarch  seems  to  reign 
sti[l  over  the  country;  each  peasant  hus  tMi  /im<l  in  tke  pot'  He 
frequeiuly  notices  the  excellence  of  the  agriculture  of  French  Flanders, 
where  the  farms* are  alt  small,  and  much  in  the  hands  of  little  pro- 
prierors.'+  In  the  I'ays  de  Caux,  also  a  country  of  small  properties,  the 
agriculture  was  miserable:  of  which  his  explanation  was  that  'it  is  a 
manufacturing  country,  and  fanning  is  but  a  secontlary  pursuit  to  the 
cotton  fabric,  which  spreads  over  the  whole  of  it.'f  The  same  district  is 
still  a  seat  of  manufactures,  and  a  country  of  small  proprietors,  and  is  now, 
whether  we  judge  from  the  appearance  of  the  crops  or  from  the  officjal 
returns,  one  of  the  best  cultivated  in  France.  In  'Flanders,  Alsace,  and 
part  of  Artois,  as  well  as  on  the  banks  of  llic  Garonne,  France  possesses 
a  husbandry  equal  to  our  own.'J  Those  countries,  and  a  considerable 
part  of  Quercy,  'are  cultivatcxl  more  like  garJens  than  farms.  Perhaps 
they  are  too  much  like  gardens,  from  the  smallness  of  propertie3.'§  In 
those  districts  the  admirable  rot.ation  of  crops,  so  long  praciised  in  Italy, 
but  «  that  lime  generally  neglected  in  France,  was  already  universal. 
'The  rapid  succession  of  crops,  the  harvest  of  one  being  bul  the  sign.al  of 
sowing  immediately  for  a  second,'  (the  same  fact  wbith  must  strike  all 
observers  in  the  valley  of  the  Rhine,)  'can  scarcely  be  carried  to  greater 
perfection :  and  this  is  a  point,  perhaps,  of  all  others  the  most 
essentia!  to  good  husbandry,  when  such  crops  are  so  justly  distributed 
as  we  generally  tind  them  in  these  provinces  ;  cleaning  and  ameliorating- 
ones  being  made  the  preparation  for  such  as  foul  and  exhaust.' 

It  must  not,  howo-er,  be  supposed,  that  Arthur  Young's  testimony  on 
the  subject  of  peasant  properties  is  uniformly  favourable.  In  Lorraine. 
Champagne,  and  elsewhere,  he  finds  the  ngriculture  b.-id,  and  the  small 
proprietors  very  miserable,  in  consequence,  as  he  says,  of  the  extreme 
subdivision  of  the  land.  His  opinion  is  thtis  summed  up:||  'Before  I 
travelled,  I  conceived  that  small  farms,  in  property,  were  very  susceptible 
of  good  cultivation  ;  and  that  the  occupier  of  such,  having  no  rent  to  pay, 
might  be  stifiicienily  at  his  case  to  work  improvements,  and  carry  on  a 
vigorous  husbandry  ;  but  what  I  ha\'e  seen  in  France,  has  greatly  lessened 
my  good  opinion  of  them.  In  Flanders,  I  saw  excellent  husbandry  on 
properties  of  30  to  100  acres  ;  but  we  seldom  fuid  here  sucli  small  patches 
of  property  as  arc  common  in  otlier  provinces.  In  Alsace,  and  on  the 
Garonne,  that  5s,  on  soils  of  such  exuberant  fertility  as  to  demand  no 
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exertions,  some  scnall  properties  also  are  well  cultivated.  In  B<'am,  I 
passed  through  a  rcfjion  of  liiile  farmers,  whose  appearance,  neaincss, 
ease,  and  happiness  charitied  mc  ;  it  was  what  property  alone  could,  on  a 
small  scale,  elfect ;  but  tlitst;  were  by  no  means  conteinptibly  small ;  llicy 
are,  as  I  judged  by  the  distance  from  house  to  house,  from  40  10  80  acres. 
Except  these,  and  a  verj-  few  other  instances,  I  saw  nothing  respectahte 
on  small  properties,  except  a  most  unremitting^  iiidusir^-.  Indeed,  it  is 
necessary  to  impress  on  the  i-cader's  mind,  that  though  the  husbandry  1 
met  with,  in  a  great  variety  of  instances  on  liltle  properties,  was  as  bad 
as  can  well  be  conceived,  yet  the  industry  of  the  possessors  was  so  con- 
spicuous, and  so  meritorious,  that  no  commendations  would  be  too  great 
for  it.  It  was  sufficient  to  prove  that  property  in  land  is,  of  all  others, 
the  most  active  instigator  to  severe  and  incessant  labour.  And  this  iruih 
is  of  such  force  and  extent,  that  I  know  no  way  so  sure  of  candying  tillage 
to  a  mountain  top,  as  by  permitting  the  adjoining  x'illnyers  to  ac<)uire  it 
in  property ;  in  fact,  we  see  that  in  the  mountains  of  Languedoc,  etc., 
they  have  conveyed  earth  in  baskets,  on  their  backs,  to  form  a  soil  where 
nature  had  denied  it.' 

The  expericace,  therefore,  of  this  celebrated  agricuUurist,  and  apostle 
of  lagratuie  lullure,  may  be  said  to  be,  that  the  etTect  of  small  properties, 
cultivated  by  peasant  proprietors,  is  admirable,  wlien  they  are  not  too 
small ;  so  small,  namely,  as  not  fully  to  occupy  the  time  ant)  attcrtion  of 
the  fainily ;  for  he  often  complains,  with  great  apparent  reason,  of  the 
quantity  of  idle  time  which  the  peasantry  had  on  their  hands  when  the 
land  was  in  very  small  portions,  not widi standing  the  ardour  with  which 
they  toiled  to  improve  their  litde  patrimony,  in  every  way  which  their 
knowledge  or  ingenuity  could  suggest.  He  recommends,  accordingly, 
thai  a  limit  of  subdivision  should  be  fixed  by  law;  and  this  is  by  no 
means  an  indefensible  proposition  in  countries,  if  such  there  are,  where 
the  morcelhmcnt,  having-  already  pone  farther  than  the  state  of  capital 
and  the  nature  of  the  staple  articles  of  cultivatiun  render  advisable,  still 
continues  progressive.  That  each  peasant  should  have  a  patch  of  land, 
even  in  full  propertj-,  if  it  is  not  sufficient  to  support  him  in  comfort,  is  a 
system  wiih  all  the  disadvantages,  and  Ecarcely  any  of  the  benefits  of 
small  properties  ;  since  he  must  either  live  in  mdigence  on  the  produce 
of  his  land,  or  depend  as  habitually  as  if  he  had  no  landed  possessions, 
on  the  wages  of  hired  labour  :  which,  besides,  if  all  the  lauds  surrounding- 
him  are  held  in  a  similar  manner,  he  has  little  prospect  of  finding.  The 
benefits  of  peasant  properties  are  conditional  upon  their  not  being  too 
much  subdivided  ;  that  is,  upon  their  not  being  required  to  maintain  too 
many  persons,  in  proportion  to  the  produce  that  can  be  raised  from  them 
by  those  persons.  The  question  resolves  itself,  like  most  questions  re- 
specting the  condition  of  the  labouring  classes,  into  one  of  popiJation. 
Are  small  properties  a  stimulus  to  undue  multiplication,  or  a  clieck  to  il? 


CHAPTER  VII. 

CONTINUATION  OF  THK  SAME  SUBJECT. 

§  I.  Rkforf,  examining  the  influence  of  peasant  prnperties  on  th« 
ultimate  economical  interests  of  the  labouring  class,  as  determined  by  the 
increase  of  popuUtton,  let  us  note  the  points  respecting  the  moral  and 
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necessity,  of  other  IjinJs  of  mental  ctihivadon.  The  possession  of  property 
win  not  prevent  the  peasant  from  beirg  coarse,  selfisli,  and  narrow* 
minded.  These  ihinRS  depend  on  other  influences,  and  other  kinds  of 
instruction.  But  this  great  stimulus  to  one  kind  of  mental  activity,  in  no 
way  impedes  any  other  means  of  intellectual  development.  On  the 
conrrar>',  by  cultivating  the  habit  of  turning  to  practical  use  every  frag- 
ment of  knovi'ledjie  acquired,  it  lieSps  to  render  that  sclioolinji  and  reading 
fruitful,  which  without  some  such  auxiliary  influence  ai*e  in  too  many  cases 
like  seed  thrown  on  a  rock. 

§  3.  U  is  not  to  the  intelligence  alone,  that  the  situation  of  a  peasant 
jiroprietor  is  full  of  improving-  influences.  It  is  no  less  propitious  to  the 
moral  virtues  of  prudence,  temperance,  and  self-control.  The  labourer 
who  possesses  property, '  whether  he  can  read  and  write,  or  not,  has,'  as 
Mr.  Lain^  remarks,* '.in  educated  mind  :  he  has  forethought,  caution. 
and  reflection  guiding  every  action  ;  he  knows  the  value  of  rcslr.^int,  and 
is  in  the  constant  habitual  practice  of  it.'  It  is  remarkable  how  this 
general  proposition  is  borne  out  by  the  character  of  the  rural  population 
m  almost  ever>' civilized  coumr>' ulieie  peasant  properties  are  frequent. 
Day-labourers,  where  the  labounng  class  mainly  consists  of  them,  are 
usually  improvident:  ihey  spend  carelessly  to  the  full  extent  of  their 
means,  and  let  the  future  shift  for  itself.  This  is  so  notorious,  that  many 
persons  otherwise  well  affected  to  the  labouring  clas-ses,  hold  it  as  a  fixed 
opinion,  that  an  increase  of  wages  would  do  them  little  good,  unless 
accompanied  by  at  least  a  corresponding  improvcuiciit  in  their  tastes  and 
habits.  The  tendency  of  peas-int  proprietors,  and  of  those  who  hopte  to 
become  proprietors,  is  to  the  contrary  extreme ;  to  take  even  too  much 
thought  for  the  morrow.  They  arc  oftener  accused  of  ncnunousness  than 
of  prndigaltty.  They  deny  themselves  reasonable  indulgences,  and  live 
wretchedly  in  order  to  economize.  In  Switzerland,  almost  everybody 
saves,  who  has  any  means  of  saving  ;  the  case  of  the  Flemish  farmers  I 
have  already  noticed  :  among  the  French,  though  a  pleasure-loving,  and 
reputed  to  be  a  self-indulgent  people,  ihe  spirit  of  thrift  is  diffused 
through  the  rural  population  in  a  manner  most  gratifying  as  a  whole,  and 
which  in  individual  instances  errs  rather  on  the  side  of  excess  than  defect. 
Among  those  who,  from  the  hovels  in  which  they  live,  and  the  herbs  and 
roots  which  constitute  their  diet,  are  mistaken  by  travellers  for  proofs  and 
specimens  of  general  indigence,  there  are  numbers  who  have  hoards  in 
Icathcni  ba^s,  consisting  of  sums  in  five  franc  pieces,  which  they  keep  by 
them  pethaps  a  whole  generation,  unless  brouf;ht  out  to  be  expended  in 
tlieir  most  cherished  gratificatiuii— the  purchase  of  land.  If  there  is  a 
moral  inconvenience  attached  to  a  state  of  society  in  which  the  peasantry 
have  laud,  it  is  the  danger  of  their  being  too  careful  of  their  pecuniary 
concerns  ;  of  its  makinj,'  them  crafty  and  '  calculating' in  the  objectionable 
sense.  The  French  peasant  ts  no  simple  countryman,  no  downright 
'paysan  du  Danube;*  both  in  fact  and  in  fiction  he  is  now  'Ic  rusd 
p-iysan.'  That  is  the  stage  which  he  has  reached  in  the  progressive 
development  which  the  constitution  of  things  h;is  imposed  011  human 
intelligence  and  hum.-\n  emancipalinn.  But  some  excess  in  this  direction 
is  a  small  and  a  passing  evil  compared  with  recklessness  and  improvi- 
dence in  the  labouring  classes,  and  a  cheap  price  to  pay  for  the  inesti- 
mable worth  of  the  virtue  of  self-dependence,  as  the  general  characteristic 

•  fiefiJmfe  in  Nvrway,  p,  to. 


_  3.  Another  aspect  of  peasant  properties,  In  which  it  is  essential  tliat 
"they  should  be  considerecf,  is  that  of  an  instniirient  of  popular  education. 
It  is  difficult  to  imagine  what  theoiy  of  education  that  tan  be,  which  can 
attach  no  importance  to  such  an  instruraent.  Rooks  and  schooling  are 
absolutely  necessary  to  education  ;  but  not  all-sufficient.  The  mental 
faculties  will  be  most  developed  ivhere  they  are  most  exercised  ;  and 
what  gives  more  exercise  to  tliem  than  the  having  a  multitude  of  interests, 
none  of  which  €!an  be  neglected,  and  which  can  he  provided  for  only  by 
varied  efforts  of  will  and  intelligence?  Some  of  the  disparagers  of  small 
properties  lay  great  stress  on  the  cares  and  anxieties  which  beset  the 
peasant  proprietor  of  the  Rhinebnd  or  Flanders.  It  is  precisely  those 
cares  and  anxieties  which  tend  to  make  him  a  superior  being  to  an 
English  day  labourer.  It  is,  to  be  sure,  rather  abusing  the  privilege 
of  fair  argument  to  represent  the  condition  of  a  day  labourer  as  not  an 
anxious  one.  I  can  conceive  no  circumstances  in  which  he  is  free  from 
anxiety  where  there  is  a  possibility  of  beiiiii  out  of  employment :  unless 
he  has  access  to  a  profuse  dispensation  of  parish  pay,  and  no  shame 
or  reluctance  in  demanding  it :  then  indeed  he  may  feel  with  the  old 

(Ofe'grel, 
Hjifig  sorrow,  cast  aw-ay  care, 
The  parish  is  bound  (o  find  us. 
Tut  unless  so  shielded,  the  day  labourer  has,  in  the  existing"  stAte  of 
jciety  and  i)Opulation,  many  of  the  anxieties  which  have  not  an  in- 
igorating  effect  on  the  mind,  and  none  of  those  which  have.  The 
osiiion  of  the  peasant  proprietor  of  Tianders  is  the  reverse.  From  the 
anxiety  which  chills  and  p;iralyses~thc  uncertainty  of  having  food  to  cat 
— few  persons  are  more  exempt :  it  requires  as  rare  a  concurrence  of 
circumstances  as  the  potato  failure  combined  with  a  universal  bad 
harxest,  to  bring  him  within  reach  of  that  danger.  His  anxieties  are  the 
ordinary  vicissitudes  of  more  and  less ;  his  cares  are  that  he  takes  his 
fair  share  of  the  business  of  life  ;  that  he  is  a  free  human  being,  and  not 
perpetually  a  child,  which  seems  to  he  the  approved  condition  of  the 
labouring  classes  accordirg  to  the  prevailing  philanthropy.  He  is  no 
ngcr  a  being  of  a  dififerenl  order  from  the  middle  classes  ;  he  has 
rsutts  and  objects  like  those  which  occupy  them,  and  give  to  their 
tellects  the  (greatest  part  of  the  cultivation  which  they  receive.  If  there 
a  first  principle  in  intellectual  education,  it  is  this — that  the  discipline 
which  does  good  to  the  mind  is  that  in  which  the  mind  is  active,  not  that 
in  which  it  is  passive.  The  secret  for  developing  the  faculties  is  to  give 
them  much  to  do,  and  much  inducement  to  do  it.  Few  things  surpass  in 
this  respect  the  occupations  and  interests  created  by  the  ownership  and 
ullivation  of  land.    This  detracts  nothing"  from  the  importance,  and  even 
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'Du  moins,  il  est  probable  qu'il  n'y  travailLera  pas;  il  est  endinianch^ ;  il  a 
blnusc  ct  chemise  bl&nches. — Rien  n'cmpcche  cependant  tlotcr  aiie^que  m^uvaise 
hcrbc,  (Ic  rrjetct  cctte  piene.  II  y  a  biea  encoire  cetle  souche  qui  g^ne,  msiU  il  n'a 
pn*  ?ft  piocht^,  3e  sera  pour  demnir. 

'Alois,  II  croise  ses  bias  ct  s'arrete,  rej^arde,  sdrteuk,  soucieux,     II  regardelong* 

tdups,   tr^s-K'ngt^mps,  el  scmhlc  s'ouI>lier.      A  ta  fin,  s'il  sc   CToit  observe,  sll 

apftr^oit  un  pas&anl,  il  s'eloigne  .\  pus  leius.     A  trente  pas  encote,  il  s'arretc,  se 

cUiuTne,  el  jelle  iiir  sa  terie  un  dernier  regaid,  regard  profond  et  sombre  ;  Ttiais 

nur  qui  salt  bicn  voir,  il  est  tout  pas&ionne,  ce  regard,  tout  dc  cceur,  plein  de 

frotioD.' — Ju  PettpU,  par  J.  Michclct]  ire  putiCf  cb.  I, 
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ortcn  a  nutter  of  real  doubt,  and  always  a  thing  which  requires  soma 
exercise  of  the  reflecting  faculty  for  its  intelligent  recognition.  But  every 
peasant  can  satisfy  himself,  from  evidence  which  he  can  fully  appreciate, 
whether  his  piece  of  land  can  be  made  to  support  several  families  in  the 
same  comfort  in  whith  it  supports  one.  Few  people  like  to  leave  to  ibeir 
children  a  worse  lot  in  life  than  their  own.  The  parent  who  has  land  to 
leave,  is  perfectly  able  to  judge  whether  the  children  can  live  upon  it  « 
not :  but  people  who  arc  supported  by  wages,  sec  no  reason  why  their 
sons  should  be  unable  to  support  themselves  in  the  same  ^'ay,  and  trust 
accordingly  to  chance.  '  In  even  the  most  useful  and  necessary  arts  and 
manufactures,'  says  Mr.  Laing,*  'the  demand  for  labourers  is  not  a  seen, 
known,  steady,  and  appreciable  demand  :  but  it  is  so  in  husbandrj- '  under 
small  properties.  'The  labour  to  be  done,  the  subsistence  that  labour 
will  produce  out  of  his  portion  of  land,  are  seen  and  known  elements  in  a 
man's  calculation  upon  his  means  of  subsistence.  Can  his  square  of  land, 
or  tan  it  not,  subsist  a  family?  Can  he  marry,  or  not?  are  questions 
ivhich  every  man  can  answer  without  delay,  doubt,  or  speculation.  It  is 
the  depending  on  chance,  where  judgment  has  nothing  clearly  set  befora 
itj  that  causes  reckless,  improvident  marriages  in  the  lower,  as  in  the 
higher  classes,  and  produces  among  us  the  evils  of  over- population  ;  end 
chance  necessarily  enters  into  e^ery  man's  calculations,  when  certainly  is 
removed  altogether ;  as  it  is,  where  cenain  subsistence  is,  by  our  distribu- 
tion of  property,  the  lot  of  but  a  small  portion  instead  of  about  two-thirds 
of  ibe  people.' 

There  never  has  been  a  writer  more  keenly  sensible  of  the  evils  brought 
upon  the  labouring  classes  by  excess  of  population,  than  Sismondi,  and 
this  is  one  of  the  grounds  of  his  earnest  advocacy  of  peasant  properties. 
He  had  ample  opportunity,  in  more  countries  than  one,  for  judging  of 
tlieir  efTccE  on  population.  Let  us  see  his  testimony.  '  In  the  countries 
in  which  cultivation  by  small  proprietors  still  continues,  population 
increases  re^larly  and  rapidly  until  it  has  attained  its  natural  limits ; 
that  is  to  say,  inheritances  coniinuc  to  be  divided  and  subdivided  among 
several  sons,  as  long  as,  by  an  increase  of  labour,  each  family  can  extract 
an  equal  income  from  a  smaller  portion  of  land.  A  father  who  possessed 
a  vast  extent  of  natural  pasture,  divides  it  among  his  sr.135.  and  they  turn 
it  into  fields  and  meadows ;  his  sons  divide  it  among  their  sons,  who 
abolish  fallows :  each  improvement  in  agricultural  knowledge  admits  of 
another  step  in  the  subdivision  of  property.  But  there  is  no  danger  lest 
the  proprietor  should  bring  up  his  children  to  make  beggars  of  them. 
He  knows  exactly  what  inheritance  he  has  to  leave  them  ;  he  knows  that 
the  law  will  divide  it  equally  among  them  ;  he  sees  the  limit  beyond 
which  this  division  would  make  them  descend  from  the  rank  which  he 
has  himself  filled,  and  a  just  family  pride,  common  to  the  peasant  and  to 
the  nobleman,  makes  him  abstain  from  summoning  into  life  children  for 
whom  he  cannot  propci  ly  provide.  If  more  are  bom,  at  least  they  do  not 
marry,  or  they  agree  aiiioa^'  themselves^  which  of  several  brothers  shall 
perpetuate  the  family.  It  is  not  found  that  in  the  Swiss  Cantons  the 
patrimonies  of  the  peasants  .ire  ever  so  divided  as  to  reduce  them  below 
an  honourable  competence,  although  the  habit  of  foreign  service,  by 
opening  to  the  children  a  career  indefmite  and  uncalculable,  aomelimea 

Is  forth  a  superabundant  popdation.'f 

*  Notts  9f  a  Traveiitr,  p.  46. 

\  NvmvtiHX  Prittcifiti,  book  iii.  chi  ^ 
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lere  is  similar  testimony  respecting  Norway.  Though  there  Is  no 
aw  or  custom  of  primogeniture,  and  no  manufactures  to  take  ofTa  surplus 
population,  the  subdivision  of  property  is  not  carried  to  an  injunous 
tent.  'The  division  of  Ihe  land  nmong:  children,'  says  Mr.  Laing-,* 
appears  not,  during  the  thousand  years  it  has  been  in  operation,  to  have 
ifld  the  effect  of  reducing  ilie  landed  properties  to  the  minimum  size  that 
ill  barely  support  human  existence.  1  have  counted  from  five-and- 
Wenty  to  forty  cows  upon  farms,  and  that  in  a.  country  in  which  the 
farmer  must,  for  atleast  seven  months  in  the  year,  have  winter  provender 
and  houses  provided  for  all  the  catUe.  It  is  evident  that  some  cause  or 
other,  operating  on  aggregation  of  landed  property,  counteracts  the 
dividm^  etTects  of  partition  among'  children.  That  cause  can  be  no  oilier 
than  what  I  have  long  conjectured  would  be  effective  in  such  a  social 
arrangement  ;  viz.,  that  in  a  country  where  land  is  held,  not  in  tenancy 
merely,  as  in  Ireland,  but  in  full  ownership,  its  ag-gregation  by  the  deaths 
of  co-heirs,  and  by  the  raarriaECs  of  the  female  heirs  among  the  body  of 
landholders,  will  balance  its  subdivision  by  the  equal  succession  of 
children.  The  wlmle  mass  of  property  will,  1  conceive,  be  found  in  such 
a  state  of  society  to  consist  of  as  many  estates  of  the  class  of  l,ooo/.,  as 
many  of  too/.,  as  many  of  lo/.,  a  year,  at  one  period  as  at  another.' 
That  this  should  happen,  supposes  diffused  through  society  a  very 
efficacious  prudential  check  to  population  ;  and  it  is  reasonable  to  g^ve 
part  of  the  credit  of  this  prudential  restraint  to  the  peculiar  adaptation  of 
the  peasant- proprietary  system  for  fostering  it. 

lint  the  experience  which  most  decidedly  contradicts  the  asserted 
tendency  of  peasant  proprietorship  to  produce  excess  of  population,  is  the 
c^ise  of  France,  In  that  country  {he  experiment  is  not  tried  in  the  most 
favourable  circumstances,  a  large  proportion  of  the  properties  being  too 
small.  The  number  of  landed  proprietors  in  France  is  not  exactly  ascer- 
tained, but  on  no  estimate  doea  it  fail  much  short  of  five  millions  ;  which, 
on  the  lowest  calculation  of  the  number  of  persons  to  a  family  (and  for 
France  it  ought  to  he  a  low  calculation),  shows  much  more  than  half  the 
population  as  either  possessing,  or  entitled  to  inherit,  landed  property. 
A  majority  of  the  properties  are  so  small  as  not  lo  afford  a  subsistence  to 
the  proprietors,  of  wliom,  according  to  some  computations,  as  many  as 
three  mdlions  are  obliged  to  eke  out  their  means  of  support  either  by 
working  for  hire,  or  by  taking  additional  land,  generally  on  metayer 
tenure.  When  the  property  possessed  is  not  sufficient  to  relieve  the 
possessor  from  dependence  on  wages,  the  condition  of  a  proprietor  loses 
much  of  its  characteristic  efficacy  as  a  check  to  ovcr-populalion  :  and  if 
the  prediction  so  often  made  in  England  had  been  reahzed,  and  France 
had  become  a  'pauper  warren,'  tlie  e.'cperiment  would  have  proved 
nothing  a<i;aiii5t  the  tendencies  of  the  same  system  of  agricultural 
economy  in  other  circtjmstances.  But  what  is  the  fact?  That  the  rate 
of  increase  of  the  French  population  is  the  slowest  in  Europe.  During' 
the  generation  which  the  Revolution  raised  from  the  extreme  of  hopeless 
wretchedness  to  sudden  abundance,  a.  great  increase  of  population  took 
place.  But  a  generation  has  grown  up,  which,  having  been  bom  in 
unproved  circumstances,  has  not  leamt  to  be  miserable  ;  and  upon  them 
the  spirit  of  thrift  operates  most  conspicuously,  in  keeping  the  increase  of 
pulation  within  the  increase  of  national  wealth.     In  a  tabic,  drawn  up 
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by  Pmfessor  Ran,*  of  the  rate  of  annual  increase  of  the  popubtions  of 
various  countries,  that  of  France,  from  iBt?  to  1827,  is  stated  at  ^"jjj  per 
cent.,  that  of  Enjjland  during  a  similar  decennial  period  being  l^^ 
annually,  and  that  uf  the  United  Suues  nearly  3.  According  to  the 
official  returns  as  analyj;ed  by  M.  Legoyt,t  the  increase  of  the  population, 
which  from  iSoi  to  [S06  was  at  the  rate  of  1*28  per  cent,  annually, 
averaged  only  0-47  per  cent,  from  l8c6  to  1S31  ^  from  1831  to  183G  it 
averaged  O'So  per  cent.,  from  1836  to  1841,  0-41  per  cent,  and  from  1841 
to  1846,  o5S  per  cent. ;  but  M.  Leyoyt  is  of  opinion  that  the  population 
was  understated  in  1841,  and  tlie  increase  between  that  time  ;ind  J846 

*  Ttie  fullowing  is  the  (aSle  (see  p.  16S  of  the  Belgian  tianslation  of  M.  Rnu's 
large  work)  i 


Per  cent. 
Unilctl  Slutes   .........   1820-30  ...  2-52 

Hungary    (according   to  Kohrcr)2'4o 

England    i...  l8tl-2l  ...  178 

,,  1821-31  ...  r6o 

Austria  (Rohrer) f30 

Priissui  1816-27..,  1'54 

1820-30...  1-37 

-  1S21-31  ...  1-27 

Nclherlantls 1821-2S  ...  I '28 


Pet  CCflL 

f^cottand    1821-31  ...  1-301 

Ssx'Jtiy 1S15-30  ...  I'I5 

Badtn   1820-30  (Ilconiich)  I'lj 

Buvaria 1814.28.,    108 

Naples 1814-24  ...O'Sj 

Fr.ince  1B17-27  (Mflthieu)  0*63 

and   more    recently  (Morcau    de 
Jonnca)  •.•0'5S 


Cut  ihc  number  given  by  Moreau  dc  Jonnis,  he  adds,  is  not  entitled  to  implicit 
confidence, 

The  following  tabic  given  by  M.  Quetelet  \Sur  V Hommt  it  U  Dtvelof/xmenl  de 
se!  Fartill^s,  vol.  i.  rh.  7),  also  on  ihc  authoiity  of  Rau,  contains  tuldition^il  matter, 
and  fiiffprs  in  seme  items  from  the  preceding,  probably  fiora  the  author  s  having 
lakerir  in  those  cases,  an  average  of  difftTCCt  ymrs: 


Per  cert. 

Ireland  245 

Hungary 3*40 

.Si>ain I'6G 

EDgland    1*65 


Per  ctni. 
Rhenish  Fnisslti  ...  i'33 

Au!>tria I'30 

Bavaria ,,   I'o3 

Netherlands 094 


Per  ccnr. 

Naples  o"83 

France  0*63 

Swetli.'n 0"s8 

Loinbardy o"45 


A  recent  and  very  carefully  prepared  Etitcment,  by  M.  Legoyt,  in  ^t/cumal 

dm  Ecfftiomiues  for  Mny,  1S47,  which  brings  ii^j  the  results  for  France  to  tlic  census 
of  the  prcccUng  year  1S46,  ia  sununcd  up  in  t}ie  following  table  : 


According 
Id  the 

Accordicg  ta 
IIk  e^tesi  of 

Accord  iD£ 

dcaUkt. 

duiluL 

per  cent. 

per  cent. 

l>er  cent. 

per  cent. 

Sweden 

0S3 

I-I4 

WurtcmbcTg.,, 

OTH 

I  00 

1-36 

1-30 

Holland     

0-90 

1-03 

0-93 

IJeljjiuni     ..,,.. 

... 

0*70 

Russia    ...  .  ... 

•  ■• 

0'6[ 

i-o3 

••> 

0-85 

090 

Greit    Britain 

i 

184 

riS 

(exchiMve  of 

M-95 

100 

l'45 

o'9o 

J 

o'Sj 
071 

ofiS 

o'5o 

UiiilL'd  States 

3  "27 

I 


f yffMrffo/ dfi  £eemmiilcs  for  March  and  May,  jS.\7 
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jsequently  overstated,  and  that  the  real  increase  during  the  whole 

rriod  was  sometliiiij;  intcrincdiatc  between  tlic  last  two  averages,  or  not 

luch  more  llian  one  in  two  hundred.     Even  this  slow  increase  is  wholly 

»c  effect  of  a  diminution  of  deaths  ;  the  number  of  births  not  increasing" 

it  all,  wliile  the  proportion  of  the  binhs  to  tlie  population  is  constantly 

■Jim  in  is  King.*     This  slow  growth  of  the  numbers  of  the  people,  while 

ipilal  increases  much  more  rapidly,  has  caused  a  noiiceabk  improve- 

icnt  in  the  condition  of  the  labouring  class.     The  circumstances  of  that 

jrtion  of  the  class  who  ace  landed  proprietors  are  not  easily  ascertained 

/itb  precisinr,  being  of  course  extremely  variable ;  hut  the  mere  labourers, 

!i»lio  derived  no  diref-l  benefit  from  the  changes  in  landed  property  which 

)ok  place  at  the  Kevolution,  have  unquestionably  much   improved  in 

'"Condition  since  that  period, f     Al.  Rau  tesiities  to  a,  similar  fact  in  the  caso 


•  Tlie  following  are  the  ni.iTiiber3 : 
annual  number 


torn  1824  to  1S28 

1829  to  iSj^ 
1834  to  1S3S 
I8j9  to  i8.(3 
1844  &  1S45 


of  birihs 


581.914,  being  .  i.U2-30    j'^puL^^r 


965.444. 
972.993. 
970.617, 

983,573. 


I  m  34 'CO 

I  in  34*39 
I  i»  35-27 
I  in  35-58 


I 

^^V  Xn  Ihs  last  two  years  the  htrlh!:,  accnrding  In  M.  Lcgoyt,  were  swdlcd  by  ihe 

^^Bffccts  of  a  cunsidcrablc  iminigralian.     'Cctte  diminution  des  nnissFtnccs,'  he  ob- 

^^nerves,  "en  presence  d'un  AccroL&scment  corstniiT,  quoique  ]>«ii  rapid?, de  Inpopu- 

^™lfttioii  g^n^rile  et  des  mnriages,  m;  jieul  ^Ire  altribm^  qn'aiix  ]irogrcs  dc  I'ciiitit 

d'ordre  et  d«  ptdnsioa  dans  lea  raniillcs.     C'est  d'ailleurs  la  consi-qucace  prcvtede 

no;  institutions  civlles  et  sociales,  qui,  en  amenant  chaquc  jour  une  plus  ginnde 

subdivision  rie  la  fortune  terriloriale  cl  mrjliilitre  de  la  Ftiince,  devcloppCDC a.u ^«in 

,         des  popnlalions  les  in&lincls  lie  confiervalion  etde  bicnetre,' 

^H  .  In  four  Jcpanments  ninong  which  iitc  two  of  the  most  thriving  in  Norraanily,  the 

^^Betths  actually  exceed  the  birihs. 

^^H  t  ■  Les  classes  de  notre  population  qui  n'ont  que  leur  saliiire,  cellcs  qui,  par  cclte 

^^BisoD,  sont  les  plus  cxposC'cs  a  I'indigcnce,  Kont  aujourd'liui  bcaucoup  mieux  pour- 

^HVuK  des  objets  necessniies  a  la  noiiriituie,  au  losemeiit  et  ad  v^lemenC,  qu'elles  ne 

IVlaient  au  commencement  du  sitcle.   .  .' .  On  pcut  appuycr  [ce  fait]  du  terooi- 

gnagcdetcutcs  Icspctsonnesqui  ont  souvcnirde  la  premiere  des  epoi^ucscompat^cs. 

.  .   .  S'il  rcstait  ties  doutes  i  cet  ^ntd,  on  irourmit  fncilcinent  les  djssiper  en  con- 

I        sultanl  l«  andcns  cultiraieurs  ct  lea  anciens  ouvriers,  ainsi  que  nous  I'avons  fait 

'        no«3-mcmes  dans  diverses  Iocalh<!'3,  sans  reuconlrftr  un  scul  ttmoignagc  tontradic* 

toirc  ;  oil  pcut  invoqoer  aiissi  les  rcnscignemcus  recueillis  ii  ce  sujet  par  un  olaer* 

vatcui   exact,  M.   ViUerm^  {7'aiiieau  dt  i'Etai  Fhysiqtu  et  Moral  da  Ouz^rUrs, 

Uv.   ii.  ch.  l.j^'From  nu  inlelliceiit  woik  published  in  1S46,  Kiikirihts  sur  Us 

Came3<le  Vludignne,  p.ir  A.  Cltmenr,  pp.  S4-5.     The  same  wriler speaks  (p.  tl8J 

of  'la  h*ussc  oonsiddratilc  aui  s'cst  matijcstiic  depuis  17S9  dans  le  taux  Ju  salatrc 

de  nos  culMvaleiits  jnuriittiicrs  ;'   ami  adds  the  following  eviilence  uf  n.  higher 

Standard  of  haUtual  reqiiircnieiits 

Mate  of  which  'm,  usually  represent 

ans,  un  changcmcnt  considerable 

lios  villcs  manuracturiL-rcs ;  iU  depcnsenl  aujoucd'hui  beaucoup  phis  que  par  le 

Ss»e  poar  le  vt-teinent  et  la  pamre.  .  .  .  Le«  uuvders  deceilainesclasscs,  IcUqutt 
i  ancicDS  .-.T/fM/j  de  Lyon,'  (according  to  al!  r^prcsenlations,  like  their  counter- 
part, otir  hnndloom  wcarcrfi,  tlic  very  worst  paid  class  of  artiuns,)  '  ne  sc  monlrent 
plus  comnie  autrefois  couverls  de  £.[\les  haillons.'  iTnge  164.)  Much  slruDfjcr 
siatemenis  to  the  same  cfioct  arc  found  in  Ihe  recent  work  'On  Property,'  by  M. 
Thiers;  but  as  that  work  is  wriUt-n  lo  make  out  3  case,  and  ovcrstalo  nearly 
every  arjiumcnl  which  ihc  sulytxt  aflords,  1  do  not  ■ve^\UKV''^<^T|  w^'^'*'-''^1  ^** 
HfilctifCQl^  cveo  ia  mailers  of  fact. 
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of  another  country  in  which  lh&  subdivision  of  the  laud  is  really  execs* 
sive  ;  the  Palaliuale.* 

I  am  not  aware  of  a  single  authentic  instance  which  supports  iho 
assertion  that  rapid  multiplication  is  promoted  by  peasant  properties. 
Instances  may  undoubtedly  be  ciicd  of  its  not  being-  prevented  by  ihem, 
and  one  of  the  principal  of  these  is  IJclgium  ;  the  prospects  of  which,  in 
respect  to  population,  are  at  present  a  matter  of  considerable  uncertainty. 
Belgium  has  the  most  rapidly  increasing  population  on  the  Continent ; 
and  when  the  circumstances  of  the  country  re([ulre,  as  they  must  soon  do, 
that  this  rapidity  should  be  checked,  there  will  be  a  considerable  strength 
of  existing  habit  to  be  broken  through.  One  of  the  unfavourable  circum- 
stances is  the  great  power  possessed  over  the  minds  of  the  people  by  the 
Catholic  priesthood,  whose  influence  ts  everywhere  strong^ly  exerted  against 
restraining  popuIaUor,  As  yet,  however,  it  must  be  remembered  that  the 
indefatigable  industry  and  great  agricultural  skill  of  the  people  have 
rendered  the  existing  rapidity  of  increase  practically  innocuous  ;  the  great 
number  of  large  estates  still  undivided  affording,  by  their  gradual  dis- 
memberment, a  resource  for  the  necessary  augmentation  of  the  gross 
produce  ;  and  there  are,  besides,  many  large  manufacturing  towns,  and 
mining  and  coal  districts,  which  attract  and  employ  a  considerable  portion 
of  the  annual  increase  of  population. 

§  5.  But  even  where  peasant  properties  are  accompanied  by  an  excess 
of  numbers,  this  evil  is  not  necessarily  attended  with  the  additional 
economical  disadvantage  of  too  great  a  subdivision  of  the  land.  It  does 
not  follow  because  landed ^(>?>^''/>'  is  minutely  divided,  that/arms  will  be 
60.  As  large  properties  are  perfectly  compatible  witli  small  farms,  so  are 
small  properties  with  farms  of  an  adequate  size  ;  and  a,  subdivision ''.of 
occupancy  is  not  an  inevitable  consequence  of  even  undue  mulliplication 
among  pea?.ant  proprietors.  As  might  be  cjcpectcd  from  their  admirable 
intelligence  in  things  relating  to  their  occupation,  the  Flemish  peasantry 
have  lonL'-  learnl  this  lesson.  '  The  habit  of  not  dividing  properties,'  sa>'S 
M.  RaUjj  'and  the  opiniun  that  tins  is  advantageous,  have  been  so  com- 
pletely preserved  in  Flanders,  that  even  now,  when  a  peasant  dies  leaving 
several  children,  they  do  not  think  of  dividing  his  patrimony,  though  it  be 
neither  entailed  nor  settled  in  trust;  they  prefer  selling  it  entire,  and 
sharing  the  proceeds,  considering  it  as  a  jewel  which  loses  its  value  when 
it  is  divided.'    That  the  same  feeling  must  prevail  widely  even  in  France, 

•  In  his  ItUle  book  on  the  Agricullufe  of  the  Palatinate,  already  cited.  He 
snys  that  the  daily  wages  ol  labour,  which  during  the  last  years  of  the  war  were 
unu^hialiy  high,  :ind  <o  continued  until  llii;,  afterwards  E.ank  to  a  lower  monejr- 
rale,  but  that  the  prices  of  many  commodilies  having  fallen  in  a  still  greater  pro* 
portion,  the  condition  of  the  people  was  urie(|iiivocatIy  improved.  The  food  given 
to  fami  labourers  by  their  employers  has  also  greatly  improved  in  quantity  and 
quality,  '  Hie  hculigen  Tages  bedeulend  liefer  ist,  als  vor  ungefahr  40  Jahren, 
wo  das  Gesinde  wenjgei  Flcisch  iind  Mchliipeisen,  kcincn  Kiise  zum  Urote  u.  dgt 
erliiek  '  (p.  30].  '  Such  an  increase  of  w.-)gcs '  (adds  the  Profe^or)  '  which  must 
be  estimated  not  in  money,  but  in  the  quantity  of  necessaries  and  conveniences 
which  the  labourer  is  enabled  to  procure,  is  by  universnl  ndmisMon  a  proof  that 
the  mats,  of  capital  mu£l  have  increased.'  It  proves  net  only  (hi:,  but  iilso  that 
the  labouring  population  has  not  incrcrksed  in  an  equal  degree;  and  that  in  this 
in-slince  as  well  as  in  France,  the  trroneHemejit  of  the  land,  even  when  cxccssivi^ 
has  been  compatible  with  a  Mrcngthening  of  the  prudential  checks  to  jwpulalion. 

+  Tape  334  of  the  Brussels  translation.  He  citw  as  ad  authority,  Schweo, 
vtrthiikufilkhe  Afiltheiiungtii,  i.  if 


I'ls  shown  by  the  great  frequency  of  sales  of  Eand,  amountinf{  in  ten  )'Car5 
to  a  fourth  part  of  the  whole  soil  of  the  country  :  nnd  M.  Passy,  in  his 
tract  'On  the  Changes  in  the  Ag^ricuUural  Condition  of  the  Department 
of  the  Eure  since  the  year  iSoo,'*  states  other  facts  lending  to  the  saitie 
conclusion.  '  The  example,'  says  ine,  '  of  this  department  attests  that  there 
does  not  exist,  as  some  writers  ha\e  imH^gined,  between  the  distribudon 
of  property  and  that  of  cultivation,  a  cotinexioii  which  tends  invincibly  to 
assmiilaie  them.  In  no  portion  of  it  have  changes  of  ownership  had  a 
perceptible  influence  on  the  size  of  holdings.  While,  in  dislricts  of  sniall 
farming,  lands  belonging  to  the  same  owner  aie  ordinarily  distributed 
among  many  tenants,  so  neither  is  it  uncommon,  in  places  where  the 
grandi  cuUure  prevails,  for  the  same  fanrier  to  rent  the  lands  of  several 
proprietors.  In  the  plains  of  Vexin,  in  particular,  many  active  and  rich 
cultivators  do  not  content  themselves  with  a  single  fann  ;  others  add  to 
the  lands  of  their  principal  holding,  all  those  in  the  neighbourhood  which 
they  are  able  to  hire,  and  in  this  manner  make  up  a  total  extent  which  in 
some  cases  reaches  or  exceeds  two  htindred  hectares*  (five  hundred 
[English  anesj.  '  The  more  the  estates  are  dismembered,  the  more 
^frequent  do  this  sort  of  arrangements  become  ;  and  as  they  conduce  to 
the  interest  of  all  concerned,  it  is  probable  that  time  viWX  conlirm  them.' 

Undue  subdivision,  and  excessive  smallness  of  holdings,  are  un- 
doubtedly a  prevalent  evil  in  some  countries  of  peasant  proprietors,  and 
particularly  in  parts  of  Germany  and  France.  The  governments  of 
[Bavaria  and  Nassau  have  thought  it  necessary  to  impose  a  legal  limit  to 
.subdivision,  and  the  Prussian  Government  unsuccessfully  proposed  the 
same  measure  to  the  States  of  its  Rhenish  Provinces.  But  1  do  not  think 
it  will  anywhere  be  found  that  the  pctHe  citllure  is  the  system  of  the 
peasants,  and  the  gramU  luUure  that  of  the  great  landlords  :  on  the 
contrary,  wherever  the  small  properties  are  divided  among  too  many 
[proprietors,  1  believe  it  to  be  true  that  the  large  properties  also  are  par- 
'celled  out  among  too  many  farmers,  and  that  the  cause  is  the  same  in 
both  cases,  a  backward  state  of  capital,  skill,  and  agricultural  enterprise. 
There  is  reason  to  believe  that  the  subdivision  in  France  is  not  more 
excessive  than  is  accounted  for  by  this  cause ;  that  it  is  diminishing,  not 
increasing;  and  that  the  terror  expressed  in  some  quariers.at  the  progress 
of  the  inorcelUmcnt^  is  one  of  the  most  groundless  of  real  or  pretended 
panics.t 

If  peasant  properties  have  any  effect  in  promoting  subdivision  beyond 
the  degree  which  corresponds  to  the  agricultural  practices  of  the  countrj*, 
and  which  is  customary  ou  its  large  estates^  the  cause  must  lie  in  one  of 
the  salutary  influences  of  the  system  ;  ihe  eminent  degree  in  which  it 
promotes  providence  on  the  part  of  those  who,  not  being  yet  peasant  pro- 
pprietors,  hope  to  become  so.  In  England,  where  the  labourer  has  no  Jn- 
-Vestment  for  his  savings  but  the  savings  bank,  and  no  position  to  which 
i  he  can  rise  by  any  exercise  of  economy,  except  perhaps  that  of  a  petty 
^shopkeeper,  with  its  chances  of  bankruptcy,  there  is  nothing  at  all  re- 
•scmbling  the  intense  spirit  of  thrift  which  takes  possession  of  one  who, 
t^m  being  a  day  labourer,  can  raise  himself  by  saving  to  the  condition  of 

Odc  of    tlie   imiJQrtant  papers  which  have  appeared  in   the  Joumnl  //es 
Itenimiiles,  the  monthly  oi^n  of  the  pnnc'ipal  pohtical  cconotnisls  of  France, 
Bnd  ikiirg  great  honour  lo  tbcit  kriuwkdgc  ami  abilities.     M.  Pa&sy's  essay  has 
been  reprinted  separately  as  n  painjilikt. 
t  See  ihe  Appendix  to  thf  present  volume. 
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]x  so  sure  of  not  obtaining  a  metayer  who  was  an  honest 'man,  that  llift 
^ntract  of  all  the  metayers  may  be  considered  as  ideiiticaj,  at  least  in 
each  province,  and  never  gives  nse  to  any  competition  among  peasants 
in  search  of  employment,  or  any  offer  to  cultivate  the  soil  on  cheaper 
terms  than  one  another.'  To  the  same  effect  Chateauvieux,*  Sjieaking  of 
the  metayers  of  I'Lcdmont  *  They  consider  it '  (the  fami) '  as  a  patrimony, 
and  never  think  of  renewing  the  lease,  but  go  on  from  generation  to 
generation,  on  the  same  terms,  wilhout  writings  or  registries. 'f 

§  2.  When  the  partition  of  the  produce  is  a  maltev  of  fixed  usage,  not 
of  varying  convention,  political  economy  has  no  laws  of  distribution  to 
investigate.  It  has  only  to  consider,  as  in  the  case  of  peasant  pro- 
prietors, the  efiects  of  the  system,  6rsC,  on  ihne  condition  of  the 
peasantry,  morally  and  physically,  and  secondly,  on  the  cfticicncy  of  the 
labour.  In  both  these  particulars  the  metayer  system  has  (lie  charac- 
teristic advantages  of  peasant  propenies,  but  has  them  in  a  less  degree. 
The  metayer  has  less  motive  to  exertion  than  the  peasant  proprietor, 
since  only  half  the  fruits  of  his  industry,  instead  of  the  whole,  are  his 
own.  But  he  has  a  much  stronger  motive  than  a  day  labourer,  who  has 
no  other  interest  in  the  result  than  not  to  be  dismissed.  If  the  metayer 
Cannot  be  turned  out  except  for  some  violation  of  his  contract,  he  has  a 
stronger  motive  to  exertion  than  any  tenant-farmer  who  has  not  a  lease. 
The  metayer  is  at  least  his  landlord's  partner,  and  a  half-sharer  in  their 
joint  gains.  Where,  loo,  the  permanence  of  his  tenure  is  gjarantecd  by 
custom^  he  acquires  local  attachments,  and  much  of  the  feelings  of  a  pro- 
prietor. I  am  supposing  that  this  half  produce  is  sufficient  to  yield  hini 
0  comfortable  support.  Whether  it  is  so,  depends  (in  any  ^iven  slate  of 
agriculture)  on  the  degree  of  subdivision  of  the  land  ;  which  depends  ott 
the  operation  of  the  population  principle.  A  miiltiplicalion  of  people, 
beyond  the  number  that  can  he  properly  supported  on  the  land  or  taken 
off  by  manufactures,  is  incident  even  to  a  peasant  proprietary,  and  of 
course  not  less  but  rather  more  incident  to  a  metayer  population.  The 
tendency,  however,  which  we  noticed  in  the  proprietary  system,  to  pro- 
mole  prudence  on  this  point,  is  in  no  small  degree  common  to  it  with  the 
metayer  system.  There,  also,  it  is  a  matter  of  easy  and  exact  calcularion 
whether  a  family  can  be  supported  or  not.  if  it  is  easy  to  see  whether 
the  owner  of  the  whole  produce  can  increase  tlic  production  so  as  to 
maintain  a  greater  number  of  persons  equally  ivcll,  it  is  a  not  less  simple 
problem  whether  the  owner  of  half  the  produce  can  do  so.|    There  is 

•  Ltliersfrom  Ualy.     I  quote  from  Dr.  Rijjljy's  trati^^Iation  (p.  22.) 

■t  This  virtual  fixity  of  tenure  is  not,  however,  univeisaJ  even  in  Italy  ;  anil  itJ3 
to  Lis  absence  thni  Sisfiiondi  altiibuli;?  the  inferior  ConJIlion  iif  the  nicinyeis  in 
some  provinces  of  Naples,  in  Lucca,  mid  in  the  Riviera  of  Genoa  ;  where  the 
Undlorils  ohtain  a  larger  (Chougti  still  a  fixed}  share  of  the  produce.  In  ihoBC 
countries  the  cultivation  is  splendid,  hut  the  penple  wretchedly  poor.  '  The  same 
misTortiine  would  probably  have  befallen  the  people  of  Tuscany  if  public  opinion 
did  not  protect  the  cultivator  ;  but  a  proprietor  would  not  dare  to  impose  con- 
ditions unusual  in  the  country,  and  even  in  changing  one  metayer  for  tuiother,  he 
alters  nothing  in  the  terms  of  the  encasement. '    [Noin-eaux  Prituipes,  liv.  iii.  ch.  5,) 

I  A  hi^li  aiithurity  atniiij^;  FrenLh  polilical  economists,  M.  Freileiic  Ila'^ciat, 
affirnu  that  even  in  France,  incomcstably  the  least  favourable  example  ci  the 
metayer  sy.stem,  its  effect  in  repressing  popnlation  is  conspicuous. 

'  Un  fait  bieii  coTistntt-,  c'est  que  U  tendance  A  une  mu It i plication  desordonnfe 
N  manifestc  priacipKlemeiit  au  scin  dc  cctte  classe  d'hommcs  qui  vit  de  snlitires. 
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the  soil  whicli  has  been  given  up  lo  them.  Whatever  the  govemmem  has 
sacrificed  of  its  pecuniar)'  claims,  for  tlie  creation  of  such  a  class,  has  at 
the  best  been  wasted. 

liut  in  this  ill-judged  measure  (here  was  one  rcdceming^  point,  to  which 
may  probably  be  ascribed  all  the  progress  which  the  liengal  provinces 
have  since  made  in  production  and  in  amount  of  revenue.  The  ryots 
were  reduced,  indeed,  to  tlie  rank  of  tenants  of  ihc  ;icmindar  ;  but  tenants 
with  fixity  of  tenuTe.  The  rents  were  left  to  the  iemindars  to  fix  al  their 
discretion  ;  but  once  fixed,  were  never  more  to  be  altered.  This  is  nnw 
the  law  and  practice  of  landed  tenure,  in  the  most  flourishing  part  of  the 

rilish  Indian  dominions. 

In  the  parts  of  India  into  which  the  British  rule  has  been  more  recently 
introduced,  the  blunder  has  been  avoided  of  endowing  a  useless  body  o( 
great  landlords  with  gifts  from  the  public  revenue ;  but  along  witli  the 
evil,  the  good  also  has  been  left  undone.  The  government  has  done  less 
for  the  ryots  than  it  has  required  to  be  done  for  them  by  the  landlords  of 
its  creation.  In  the  greater  part  of  India,  the  immediate  cultivators  have 
never  yet  obtaineii  a  perpetuity  of  tenure  at  a  fixed  rent.  The  government 
manages  the  I.-mdon  the  principle  on  which  a  good  Irish  landlord  manages 
his  estate  :  not  puttm^;  it  up  to  competition,  not  asking  the  cultivators 
what  they  will  promise  to  pay,  but  dctcrniiiiing  for  Itself  what  they  can 
afford  to  pay,  and  definin^;  its  demand  accordingly.  In  some  places  it 
makes  its  arrangements  willi  the  ryots  individually,  in  others  with  the 
village  communities,  leaving  them  to  apportion  the  demand  according  to 
mage  or  agreement.  Sometimes  the  rent  is  fixed  only  for  one  year,  some- 
times for  three,  or  five  ;  but  the  tendency  of  recent  policy  is  towards  long 
leases,  extending,  in  the  northern  provinces  of  India,  to  a  tenn  of  thirty 
years,  with  conditional  renewal  for  twenty  more.  This  arrangement  has 
not  existed  for  a  sufficient  lime  to  have  shown  by  experience,  how  far  the 
motives  which  the  long  lease  creates  in  the  mtnds  of  (he  cultivators,  fall 
' "  ort  of  the  beneficial  influence  of  a  perpetual  settlement.  But  the  two 
plans,  of  annual  settlements  and  of  short  leases,  are  irrevocably  con- 
demned. They  can  only  be  said  to  have  succeeded,  in  comparison  with 
the  unlimited  oppression  which  existed  before-  They  are  approved  by 
nobody,  and  were  never  looked  upon  in  any  other  Yight  than  as  temporary 
arrangements,  to  be  abandoned  when  a  more  complete  knowledge  of  the 

p.ibilities  of  the  country  should  afford  data  for  something  more  per- 

anenc. 


CHAPTER  X. 


MEANS  OF  ABOLISHtNG   COTTIER  TENANCV, 

5  I.  The  question,  what  is  to  be  done  with  a  cottier  popiilation  ?  which 
any  case  would  have  been  a  fit  subject  for  consideration  in  a  work  like 
the  present,  is  lo  the  English  government  at  this  lime  the  most  urgent 
of  practical  questions.  The  majority  of  a  population  of  eight  millions, 
having  long  grovelled  in  helpless  inertness  and  abject  poverty  under  the 
cottier  system  ;  reduced  by  its  operation  to  mere  food,  of  the  cheapest 
description,  and  to  an  incapacity  of  either  doing  or  willing  anything  for 
the  improvement  of  their  lot ;  have  at  last,  by  the  failure  of  that  lowest 
Duality  of  food,  been  plunged  into  a  state  in  which  the  alternative  is 
ucatli,  or  to  be  penuanently  supported  by  other  people,  or  a  radical 


change  in  the  economical  arrangements  under  whicli  it  has  hitherto  been 
their  misfortune  to  live.  Such  an  emergency  has  compelled  attention  to 
the  subject  from  the  legislature  and  from  the  nation,  bm  it  can  hardly  as 
yet  be  said  with  much  result ;  for,  the  evil  having  originated  in  a  system 
of  land  tenancy  which  withdrew  from  the  people  every  motive  to  industry 
or  thrift  except  the  fear  of  star\-ation,  the  remedy  provided  by  Parliament 
was  to  take  away  c\xn  that,  by  conferring  on  them  a  legal  claim  to 
eleemosynary  support :  while,  towards  correcting  the  cause  of  the  mis- 
chief, nothing  was  done,  beyond  vain  complaints,  though  at  the  price  to 
^e  national  treasury  often  millions  sterling  for  one  year's  delay. 

I  presume  it  is  needless  to  expend  any  argument  in  proving'  that  the 
very  foundation  of  the  cconomicil  evils  of  Ireland  is  tbe  cottier  system  r 
that  while  peasant  rents  fixed  by  competition  are  the  praciice  of  the 
country,  to  expect  industry,  useful  activity,  .iny  restraint  on  population 
but  death,  or  any  the  smallest  dmiinution  of  |>overty,  is  to  look  for  figs 
on  thistles  and  grapes  on  thorns.  If  our  practical  statesmen  art  not  ripe 
for  the  recognition  of  this  fact ;  or  if  while  they  acknowledge  it  in  theory, 
they  have  not  a  sufficient  feeling  of  its  reality  to  be  capable  of  founding 
upon    it  any  course  of  conduct,    there  is  still  another,  and  a    purely 

?hysical  consideration,  from  which  they  will  6nd  it  impossible  to  escape, 
f  the  one  crop  on  which  the  people  have  hitherto  supported  themselves 
continues  to  be  precarious,  cither  some  new  and  great  impulse  must  be 
given  to  agricultural  skill  and  industry,  or  the  soil  of  Ireland  can  no 
longer  f;ed  anything  like  its  present  population.  The  whole  produce  of 
the  western  half  of  the  island,  leavinjj  nothing  for  rent,  will  not  now  keep 
permanently  in  existence  the  whole  of  its  people ;  and  they  will  neces* 
sariiy  rcmaiTi  an  annual  charge  on  the  taxation  of  the  empire,  until  they 
are  reduced  either  by  .emigration  or  by  starvation  to  a  number  corre- 
sponding with  the  low  state  of  their  industry,  or  unless  the  means  are 
found  of  making  that  industry  much  more  productive. 

Cottiers,  therefore,  must  cease  to  be.  Nothing  can  be  done  for  Ireland 
without  transforming  her  rural  population  from  cottier  tenants  into  some- 
thing else.  But  into  what?  lliaic  who,  knowing  neither  Ireland  nor 
any  foreign  country,  take  as  their  sole  standard  of  social  and  economical 
excellence,  English  practice,  propose  as  the  single  remedy  for  Irish 
wretchedness,  Ihe  transformation  of  the  cottiers  into  hired  labourers.  I 
contend  that  the  object  should  be  their  transformation,  as  far  as  circum- 
stances admit,  into  landed  proprietors.  Kither,  indeed,  would  be  a  most 
desirable  exchange  from  ibe  present  nuisance  ;  but  as  a  practical  object 
the  latter  of  the  two  seems  to  me  preferable  in  an  almost  incalculable 
degree  to  the  former,  both  as  the  most  desliable  in  itself,  and  very  much 
the  easiest  to  effecL 

§  2.  To  convert  Ihe  cottiers  into  hired  labourers  is  rather  a  scheme  for 
the  improvement  of  Irish  agriculture,  than  of  the  condition  of  the  Irish 
people.  The  status  of  a  day  labourer  has  no  charm  for  infusing  fore- 
thought, frugality,  or  self-restraint,  into  a  people  devoid  of  tliem.  h  13 
not  necessarily  injurious  to  those  qualities  where  they  exist,  but  it  seldom 
engenders  them  where  they  are  absent.  If  the  Irish  peasantry  could  be 
Instantaneously  changed  into  receivers  of  wages,  the  wages  being  no 
higher  than  they  now  are,  or  than  there  is  any  reason  to  hope  that  they 
would  be,  and  the  present  habits  and  mental  characteristics  of  the  people 
remaining,  we  should  merely  sec  five  or  six  millions  of  people  livmg  as 
^<iy  labourars  in  the  same  wretched  manner  in  which  as  coltiei-s  they 
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lived  b«rore;  equally  [^sK-e  tn  the  absence  of  every  comfort,  equally 
reckless  in  multiplicaiion,  and  even,  perhaps,  equally  listless  at  their 
work  ;  since  they  could  noi  be  dismissed  e>i  masse,  and  if  they  could, 
dismissal  would  now  be  simply  remanding  ihem  to  the  poor-rate.  Far 
other  would  be  the  effect  of  making  them  peasant  proprietors.  A  people 
who  in  industry  and  providence  have  everyihirty  to  Icarn^who  are  con- 
fessedly among  the  most  backward  of  European  populations  in  the 
industrial  vinues— require  foe  their  reffeneralion  the  most  powerful 
incitements  by  which  those  virtues  can  be  siiniulated  :  and  there  is  no 
stimulus  cotnp;irable  to  property  in  land.  A  permanent  interest  in  the 
soil  to  those  who  till  it,  is  almost  a  guarantee  for  the  most  unwearied 
laborioiisness :  ag-ainst  overpopulation,  though  not  infallible,  it  is  the 
best  presen-ative  yet  known  ;  and  where  it  failed,  any  other  plan  would 
probably  fail  much  more  egrepiously ;  the  evil  would  be  beyond  the 
reach  of  merely  economic  remedies.  Having  already  insisted  so  strongly 
on  these  topics,  I  feel  It  needless  to  argue  any  further,  that  the  conversion 
of  the  Irish  peasantry',  or  of  some  considerable  portion  of  them,  into  small 
landed  proprietors,  is  a  more  beneficial  object  than  the  transformation  of 
all  of  Ihcm  indiscrimimtcly  into  labourers  for  hire. 

But  besides  being  more  desirable,  it  is,  above  all,  more  attamable.  The 

ther  plan,  as  a  measure  standing  by  itself,  is  wholly  impracticable.     It 

jvolvcs  contradictory  conditions.     The  conveisirin  of  the  coltiers  into 

ired  labourers  implies  the  introduction,  all    over  Ireland,  of  capitalist 

farmers,  in  lieu  of  the  present  small  tenants.    These  fanners,  or  their 

capital  at  least,  must  come  from  England.     But  to  induce  capital  to 

me  in,  the  cotti^rr  population  must  lirst  be  peaceably  got  rid  of:   in 

her  words,  that  must  be  already  acconiplished.  which  English  capital  is 

oposed  as  the  means  of  accomplishing.   Why  is  Ireland  the  only  country 

ine  world  to  which  English  capital  does  not  goF    Because  it  cannot  go 

any  purposft  without  turning  out  the  people,  and  the  people  refuse  to  be 

jrned  out.     I  presume  it  is  not  seriously  proposed  that  they  should  be 

jrned  out  en  masse,  without  beinjr  otherwise  provided  for.     With  their 

&ivn  consent  they  never  will  be  dislodged  from  their  holdings  until  sonic- 

"ling  belter  is  given  to  ihein-     They  will  not  be  got  rid  of  by  merely 

■Uing  them  that  something  better  will  follow. 

It  is  necessary  however  m  the  next  place  to  consider,  what  is  the  con- 
dition of  tilings  which  would  follow.     The  ineffective  Irish  agriculture  is 
be  converted  into  an  effective  English  agriculture,  by  throwing  together 
le  Small  holdings  into  large  farms,  cultivated  by  combined  labour,  with 
It  hest  modem  improvements.     On  the  supposiliun  of  success,  Ireland 
irould  be  assimilated,  in  her  agriculture,  to  ihc  most  Improved  parts  of 
^tngtand.     But  what  are  the  most  improved  parts  of  England?     Those 
In  which  fewest  labourers  are  employed,  in  proportion  to  the  extent  of  the 
soil.    Taking  the  number  of  Irish  peasants  to  the  square  mile,  and  the 
lumber  of  hired  labourers  on  an  equal  space  in  the  model  counties  of 
Scotland  or  England,  the  former  number  Js  commonly  computed  to  he 
fbout  three  limes  the  Utter.    Two-thirds,  therefore,  of  the  Irisli  peasantry 
could  be  absolutely  dispensed  with.    What  is  to  be  done  with  them  ?    la 
supposed  that  they  would  find  employment  in  manufacluring  labour? 
hey  are  at  present  unfit  for  it ;  and  even  if  fit,  capital  would  require  to 
e  imported  for  that  purpose  too;  and  ia  it  likely  that  manufacturing 
ipital  will  resort  to  Ireland,  abandoning  Leeds  and  Manchester?    Under 
more  efficient  cultivation  of  her  soil,  Ireland  would  require  a  greatly 
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increased  amount  of  masufacmred  goods,  but  thesa  vould  still  be  most 
advantageously  manafactured  in  Lancashire  or  Yorkshire ;  and  even  if 
Ireland  became,  as  tu  agricultural  improvement,  an  English  county,  she 
wodld  be  but  a  larger  Devonshire,  drawing  everything  which  she  con- 
sumed, except  the  products  of  agriculture,  from  elsewhere.  All  the 
excess  of  Insh  population  above  the  Devonshire  standard  would  be 
a  local  surplus,  which  must  migrate  to  England,  or  to  America,  or  subsist 
on  taxation  or  charity,  or  must  be  enabled  to  raise  its  own  food  from  its 
own  soil.  The  plan  therefore  of  timing  the  cottiers  into  labourers  for 
wages,  even  if  it  fulfilled  its  utmost  promise,  only  disposes  of  a  tliird  of 
the  population  ;  with  respect  to  the  remaining  two-thirds,  the  original 
difficulty  recurs  in  its  full  force. 

The  question,  what  system  of  agriculture  is  best  in  itself,  is,  for  Ireland, 
of  purely  theoretical  interest :  the  people  are  there,  and  the  problem  is 
not  how  to  improve  the  cotmtry,  but  how  it  can  be  improved  by  and  for 
its  present  inhabitants.  It  is  not  probable  that  Englana  will  undertake  a 
simullaneous  removal  of  two  millions — the  smallest  number  which  in  the 
opinion  of  any  person  acquainted  with  the  subject  would  make  a  clear 
field  for  the  introduction  of  English  agricuJture.  But  unless  she  does, 
the  soil  of  Ireland  must  continue  to  emoloy  and  feed  the  people  of  Ireland : 
and  since  it  cannot  do  this  on  the  English  system,  or  on  any  system 
whatever  of  large  famnmg,  all  idea  of  that  species  of  agricultural  improve- 
ment as  an  exclusive  thing  must  be  abandoned  ;  the  fi^ftfg  culture  in  some 
one  of  its  shapes  will  continue,  and  a  lai^e  proportion  of  the  peasants,  it 
they  do  not  become  small  proprietors,  will  remain  sm:iU  farmers.  In  the 
few  cases  in  which  comprehensive  measures  of  agricultural  impnyvcment 
have  been  undertaken  by  large  capitals,  the  capitalists  have  not,  as  some 
might  perhaps  suppose,  employed  themselves  in  creating  large  farms,  and 
cultivatiiig  them  by  hired  labour  ;  their  farms  are  of  a  size  only  sufficient 
for  a  single  family  :  it  was  by  other  expedients  that  the  improvement^ 
which  was  to  render  the  enterprise  profitable,  was  brought  about :  these 
were,  advances  of  capital,  and  a  temporary  security  of  tenure.  There  is  a 
Company  called  the  Irish  Waste  Land  Imprtjvement  Society,  of  whose 
operations,  in  1845,  ^^  following  report  was  made,  by  their  intelligent 
manager,  Colonel  Robinson.* 

'Two  himdred  and  forty-five  tenants,  many  of  whom  were  a  few  years 
since  in  a  state  bordering  on  pauperism,  the  occupiers  of  small  holdings 
of  from  ten  to  twenty  plantation  acres  each,  have,  by  their  own  free 
labour,  with  the  Society's  aid,  improved  their  farms  to  the  value  of 
j£4,396  \  fjio^  having  been  added  during  the  last  year,  being  at  the  rate 
of^t?  i8s.  per  tenant  for  the  whole  term,  and  £,1  gs.  for  the  past  yearj 
the  benefit  of  which  improvements  each  tenant  will  enjoy  during  the  un- 
expired term  of  a  thirty-om year^  lease. 

'These  245  tenants  and  their  families,  have,  by  spade  husbandry, 
reclaimed  and  brought  into  cultivation  1,032  pkntation  acres  of  land, 
previously  unproducti%-e  mountain  waste,  upon  which  they  grew.  last  year, 
crops  valued  by  competent  practical  persons  at  ;C3,896,  being  in  the  pro- 
portion of  ^^15  i8s,,  each  tenant;  and  their  live  stock,  consisting  of 
cattle,  horses,  sheep,  and  pigs,  now  actually  upon  the  estates,  is  valued, 
■ding  to  the  present  prices  of  the  neighbouring  markets,  at  j£4,i6a, 
;£i,304  has  been  added  smce  February,  1844,  being  at  the  rate 
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'  of  ;£i6  195,  for  the  wliole  period,  and  ^5  6s.  for  the  last  year ;  during 
which  time  their  slock  has  thus  increased  in  value  a  sum  equal  to  their 
present  annual  rent ;  and  by  the  statistical  table  and  retunis  referred  to 
m  previous  reports,  it  is  proved  th.it  ihe  tenants,  in  general,  improve 
their  little  farms,  and  increase  their  cultivation  and  crops,  in  nearly  direct 
proportion  to  the  number  of  available  working  persons  of  both  sexes  of 
which  their  families  consist.' 

There  cannot  be  a  stronger  testimony  to  the  superior  amount  af  grots 
produce  raised  by  small  farming,  under  any  tolerah]c  system  of  landed 
tenure  ;  and  it  is  worthy  of  attention,  that  the  industry  and  zeal  are 
greatest  among  the  smaller  holders  :  Colonel  Robinson  noticing  as 
exceptions  to  the  remarkable  and  rapid  progress  of  improvement,  some 
tenants  '  who  are  occupants  of  larger  famis  than  twenty  acres,  a  class  too 
often  deficient  in  the  enduring  industry  indispensable  for  the  successful 
prosecution  of  nioimtain  improvements.'* 

5  3.  The  case  of  Ireland  is  similar  in  its  requirements  to  that  of  India. 
In  India,  though  great  errors  have  from  time  to  time  been  committed^  no 
one  ever  proposed,  under  the  name  of  agricultural  impiovement,  to  eject 
the  ryots  or  peasant  farmers  from  their  possession  ;  all  the  improvement 
that  Yizts  been  looked  for,  has  been  through  making  their  tenure  more 
secure  to  them,  and  the  sole  difference  of  opinion  is  between  those  who 
contend  for  perpetuity,  and  those  who  think  that  long  Leases  will  suffice. 
Tlie  same  quesuon  may  exist  as  to  Ireland;  and  with  the  case  of  the 
Waste  Lands  Improvement  Society  before  us,  as  well  as  many  other 
instances  of  reclamation  of  land,  recorded  by  Lord  Devon's  Commission, 
it  would  be  idle  to  deny  that  long  leases,  under  such  landlords  as  are 
sometimes  to  be  found,  do  eficct  wonders,  even  in  Ireland.  But  then, 
they  must  be  leases  at  a  low  rent.  Long  leases  are  in  no  way  to  be  relied 
on  for  getting  rid  of  cottierism.  During  the  existence  of  cottier  tenancy, 
leases  have  always  been  long  ;  bventy-one  years  and  three  lives  con- 
current, was  a  usual  term.  But  the  rent  being  fixed  by  competition,  at  A 
.liigher  amount  than  could  be  paid,  so  that  the  tenant  neither  had,  nor 

iild  by  any  exertion  acquire,  a  beneficial  interest  in  the  land,  the 
Advantage  of  a  lease  was  merely  nominal.  In  India,  the  govemn\ent  is 
able  to  prevent  this  evil,  because,  being  itself  the  landlord,  it  can  fix  the 
rent  according  to  its  own  judgment  ;  but  under  individual  landlords, 
while  rents  are  fixed  by  competition,  and  the  competitors  are  a  peasantry 
straggling  for  subsistence,  nomTtial  rents  are  inevitable,  unless  the 
population  is  so  t]|«i,  that  the  competition  itself  is  only  nominal.  The 
majority  of  landL^ls  will  grasp  at  immediate  money  and  immediate 
power  ;  and  so  long  as  they  find  cottiers  eager  to  olTer  them  ever)*thing. 
It  is  useless  to  rely  on  them  for  tempering  the  vicious  practice  by  a 
lonsiderate  self-denial. 

A  perpetuity  is  a  preferable  tenure  to  a  long  lease  ;  it  is  a  far  stronger 

imulus  to  improvement ;  not  only  because   ihe   longest  lease,   before 

coming  to  an  end,  passes  through  all  the  varieties  of  short  leases  down  to 

lO  lease  at  all ;  but  for  more  fundamental  reasons.     It  is  very  shallow, 

en  in  pure  economics,  to  take  no  account  of  the  Influence  of  imagi- 
I  have  feccnlly  seen,  with  much  regret,  an  annouacement  lliat  this  most 

ful  Sijcicly  15  under  ihe  necessity  of  winding  up  its  affairs.  In  the  state  to  which 
_.  land  has  Ixcn  rcducetl  hy  ilie  poor  law  and  the  famine,  such  a  fact  dclracts 
notlilDg  from  the  cWdencc  which  the  previous  success  of  the  Society  alToidcd  m 
favouT  of  its  plan  of  operEUians. 
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nation  :  tliere  is  a  virtue  in  'for  ever'  beyond  the  !oiigesl  term  of  j*cati  , 
even  if  tlie  term  is  long  enough  to  include  children,  and  all  whom  a 
person  individually  cares  for,  he  will  not  exeit  himself  with  the  same 
ardour  to  increase  the  value  of  an  estate,  his  interest  in  which  diminishes 
in  value  every  year.  A  lease,  therefore,  is  never  a  complete  substitute  for 
A  perpetuity.  Bui  wlierc  a  cuunlry  is  under  cottier  tenure,  the  question 
of  perpetuity  is  quite  secondary  to  the  more  important  point,  a  limitation 
of  the  rem.  Rent  paid  by  a  capiialist  who  farms  for  profit,  and  not  for 
bread,  may  safely  be  abandoned  to  conipctttion  ;  rent  paid  by  labouren 
cannot,  unless  the  labourers  were  in  a  state  of  civiliiation  and  improve- 
ment which  labourers  have  nowhere  yet  readied,  and  cannot  easily  reach 
under  such  a  tenure.  Peasant  rents  ought  never  to  be  aibitrar)-,  never  at 
the  discretion  of  the  landlord  :  either  by  custom  or  law,  it  is  iinperaiively 
necessary  that  ihey  should  be  fixed  ;  and  u-here  no  mutually  advantageous 
custom,  such  as  the  metayer  system  of  Tuscany,  has  established  itself, 
reason  and  experience  recommend  that  they  should  be  fixed  in  perpetuity  : 
thus  chan^inf,'  the  rent  into  a  quit-rent,  and  the  famier  into  a  peasant- 
proprietor. 

§  4.  Let  us,  ther,  examine  what  means  are  afforded  by  the  economical 
circumstances  of  Ireland,  for  carrying  this  change  into  effect  on  a 
suHiciendy  large  scale  to  accomplish  the  complete  abolition  of  cottier 
tenancy.  The  mode  which  first  suggests  itself  is  the  obvious  and  direct 
one,  of  doing  the  thing  outright  by  Art  of  Parliament ;  making  the  whole 
land  of  Ireland  the  properly  of  the  tenants,  sjbject  to  ihe  renis  now  really 
paid  (not  the  nominal  rents),  as  a  fixed  rent  charge.  This,  under  ihe 
name  of '  fixity  of  tenure,'  was  one  of  the  demands  of  the  Repeal  Associ- 
ation during  the  most  siicce^^ful  period  of  their  agitation  ;  and  vi^as  better 
expressed  by  Mr.  Conner,  its  earliest,  most  enthusiastic,  and  most 
indefatigable  apostle,*  by  the  words,  'a  valuation  and  a  perpetuity.'  In 
this  measure  theic  wuuld  not,  strictly  speaking,  be  any  injustice;  provided 
tlie  landlords  were  compensated  for  the  present  value  of  the  chances  of 
incrft-ise  which  they  would  be  prospectively  required  to  forego.  The 
rupture  of  existing  social  relations  would  hardly  he  more  violent  than  that 
ejected  by  ihe  ministers  Stein  and  Hardenber;g,  when,  by  a  series  of 
edicts,  iu  the  early  part  of  the  present  century,  they  revolutionized  the 
state  of  landed  property  in  the  Prussian  monarchy,  and  left  their  names 
to  posterity  among  the  greatest  benefactors  of  their  country.  To 
enlightened  foreigners  writmg  on  Ireland,  Von  Raumer  and  Gustave  dc 
Ueatiinont,  a  remedy  of  this  sort  seems  so  exactly  and  obviously  what  the 
disease  requires,  that  they  have  some  difficulty  in  comprehending  how  it 
IS  that  the  thing  is  not  yet  done. 

But  though  this  measure  is  not  beyond  the  competence  of  a  just 
legislature,  and  would  be  no  infringement  of  property  if  the  landlords  nad 
the  option  allowed  I  hem  of  giving  up  their  lands  at  the  full  value,  reckoned 
at  the  ordinary  number  of  years  purchase  ;  it  is  only  fit  to  be  adopted  if 
the  nature  of  the  case  admitted  of  no  milder  icniedy.  In  the  first  place, 
it  is  a  complete  expropriation  of  the  higher  cl  isscs  of  Ireland  :  which,  if 
there  is  any  truth  in  the  principles  we  have  laid  down,  would  be  perfectly 
warrantable,  but  only  if  it  were  the  sole  means  of  effeciing  a  great  public 

*  Author  of  cameroHSpaniphleta,  entitled  'True  Political  Economy  of  Ireland,* 
*  Letter  lo  llic  Eirl  uf  Devnn,'  '  Two  LcIIcib  on  ihc  Rackrrnt  Oppression  of 
IrvUmI,'  nuJ  others.    Mr.  Conner  has  bsca  an  agitator  on  tbe  subject  since  iS^a. 
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good.     !n  the  second  place,   that  there  should  be  none  but  pcasant- 
iroprictors,  is  in  itself  far  from  desirable.     Large  farms,  cultivated  by 
rge  capita]Sj  and  owned  by  persons  of  the  bc5t  education  which  the 
junlry  can  give,  persons  qualified  by  instrucUoii  to  appreciate  scientific 
iiscoveries,  and  able  la  bear  the  delay  and  risk  of  costly  experiments,  are 
in  important  part  nf  a  good  agriciiliiiral  system.     Many  such  landlords 
"  ere  arc  even  in  Ireland;  and  it  would  be  a  public  misfortune  to  drive 
cm  from  their  post.    Other  objections  might  be  added  j  a  large  pro- 
Jrtion    of  the   present  holdings  arc  too  small  to  try  the   proprietary 
stem  under  the  greatest  advantages :  nor  are  the  tenants  always  the 
ilersons  one  would  desire  to  select,  as  the  first  occupants  of  peasanC- 
Toperties.     There  are  numbers  of  them  on  whom   it  would  have  a 
ore  beneficial  ctrcct  to  give  them   the  hope  of  acquiring  a  landed 
ropcrty  by  industry  and  frugahty,  than  the  property  itself  in  immediate 
lossession. 
§  5.  Some  persons  who  desire  to  avoid  ilie  term  fixity  of  tenure,  but 
who  cannot  i>c    satisfied  without  some   measure  co-extcnsivc  with    the 
hole  country,  have  proposed  the  universal  adoption  of  *  tenant-rigbt.' 
"ndcr  this  equivocal  phrase,  two  things  are  cbnfounded,      What  it 
mraonly  stands  for  in  Irish  discussion,  is  the  Ulster  practice,  which  is 
fact,  fixity  of  tenure.     It  supposes  a  customary,  ihoujjh  not  a  legal, 
mitation  of  the    rent ;  without  which  the  tenant  evidently   could  not 
auire  a  beneficial  and  saleable  imei-est.     Its  existence  is  highly  s.-iiutnr)', 
lU  is  one  principal  cause  of  the  superiority  of  Ulster  in  efficiency  of 
Itivation,  and  in  the  comfort  of  the  people,  notwithstanding  a  minuter 
ibdivisioa  of  holdings  than  in  the  other  provinces.     Kut  to  convert  ib.s 
ustomary  limitation  of  rent  into  a  legal  one,  and  to  make  it  universal, 
ould  be  to  establish  a  fixity  of  tenure  by  law,  the  objections  to  which 
lave  already  been  stated. 
The  same  appellation  (tenant  right)  has  of  late  years  been  applied, 
ore  particularly    in  England,  to  something  altojrether  different,  and 
liing  as  much  short  of  the  exigency,  as  the  enforcement  of  the  Ulster 
istom  would  exceed  it.    This  English  tenant  right,  with  which  a  liigli 
ricuUural  aulhorily  has  conncclea  his  name  by  endeavouring  to  obtain 
for  it  legislative  sanctinn,  amounts  to  no  more  than  this,  that  on  the 
expiration  of  a  lease,  the  landlord  should  make  compensation    to  the 
uant  for 'unexhausted  improvements.'    This  is  certainly  very  desirable, 
lut  provides  only  for  the  case  of  oipitalist  farmers,  and  of  improvements 
nade  by  outlay  of  money  ;  of  the  worth  and  cost  of  which,  an  experienced 
nd  agent  or  a  juiy  of  fanners  could  accurately  judge.  The  improvements 
'to  be  looked  for  from  peasant  cultivators  are  the  result  not  of  money  but 
of  their  labour,  applied  at  such  various  times  and  in  such  minute  portions 
as  to  be  incapable  of  judicial  appreciation.    For  such  labour,  compen- 
sation could  not  be  given  on   any  principle  but  that  of  paying  to  the 
tenant  the  whole  difference  between  the  value  of  the  properly  when  he 
received  itr  and  when  he  gave  it  up  :  which  would  as  effectually  annihilate 
the  right  of  property  of  the  landlord  as  if  the  rent  had  been  fixed  in 
perpetuity,  while  it  would  not    ofler    the    same   inducements    to    the 
cuhivator,  who  improves  from  affection  and  passion  as  much  as  from 
culation,  and  to  whom  his  own  land  is  a  widely  different  thing  from 
B  most  liberal  possible  pecuniary  compensation  for  it. 
^  6w  There  .ire  then  strong  objections,  as   well   as  great  difiicuUies, 
iposed  to  tlic  attempt  to  make   peasant  properties   universal,     Unt, 
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fortunately,  that  thcy  should  be  universal  is  not  necessary  to  their 
usefulness.  Tlierc  h  no  need  to  extend  them  to  all  the  population,  or  all 
the  land.  It  is  enough  if  there  he  land  a^milable,  on  u'hich  to  locate  so 
great  a  portion  of  the  population,  l)uit  the  remnining  area  of  tlie  country 
shall  not  be  required  to  maintain  greater  numbers  than  arc  compatible 
with  large  farming  and  hired  labour.  Fur  this  purpose  there  is  an 
cbvious  resource  in  the  wasl«  lands  ;  which  are  happily  so  extensive,  and  a 
larye  prnpnrtion  of  them  so  improvable,  as  to  afford  a  means  by  which, 
without  making  the  present  tenants  proprietors,  nearly  the  whole  surplus 
population  might  be  converted  into  peasant  proprietors  elsewhere.  This 
plan  has  been  strongly  pressed  upon  the  jiublic  by  several  writers :  but  the 
first  to  bring  it  prominently  forward  in  England  was  Mr.  William 
Thornton,  in  a  work*  honourably  discing lii^hed  from  most  others  which 
have  been  recently  published,  by  its  rational  treatment  of  the  great 
questions  alTecting  the  economical  condition  of  the  labouring  classes. 

The  detailed  estimate  of  an  irrefragable  authority,  Mr.  Griffith,  annexed 
to  the  Report  of  Lord  Devon's  Commission,  shows  nearly  a  million  and  a 
half  of  acres  reclaimable  for  the  spade  or  plough,  some  of  them  with  the 
promise  of  great  fertility,  and  about  two  millions  and  a  half  more, 
reclaimabfe  for  pasture  :f   the  greater   part  being  in   most    convenient 

Jjroximiiy  to  the  principal  masses  of  destitute  population.  Besides  these 
burmillionsof  acres,  [here  are  above  two  millions  and  a  half, |  pronounced 
by  Mr.  Griffith  to  be  unimprovable  ;  but  he  is  only  speaking  of  reclamation 
for  profit :  it  is  doubtful  if  there  be  any  land,  in  a  temperate  climate,  which 
cannut  be  reclairued  and  rendered  productive  by  labourers  themselves, 
under  llie  inducement  of  a  permanent  property.  Confining  ourselves  to 
the  one  and  a  half  million  of  arable  first  menlionL-d,  it  would  furnish 
properties  averaging  five  acres  each  to  three  bundled  thousand  persons, 
which  at  the  rate  of  five  persons  to  a  family,  a  rather  low  rate  for  Ireland, 
answers  to  a  population  of  fifteen  hundred  thousand.  Suppose  such  a 
number  drafted  off  to  a  state  of  independence  and  comfort,  together  wiih 
a  very  moderate  additional  relief  by  emigration  ;  and  the  introduction  of 
English  capital  and  firming,  over  the  remaining  surface  of  Ireland,  would 
at  once  cease  to  be  chimerical, § 

*  Over  Pt'puhtion  and  i!s  Remedy.  By  William  Thorajis  Thornton.  Pp.  429- 34. 
In  his  subsequent  work,  'A  Tlea  for  Peasant  Pfoprieiois,'  Mr.  'ITiomlon  has 
restated  his  fotmer  arguments  and  suggestions  with  many  addltigns  and  improvt- 
ments. 

+  Mr.  GriEih'a  numliets  are  1,425,000  and  2,330,00a  See  p.  53  of  the 
Report. 

;  2,535,000.  ,  .        , 

g  If  iiistend  of  throwing  smitll  famis  into  Inrgcr,  and  exchanging  pcnsant  for 
capitsilist  farmers,  the  'clearing'  were  ]inn'.c::l  to  <iirh  a  coosolidalion  of  small 
holdings  iix  WDUld  make  them  coTre^poild  in  .sfxe  li>  the  admirable  Kiii:tll  farcTiS  of 
Uc!f;iumi  the  adctjiiacy  of  the  leticiiirce  is  sliU  more  clear  and  tin  (questionable. 
'There  arc  at  present,'  says  the  Digest  of  Evidence  to  Lord  Devon's  Report 
(p,  399),  '  326,084  occupiers  of  land  (more  than  nne-thlrd  of  the  1ola]  number 
returned  ill  Ireland)  who«e  holdings  vary  frnm  seven  acres  to  less  Ihsn  one  acre, 
and  are  therefore  inadequate  to  support  the  families  residing  upon  them.'  It  is 
shown  by  calculation,  '  ihat  the  con^utj'datlon  of  lh;se  Email  holdings,  up  Id  eight 
acres,  would  require  the  removal  of  about  I9:;,36S  famiEics,  and  that  the  first  class 
of  improvable  waslc  land  in  Ireland  would  furnish  to  lliose  removed  families 
locations  of  about  eight  Bcrcs  each  ;  or  the  fprst  and  second  ciiiivlities  of  improvable 
WMte  land,  taken  together,  would  ftirnisli  them  with  locations  of  about  twenty 


*The  improvement  of  wastes,'  Mr,  Thornton  observes,  *  may  pevha;js  be 
"thoi^ht  to  require  a  good  deal  of  capital ;  but  capital  is  principally  useful 
for  its  command  of  labour,  and  the  Irish  peasantry  have  quite  labour 
enough  at  their  own  disposal.  Their  misfortune  is,  that  they  have  so 
much.  Their  labour  would  not  be  the  worse  applied  because  they  worked 
for  themselves,  instead  of  for  a  paymaster.  So  far  is  [large]  capital  from 
being  indispensable  for  the  cultivation  of  barren  tracts,  Uiat  schemes  of 
this  kind,  which  could  only  bring  loss  to  a  rich  speculator,  are  successfully 
achieved  by  his  penniless  rival.  A  capitalist  niii&t  have  a  certain  return 
for  the  money  he  lays  out,  but  the  poor  man  expends  nothing  but  his  own 
superabundant  labour,  which  would  be  valueless  if  not  so  employed,  so 
that  his  returns,  ho«  ever  small,  are  all  clear  profit.  No  man  in  his  senses 
would  ever  have  thought  of  wasting  money  upon  the  original-sand  of  the 
Pays  de  Waes  ;  but  the  hard-working  boors  who  setded  there  two 
hundred  years  ago,  without  any  other  stock  than  their  industry,  contrived 
to  enrich  both  themselves  and  the  land,  and  indeed  to  make  the  latter  the 
richest  in  Europe.  There  is  no  soil  so  worthless  that  an  English  labourer 
will  not  eagerly  accept  an  nllotment  of  it  ;  and  while  the  green  valley, 
from  which  some  Highland  community  has  been  driven.  Is  fast  relapsing 
under  the  superintendence  of  a  wealthy  sheep-farmer  into  its  primitive 
wildness,  its  former  tenants  arc  forming  new  patches  of  arable  land  on  the 
rock-strewn  moors  along  the  sea-coast.' 

'The  profit  of  reclaiming  waste  land,'  says  the  Digest  of  Evidence  to 
Lord  Devon's  Commission,*  '  will  be  best  understood  from  a  practice 
not  uncommon  in  Ireland,  to  which  farmers  sometimes  resort.  This  con- 
sists in  gtvirg  the  use  of  a  small  portion  of  it  to  a  poor  cottier  or  herds- 
man for  the  first  three  crops,  after  which  this  improved  portion  is  given  up 
to  the  farmer,  and  a  fresh  piece  of  the  waste  land  is  taken  on  the  same 
terms  by  the  cottier.'  Well  may  the  compiler  say,  'Here  we  have  the 
example  of  the  very  poorest  class  in  Ireland  obtaining  a  livelihood  by  the 
cultivation  of  waste  land  under  the  most  discouraging  and  the  least 
remunerative  circumstances  that  can  well  be  imagined.' 

It  is  quite  worthy  of  the  spirit  which  pervades  the  wretched  attempts  as 
yet  made  to  do  good  to  Ireland,  that  this  spectacle  of  the  poorest  of  man- 
kind making  the  land  valuable  by  their  labour  for  the  profit  of  other 
people,  who  have  done  nothing  to  assist  them,  does  not  once  strike  Lord 
Devon  and  his  Commission  as  a  thing  which  onght  not  to  be.  Mr. 
Thornton  stronf^'ly  urges  the  claims  of  common  justice  and  common  sense. 

'The  colonists  ought  to  be  allowed  to  retain  permanent  possession  of 
the  spots  reclaimed  by  them.  To  employ  them  as  labourers  in  bringing 
the  land  into  a  remunerative  condition  (see  Report  of  Land  Occupation 

acres  each.'  It  is  computed  In.  565)  that  by  these  arrnngcmenls  500,000  labourers, 
ecinivaknt  to  at  Ie.ist  two  millions  and  a  half  cf  population,  would  be  abstracted 
from  coTnpclition  in  the  labour  m.Trkcl,  while,  un  the  waste  latid  Alune.an  addition 
of  nearly  twcnty-tivo  millions  sterling  would  Ix:  raaiic  tn  the  gross  proiiiicc  of  the 
country;  *and  that  the  first  three  or  four  years'  crops  would  return  the  cost 
requisite  lo  Wiog  siliout  this  charge.' 

Mr.  Griffith  and  the  other  witnesses  no  doubt  mac!e  their  calculations  on  the 
Kit  p  posit  ion  nT  potatc  cullare.  But  the  Email  fanm  in  Tld{;;iiini  are  a  proof  that  the 
cultivation  of  hemp  Jinl  fax  (Ihc  laKcr  in  pncliculac  comptcticly  suited  to  the 
climate  of  Ireland)  may  be  ptotiubly  conducted  on  BoiL  originally  a»  Larrcn  as 
mu^t  >}(  the  Irish  wastes,  and  iii  furms  of  five  or  ^!)<  acies. 


Cammiss)OHn;<,  iB«Rkr4Kiim^ihcBbelet  id  sane  oat  dserwiiile 
thnxicsem  tosluft  fbr  ftcwirHgs  -wbtrc  diey  CM^  waj  be  an  cKcdknt 
lMd«  of  wiridiiag  the  InAocd  b«  nttst  cicunOf  «n>tfe  ibe  snfier- 
fays  of  the  p«or.  l!  is  praUb9f  became  ibu  plu  hu  been  generally 
pnctbed,  ibu  ibe  wriamatinii  ef  «3s>e  land  b^  l^itbeno  dose  aodiii^ 
fbr  ihf  Vmcfit  cf  the  Irtib  prasaatQ-.  If  ibe  latter  aic  to  deiire  aoy 
,  aadi  of  tMH  ks  BSf  be  kxaaed  od  die  wu^  shoidd 


t:  ,     .KtaaX  lemses  of  didr  m^M-iiw,  ilfamietii* — dKwkl  be  made 

CtceliuLiler^  in  EkCt,  cr  Jit  less  pmrnM)  tE&ants  al  a  quit  rest  Socb  aa 
ammtpriukMi  t4  waste  land  voiaa  of  oonrse  leqcme  ih^i  cocnpeasadcut 
nraola  be  made  to  all  «faB  pmiocdy  possessed  anj  buefcn  in  it.  But 
theralneafa  le^  tmcyesi  in  land  vnoi  canaocbe  codostd  or  caliivaicd 
«-i''-  -!  r-mussno  of  the  iepdannc^  en  onlf  be  pnyoroocate  to  the 
a<  :y  pRMloce;  and  as  bad  in  a  nauol  stale  yttids  little  or 

c fe.  -..  k;^  daiiu  opoa  it  nicbt  be  boq^  vfi  ai  a  triJTiag  expense, 

or  nugfat  be  cowanuted  lor  «  very  souill  awmd  nnymexit  to  be  made  by 
the  settlers.  Of  tbe  perfect  coc^iesciBoe  of  Pamaaect  to  direct  sane 
anaafcmeni  cvf  ilus  land,  dwre  can  be  no  qnesrioBL  Ad  aubonty  wfaidi 
compels  indniddab  to  poit  imh  ibcir  most  rahied  property  on  tbe 
slisbteU  precext  iif  pdb^  canreatucDC^  aod  pexnits  tailvaj  pnifecto:^  to 
throw  down  faavSy  nttnaoaa  aad  cat  op  fkniorite  pleasare  crauads,  need 
Doi  be  very  tavptiaas  alMMt  feitiiw  the  sale  of  boggy  meadovs  or 
moantain  paatnc^  in  order  to  obtain  ue  means  of  coring  Uie  destitntion 
and  mtsczy  of  an  caiiic  people.* 

It  fpould  be  dewiaWe,  and  in  most  cai^cs  oeccssary,  that  tbe  tracts  of 
bad  sboidd  be  prepared  for  the  laboors  of  tbe  peasant,  by  being  drained 
aad  inictscaed  wah  roads  at  the  eKpesse  of  sovenmtent ;  the  inteiesi 
of  tbe  soms  socxpendeiLaDdaf  tbecoonpessatiaDpaJdfoc  custiog  rights 
to  tbe  wisw  Una,  bc^  cha^^  f»  it  «ben  icaaimed  as  a  perpetual 
quitreni,  redeenoUe  at  a  moderate  nninber  of  years^  parcftasc.  The 
state  wtmld  ihns  incor  no  Ue.%,  Khile  the  adranos  made  wocil  give  that 
immediate  employment  to  tbe  ssrplas  laboor  of  li^xnd,  vhidi  if  not 
git'cn  in  this  manner,  will  ass'jredly  have  to  be  given  in  same  other,  no* 
only  less  useful,  hax  tar  less  likely  to  repay  its  cosl.  Tbe  millions 
lavished  daring'  tbe  famine  in  tbe  almost  noounal  execution  of  useless 
vorksy  witboat  any-  result  bat  iha:  of  kcef^ng  the  people  alive^  vonId«  if 
an|da^red  in  a  g^cxt  opecatkm  on  die  vaste  land^  lure  been  quite  as 
cfiiDCtnal  for  relieving  immediatt  dtstirss,  and  woold  hare  laid  tbe  ibuuda* 
tion  broad  and  deep  lur  something  really  deserving  tbe  name  of  social 
improvement.  Bui,  as  usual,  it  was  thought  better  to  thro*  aMay  money 
anu  exerti<iii  tn  a  beaten  track,  than  to  lake  tbe  responsibility  of  tbe  most 
ad^-ania^'cous  inrestment  of  ihem  in  an  tmtroddcn  one. 

§  7.  U  ai:er  the  superabundant  evidence  elicited  in  the  Irish  inqtaries, 

of  ihc  cxtcn:  and  capviility  at  improvement  of  tbe  waste  lands,  tbe  reader 

can  duLibl  their  suinctcncy  for  horae  colooizatioo  on  such  a  scale  as  m 

dfcct  ^uih  benefit  to  eveo'body  the  *dearing',of  all  Ireland  ;  there  are 

yet  other  means,  by  which  itot  a  little  conld  be  done  in  the  disseminatioa 

of  |iejsant  proprietofs  over  ercn  the  existing  area  of  cnltivauon.    There 

ti  at  the  present  time  an  expeztmcnt  in  progress^  in  more  than  one  part  of 

EntUr.J.  f'T  the  creation  of  peasant  proprietory.     Tbe  pttwea  is  of 

oiiiiiii,  ai«d  its  hrst  colcmyis  now  in  full  operattc4i  near  Kicknums- 

leitforasbirc.     The  plan  is  as  fbllou-s  -—Funds  were  raised  by 

I,  and  nested  in  a  joint-stock  company.    With  part  of  these 
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funds  an  estate  of  several  hundred  acres  was  bouglit.  This  estate  was 
divided  into  portions  of  two,  three,  and  four  acres,  on  each  of  which  a 
house  was  erected  by  the  Association.  These  holdin^js  were  let  to  select 
laboorers,  to  n-hom  also  such  sums  were  advanced  as  were  thought  to 
amount  to  a  sutiiincnt  capital  fur  cultivatiun  by  spade  iabuur.  An  itnntial 
payment,  affording  to  the  CcniLiaiiy  an  interest  of  five  per  cent,  on  their 
outlay,  was  laid  on  the  several  iinldings  as  a  fixed  quil-rcnl,  never  in  any 
circumstances  to  be  jaiied.  Tlie  tenants  are  thus  proprietors  from  the 
first,  and  their  redemption  of  the  quit-rent,  by  saving  from  the  produce  of 
tlicir  labour,  is  desired  and  calculated  upun. 

The  originator  of  this  expL-riinetil  appears  to  have  successfully  repelled 
(before  a  tribunal  by  no  mcins  prepossessed  in  his  favour,  a  Cnmmittce  of 
the  House  of  Commons)  the  imputations  which  were  lavished  upon  his 
project,  and  upon  his  mode  of  cxccutini^''  it.  Should  its  issue  ultim-itcly 
DC  unfavourable,  the  cause  of  failure  ivill  be  in  tltc  details  of  manageraent, 
not  in  the  principle.  These  well-concelvcd  arranyemeiits  afford  a  mode 
ID  which  private  cipilal  may  co-operate  in  rcnov.iting  (he  social  and 
agrricuhura!  econmny  of  Ireland,  not  only  without  sacriHce  but  with  con- 
aiderable  profu  to  its  owners.  The  remarkable  success  of  the  Waste 
Land  Improvement  Society,  which  proceeded  on  a  plan  far  less  advan- 
tageous to  tlie  tenant,  is  an  instance  uf  what  an  Iri:>h  peasjtntry  can  be 
stimulated  to  do,  by  a  suflicicnt  assurance  iliat  what  ihry  do  will  be  for 
their  Own  advantage,  h  is  not  indispensable  to  begin  at  once  with  a 
perpetuity:  lonff  leases  at  mo<lei;itc  rents,  like  those  of  the  Waste  Land 
Society,  would  sutScc,  if  a  prospect  were  held  out  to  the  farmers  of  being 
allowed  to  purchase  their  f<irms.  with  the  aipilal  which  tliey  mi^ht  acquire, 
^i  the  Society's  tenants  were  so  rapidly  acquiring  under  the  influence  ot 
Its  beneficent  system.  It  would  be  a  botm  to  allow  them  to  become 
purchasers  of  tbf?  land  even  at  the  v;iUie  given  to  it  by  their  own  labour : 
and  though,  on  the  part  of  government,  to  take  such  an  adiantage  of  their 
exenions  would  be  most  un>;encrous  and  illiberal,  it  would  be  allowable  in 
private  capitalists  undertaking  a  work  of  national  benelit  as  an  advar»- 
tagcous  investment  of  capital.  When  the  lands  were  sold,  the  funds  of 
the  associatiuu  would  be  liberated,  and  it  might  recommence  operations 
in  some  other  quarter. 

Nor  is  it  only  by  joint-stock  associations,  and  the  introduction  of 
English  capital,  that  this  system  miji^ht  be  acted  U)X}n  :  it  would  be  most 
advantageous  to  every  individual  landowner  in  the  distressed  counties, 
who  has  any  funds  which  he  can  freely  dispose  of.  Under  the  new  Irish 
poor  law,  there  are  no  meana  for  the  landlords  of  escaping  ruin,  unless, 
by  some  potent  stimul.int  lo  the  industrial  energies  of  the  people,  ihey 
can  largely  increase  the  produce  of  agriculture :  and  since  there  is  no 
stimulant  available,  so  potent  as  a  permanent  interest  in  the  soil,  either 
the  present  landlords,  or  those  Enyhsh  monyagees  to  whom  the  estates 
of  the  more  impoverished  lundowneis  must  inevitably  pass,  would  find  it 
to  their  advantage,  if  no!  to  grnnt  at  once  this  permanent  interest  to  their 
tenants,  at  least  to  hold  out  to  them  the  prospect  of  acquiring  it.  The 
governracnt,  too,  into  wliosc  hands  no  small  portion  of  the  land  of  Ireland 
may  be  expected  to  fall,  in  ctinsctjuence  of  unrepaid  advances,  cither  past 
or  yet  to  cuiiic,  will  have  a  noble  opportunity  iif  rendering  the  acquisition 
instnimenlal  to  the  forniaiir>n  of  a  peasant  proprietary  :  hut,  lo  the  state, 
it  would  be  mnsT  di.icrcditable  to  sceic  for  profit  at  the  expense  of  tha 
sasantry^   and  whcttier  tlie  ownerships  were  granted  imuicdialely  or 
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only  held  out  in  prospect,  the  rent  or  price  should  be  no  more  tiian  suflfi- 
cicnt  to  repay  the  state  for  its  advances. 

§  8.  When  ihe  fomiidable  diSFicullies  in  which  the  government  of  this 
country  is  becoming  more  and  more  deeply  involved  by  the  condition  of 
Ireland,  shall  be  met  instead  of  being  evaded,  by  men  capable  of  rising 
superior  both  to  their  own  indolence  and  prejudices  and  to  those  of 
others ;  wc  may  hope  to  see,  from  the  present  lazy,  apathetic,  reckless, 
improvident  and  lawless  Ireland,  a  new  Ireland  anse,  consisting  of 
peasant  proprietors  with  something  to  lose,  and  of  hired  labourers  with 
something  to  gain  ;  the  fonner  attached  to  peace  and  law  through  the 
possession  of  property,  the  latter  through  the  hope  of  it ;  while  the  agri- 
culture of  one-half  of  Ireland  would  be  conducted  on  the  best  system  of 
small  cultivation,  and  that  of  the  other  half  on  the  best  principles  of  large 
fanning  and  combination  of  labour.  Would  it  be  too  much  to  hope,  that 
when  the  number  of  hired  labourers  was  duly  proportioned  to  the  soil  on 
which  they  were  employed,  and  a  peaceful  'clearing'  had  made  the 
country  safe  for  English  capital  to  dweJl  in,  the  rate  of  wages  would  be 
sufficient  to  establish  a  tolerably  high  standard  of  living — and  the  spirit 
of  saving,  fostered  by  the  desire  of  acquiring  land,  would  ^jrevent  that 
standarcf  from  being  again  depressed  through  an  imprudent  increase  of 
population  ? 

In  the  complication  of  human  affairs,  the  actual  effects  of  causes, 
whether  salutar>'  or  injurious,  remain  always  far  short  of  their  tendencies. 
But  history  is  not  without  examples  of  changes,  similar  in  kind  to  that 
which  I  have  been  sketching,  ana  the  results  of  them  are  not  uninstruc- 
tive.  Three  times  during  the  course  of  French  history,  the  peasantry 
have  been  purchasers  of  land  ;  and  these  limes  immediately  preceded* 
the  three  prmcipal  eras  of  French  agricultural  prosperity, 

'Aux  temps  les  plus  mauvais,'  says  the  historian  Michelcl,*  'aux 
moments  de  pauvretc  univcrseUe,  on  le  richc  meme  est  pauvre  et  vend 
par  force,  alors  ie  pauvre  se  trouve  en  (?tat  d'acheter :  nul  acqu^reur  ne 
se  priJsentant,  !e  paysan  en  guenillcs  arrive  avec  sa  pi^ce  d'or,  ct  il  ac<iuicrt 
un  bout  de  terre.  Ces  moments  de  di5sastre  ou  Ie  paysan  a  pu  acqu^rir 
la  icrre  h  hon  march'^,  nnt  loujonrs  (ft<5  suivis  d'un  ^lan  subit  de  f^rondittf 
qii'on  ne  s'expliquait  pas,  Vers  1500,  par  exemple,  C|uand  la  France 
cpuis)5e  par  Louis  XI.  senible  achevcr  sa  mine  en  Italic,  la  noblesse  qui 
part  est  obligee  de  vcndrc  :  la  tcrrc,  passant  h  de  nouvclies  mains,  re- 
fleurit  tout-Ji-coup  ;  on  Iravaille,  on  buiit.  Cc  beau  moment  (dans  le  style 
de  I'histoire  monarchique)  s'e-St  appek*  /t-  ^ori  Louts  X/f. 

'•  l\  dure  peu,  malheurcnscment.  La  tcrrc  est  h.  peine  remise  en  bon 
<Jta(,  le  fisc  fond  dessus ;  les  guerres  de  religion  arrivcnt,  qui  semblent 
raser  tout  jiisqu'au  50!,  mistrcs  horribles,  famines  atroccs  oil  !cs  mires 
mangeaient  Icurs  enfants.  Qui  croiniit  que  le  pays  se  relcvc  de  IH?  Eh 
bien,  la  guerre  finit  i  peine,  de  ce  champ  ravag<',  de  cette  chaumi^re 
encore  noire  et  bruise,  sort  I'^pargne  du  paysan.  II  achtte  ;  en  dix  ans, 
la  France  a  changii  de  face  ;  en  vingt  ou  (rente,  tous  les  biens  ont  double, 
tripW  de  valeur.  Cc  moment  encore  baptisd  d'un  nom  royal,  s'appclle  ie 
bon  Henri  IV.  et  le  grand  Richeliea' 

Of  the  third  era  il  is  needless  to  speak :  It  was  that  of  the  Revolution. 

Whoever  would  sludy  the  reverse  of  the  picture,  may  compare  these 
historic  periods,  cliaractcrizcd  by  the  disinemberment  of  large  and  ih« 

•  Lt  yVw/A-,  ire  psrlie,  ch.  I. 
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conslniction  of  small  properties,  with  the  wide*spread  nntionat  suffering 
which  accompanied,  and  ihe  permanent  deterioration  of  the  condition  of 
the  Iflbourinp  classes  which  followed,  the  '  clearing '  away  of  small  yeomen 
to  make  room  for  large  grazing  farms,  wlilch  was  the  grand  economical 
event  of  Enjilish  history  during  Uie  sixlecnth  century. 

I  have  concluded  a  discussion,  which  has  already  occupied  a  space 
almost  dis  pro  portioned  to  the  dimensions  of  this  work  ;  and  I  here  close 
the  examination  of  those  simpler  fonns  of  social  econonny  in  which  the 
produce  of  the  land  cither  belongs  undividedly  to  one  class,  or  is  shared 
only  between  two  classes.  We  onw  proceed  to  the  hypothesis  of  a  three- 
fold division  of  the  produce,  among  labourers,  landlords,  and  capitalists  ; 
and  in  order  to  connect  the  coining  discussions  as  closely  as  possible  with 
those  which  have  now  for  some  time  occupied  us,  1  shall  commence  with 
the  subject  of  Wages. 


CHAPTER  XI. 


teOF  WAGES. 
>ER  (he  head  of  Wages  are  to  be  considered,  first,  the  causes 
mine  or  inrtuence  the  wages  of  labour  generally,  and  secondly, 

theditTcrenccs  that  exist  between  the  wages  of  different  employments,  li 
is  convenient  to  keep  these  two  classes  of  considerations  separate  ;  and 
in  discussing  the  law  of  wages,  to  proceed  in  the  first  instance  as  if  there 
were  no  other  kind  of  labour  than  commoa  unskilled  labour,  of  the 
average  degree  of  hardness  and  disagreeableness. 

Wages,  like  other  things,  may  be  regulated  either  by  competition  or  by 
I  custom  :  hut  the  last  is  not  a  comnwn  case.  A  citstom  on  the  subject,  even 
if  established^  could  rot  easily  maintain  itself  unaltered  in  any  other 
than  a  stationary  state  of  society.  An  increase  or  a  falling  off  in  the 
demand  for  lafjour,  an  increase  or  dimirution  of  the  labouring  population, 
could  hardly  fail  to  engender  a  competition  which  would  break  down  any 
custom  respecting  wages,  by  giving  either  to  one  side  or  to  the  oihcr 
a  .strong  direct  mierest  in  infringing  it.  We  may  at  all  events  speak 
of  the  wages  of  labour  as  determined,  in  ordinary  circumstances,  by  com- 
petition. 

Wages,  then,  depend  upon  the  demand  and  supply  of  labour ;  or  as  it 
is  often  expressed,  on  the  proportion  between  population  and  capital.  By 
population  is  here  meant  the  number  Only  of  the  labouring  class,  or  rather 
of  those  who  work  for  hire  ;  and  by  capital,  only  circulating  capital,  and 
not  even  the  whole  of  that,  hut  the  part  which  is  expended  in  the  direct 
purchase  of  labour.  To  this,  however,  must  be  added  all  fimds  which, 
without  forming  a  part  of  capital,  are  paid  in  exchange  for  labour,  such  as 
the  wages  of  soldiers,  domestic  servants,  and  all  other  unproductive 
labourers.  There  is  unfortunately  no  mode  of  expressing,  by  one  familiar 
tenn,  the  aggregate  of  what  may  be  called  the  wages-fund  of  a  country  : 
and  as  the  wages  of  productive  labour  form  nearly  the  whole  of  that  fund, 
it  is  usual  to  overlook  the  smaller  and  less  important  part,  and  to  say  that 
"wages  depend  on  population  and  capital.  It  will  be  convenient  lo 
"imnloy  ihis  e.xpression,  remembering,  however,  to  consider  it  as  elliptical, 

a  not  as  a  literal  statement  of  the  entire  truth. 

With  these  limitations  of  the  terms,  wages  not  only  depend  upon  the 

lativc  amount  of  capital  and  population,  but    cannot  be  aHected  by 
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anything  else.    Wages  (meAning-,  of  course,  the  general  rale)  cannot  rise, . 
but  by  an  increase  of  the  aggregate  funds  employed  in  hiring  labourers,  or 
a  diniiniilion  in  the  number  of  the  competitors  for  hire  ;  nor  fall,  except 
either  by  a  diminution  of  the  funds  devoted  to  paying  labour,  or  by  oa 
increase  in  the  number  of  labourers  to  be  paid. 

§  2.  There  are,  however,  some  facts  in  app:ircnt  conlradiction  to  this 
doftrine,  which  it  is  incumbent  on  us  to  consider  and  explain. 

For  instance,  it  is  a  common  saying  that  wages  are  high  when  trade  is 
good.  The  demand  for  labour  in  any  particular  employment  is  more 
prt'ssiug,  aud  liigliei-  wages  arc  paid,  when  thei«  is  a  brisk  demand  for  the 
commodiry  produced  j  and  the  contrary  when  there  is  what  is  called 
a  stagnation  :  then  workpeople  are  dismissed,  and  those  who  are  retained 
must  submit  to  a  reduction  of  wages  :  although  in  these  cases  there  is 
neiihcr  raore  nor  less  capital  than  before.  This  is  true  ;  and  is  one  of 
those  complications  in  the  concicte  phenomeiia,  which  obscure  and 
disguise  the  operation  of  general  causes  ;  but  it  is  not  really  inconsistent 
with  the  principles  laid  down.  Capital  whidi  the  owner  does  not  employ 
in  purchasing  labour,  but  keeps  idle  in  his  hajids,  is  the  same  thing  to  the 
labourers,  for  the  time  being,  as  if  it  did  not  exist.  All  capital  is,  from 
the  variations  of  trade,  occasionally  in  this  state.  A  manufacturer,  find- 
ing a  slack  demand  for  his  commodity,  forbears  to  employ  labourers 
in  increasing  a  stock  which  he  finds  it  difticulr  to  dispose  of;  or  if  he 
goes  on  until  all  his  capital  is  locked  up  in  unsold  goods,  then  at  least  ha 
must  of  necessity  jiause  until  he  can  get  paid  for  some  of  them.  But 
no  one  expecis  cither  of  these  states  to  be  permanent :  if  he  ditl, 
he  would  at  the  first  opportunity  remove  his  capil.il  to  some  other 
occiipalion,  in  whichitwould  still  continue  to  employ  labour.  Tito  capital 
remain?  ui^employcd  for  a  time,  during  which  the  labour  market  is  over- 
stocked, and  wa^;cs  fall.  Afterwards  tlic  demand  revives,  and  perhaps 
becomes  unusually  brisk,  enabling  the  manufacturer  to  sell  his  commodity- 
even  faster  than  he  can  produce  it :  his  whole  cajiital  is  then  brought  into 
compleie  eOTciency,  and  if  he  is  able,  he  borrows  capital  in  addition, 
twhica  would  otherwise  have  gone  into  some  other  employment.  At  stirh 
I  times  wages,  in  his  particular  occupation,  rise.  If  wc  suppose,  what 
in  strictness  is  not  absolutely  impossible,  that  one  of  ihese  fits  of  briskness 
or  of  stagnation,  should  aficct  all  occupations  at  the  same  time,  wages 
altogether  might  undergo  a  rise  or  a  fail.  These,  however,  arc  but 
temporary  flitctuatinns :  the  capital  now  lying  idle  will  next  year  lie 
in  active  employment,  tliat  which  is  this  year  unable  to  keep  up  with 
the  demand  will  in  its  turn  be  locked  up  in  crowded  warehouses  ;  and  wages 
in  these  several  departments  will  ebb  and  (low  accordingly  ;  but  nothing 
can  permanently  alter  general  wages,  except  either  an  increase  or  a 
diminution  of  capital  itself  (always  meaning  by  die  term,  the  funds  ot 
all  sorts,  destined  for  the  payment  of  laboutj  compared  with  the  quantity 
of  labour  olTering  itself  lt>  be  hired. 

Again,  it  is  another  common  notion,  that  high  prices  make  high 
wages  ;  because  the  producers  and  dealers,  being  better  ofT,  can  afibrd  to 
pay  more  to  their  labourers.  1  have  already  said  that  a  brisk  demand, 
which  causes  temporary  high  prices,  causes  also  temporary  high  wages. 
But  high  prices,  in  themselves,  can  only  raise  wages  if  the  dealers, 
receiving  more,  arc  induced  to  save  more^  and  make  an  addition  to  their 
capiUih  or  at  least  to  their  purchases  of  labour.  This  is  indeed  likely 
£no.%'/i  to  be  the  case  ;  and  if  ihc  higb  pncts  came  4uecx  \x-to\  Vt^^«^^<sl 
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en  from  abroad,  the  labouring  class  might  be  benefited,  not  by  the  high 
rices  themselves,  but  by  the  increase  of  capital  occasioned  by  them.  The 
laine  effect,  however,  is  often  attributed  to  hiyh  price  which  is  the  result  of 

triciive  laws,  or  which  is  in  some  way  or  other  to  be  paid  by  the 

imaining  members  of  the  community  ;  they  hflviny  no  greater  menus  than 
^ifore  to  pay  it  with.  High  prices  of  this  sort,  if  they  benefit  one  class  of 
labourers,  can  only  do  so  at  the  expense  of  others  ;  since  if  the  dealers  by 
jcc'civing  high  prices  are  enabled  to  make  greater  savings,  or  otherwise 
■increase  their  [jurthases  of  labour,  all  other  people  by  paying  those  high 
priceshavc  ihtir  means  of  saving,  or  of  purchasing  labour,  reduced  in  an 
equal  decree  ;  and  it  is  a  matter  of  accident  whether  th«  one  alteration  or 
the  other  will  have  the  greatest  effect  on  the  labour  market.  Wages  will 
probably  be  temporarily  higher  in  the  empLoyment  in  which  prices  have 
risen,  and  somewhat  lower  in  other  employments  :  in  which  case,  while 
the  firat  half  of  the  phcnomenan  excites  notice,  the  other  is  generally 
overlooketl,  or  if  observed,  is  not  ascribed  to  the  cause  which  really 
"  rroduced  it.  Nor  will  the  partial  rise  of  wages  last  long  :  for  though  the 
.ealcrs  in  Uiat  one  employment  gain  more,  iL  docs  rot  followthat  there  ii 

lom  to  employ  a  greater  amount  of  savings  in  their  own  business  :  their 
Increasing  capital  wili  probably  flow  over  into  other  employments,  and 
'  ere  counterbalance  the  diminution  previously  made  in  the  demand  for 
labour  by  the  diminished  savings  of  other  classes. 

Another  opinion  often  maintained  is^  that  M'agcs  (meaning  of  course 

oney  wages)  vary  with  the  price  of  food  ;  using  when  it  rises,  and 
lulling  when  it  falls.  This  opinion  is,  I  conceive,  only  partially  true  ;  and 
In  so  far  as  true,  in  no  way  affects  the  dependence  of  wages  on  the  pro- 

rtion  between  capital  and  labour ;  since  the  price  of  food,  when  it 
.ffects  wages  at  all,  aflfccts  (hem  through  that  law.  Dear  or  cheap  food 
;auscd  by  variety  of  seasons  does  not  affect  wages  (unless  they  are  arli- 

ally  adjusted  to  it  by  law  or  charity} :  or  rather,  it  has  some  tendency 
to  aficct  tliem  in  the  conlrarj'  way  to  that  supposed  ;  since  in  times  of 
scarcity  people  generally  work  harder,  and  lower  the  labour  matltet 
against   themselves.     But  dcarness   or  cheapness   of  food,    when   of  a 

rmanent  character,  and  capable  of  being  calculated  on  beforehand,  may 

"ect  wages.  In  the  first  plice,  if  the  labourers  have,  as  is  often  the  Ciise, 
0  mote  than  enough  to  keep  them  in  working  condition  and  enable  them 
barely  to  support  the  ordinary  number  of  children,  it  follows  that  if  food 
grows  permanently  dearer  without  a  rise  of  wages,  a  greater  number  of 
the  cliiidren  will  prematurely  die ;  and  thus  wages  will  ultimately  be 
higher,  but  only  because  the  number  of  people  will  be  smaller,  than  if 
food  had  reiTiained  cheap.  Bnt,  secondly,  even  though  wages  were  hi^h 
enough  to  admit  of  food  becoming  more  costly  without  depriving  the 
labourers  and  their  families  of  necessaries  ;  though  they  could  bear, 
physically  speaking,  to  be  worse  ofl*,  perhaps  they  would  not  consent  to 
ve  so.  They  nuiy  nave  habits  of  comfort  which  are  to  them  as  necessaries, 
and  sooner  than  forego  which,  they  would  put  an  additional  restraint  on 
their  power  of  multiplication  ;  so  that  wages  would  rise,  not  by  increase 
of  deaths,  but  by  diminution  of  births.  In  these  cases,  therefore,  wages 
do  adapt  themselves  to  the  price  of  food,  though  after  an  interval  of 
nlraost  a  gcncralioa.  Mr.  Ricardo  considers  these  two  cases  to  compre- 
hend all  cases.  He  assumes,  that  there  is  everywhere  a  Tn\wm\TO\  TTi.vt  ^i't 
wages  ;  either  the  hwest  with  ivhich  it  is  pHysica\\7  noss\\)\ft  \o  Vtt^i  ■vx^ 
^ '-i^jj^  Qj.  ^e  lowest  with  which  the  pcop\e  wvW  cVvcwivi  va  ^«> «». 
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To  this  mmimum  he  .issunies  thai  the  general  rate  of  wages  always  tends ; 
that  they  can  never  be  lower,  beyond  the  length  of  time  required  for  a 
diminished  rate  of  increase  to  make  itself  felt,  and  can  never  long  continue 
higher.  This  assumption  contains  sufhcient  truth  to  render  it  admissible 
for  the  purposes  of  abstract  science  ;  and  the  conclusion  which  Mr. 
Ricardo  draws  from  it,  namely,  that  wages  in  the  lung  run  rise  and  fall 
with  the  permanent  price  of  food,  is,  like  almost  all  his  conclusions,  true 
hypothetical  I  y,  that  is,  granting  the  suppositions  from  which  he  sets  out. 
Dui  in  the  applicition  to  practice,  it  is  necessary  to  consider  that  the 
minimum  of  which  he  speaks,  especially  when  it  is  not  a  physical,  bol 
what  may  be  termed  a  moral  minimum,  is  itself  liable  to  \'ary.  If  wages 
were  previously  so  high  that  they  could  bear  reduction,  to  which  the 
obstacle  was  a  high  stand-ird  of  comfort  habitual  among  the  labourers,  a 
rise  of  the  price  of  food,  or  any  other  disadvantageous  change  in  their 
circumstances,  may  operate  in  two  ways  :  it  may  correct  itself  by  a  rise  of 
wages,  brought  about  through  a  gradual  effea  on  the  prudential  check  to 
population  ;  or  it  may  permanently  lower  the  standard  of  living  of  the 
class,  in  case  their  previous  habits  in  respect  of  population  prove  stronger 
than  their  previous  habits  in  respect  of  comfort.  In  that  case  the  injury 
done  to  ,ihem  will  be  permanent,  and  their  deteriorated  condition  will 
become  a  new  minimum,  lending  to  perpetuate  itself  as  the  more  ample 
minimum  did  before.  It  is  to  be  feared  that  of  the  two  modes  in  which 
the  cause  may  operate,  the  last  is  the  most  frequent,  or  at  all  events 
sufficiently  so  to  render  all  propositions  ascribing  a  self-repairing  quality 
to  the  calamities  which  befall  the  labouring  classes  practically  of  no 
validity.  There  is  considerable  evidence  that  the  circumstances  of  the 
agricultural  labourers  in  England  have  more  than  once  in  our  history 
sustained  great  peitnanent  deterioration,  from  causes  which  operated  by 
diminishing  the  demand  for  labour,  and  which,  if  population  had  exercised 
its  power  of  self  adjustment  in  obedience  to  the  previous  standard  of 
comfort,  could  only  have  had  a  temporary  effect :  but  unhappily  the 
poverty  in  which  the  class  was  plunged  during  a  long  series  of  years 
brought  that  previous  standard  into  disuse;  and  the  next  generation, 
growmg  up  without  having  possessed  those  pristine  comforts,  multiplied 
in  turn  without  any  attempt  to  retrieve  them.* 

The  converse  ciise  occurs  when,  by  improvements  in  agriculture,  the 
repeal  of  corn  laws,  or  other  such  causes,  the  necessaries  of  the  labourer 
are  cheapened,  and  he  is  enabled,  with  the  same  wages,  to  command 
greater  coinforts  than  before.  Wages  will  not  fall  immediately  ;  it  is 
even  possible  that  they  may  rise  ;  but  they  will  fall  at  last,  so  as  to  leave 
the  labourers  no  better  on  than  before,  unless  during  this  interval  of 
prosperity  the  standard  of  comfort  regarded  as  indispensable  by  the  class, 
13  permanently  raised.  Unfortunately  this  salutary  effect  is  by  no  means 
to  be  counted  upon  :  it  is  a  much  more  difficult  thing  to  raise,  than  to 
lower,  the  sciile  of  living  which  the  labourers  will  consider  as  ntore  indis- 
pensable lh.an  marr>'ing  and  having  a  famil>^.  If  they  content  themselves 
with  enjoying  the  greater  comfort  while  it  lasts,  but  do  not  Icain  to 
require  it,  they  will  people  down  to  their  old  scale  of  living.  If  from 
poverty  their  children  had  previously  been  insuRicienUyfed  or  improperly 
nursed,  a  grerler  number  will  now  be  reared,  and  the  compctilion  of 
these,  when  they  grow  up,  will  depress  wages,  probably  in  full  proportion 

*  Sec  the  hixt<^rica1  sketch  of  the  condition  of  the  English  peasantry,  prepared 
Uwa  the  beat  authoiitici  by  Mr.  Thornton,  in  his  work  on  Oo^-Pe^aiiim, 
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I  check  which  this  system  seems  to  offer,  over  and  above  those  held 
oat  even  by  the  proprietary  system  ;  there  is  n  landlord,  who  may  exert  a 
controlling  power,  by  refusing  his  consent  to  a.  subdivision.  1  do  not, 
however,  atl<ich  great  importance  to  this  check,  because  Uie  farm  may  be 
loaded  with  superfiuuus  hand's  without  beinj;  subdivided  ;  and  because, 
so  long  as  the  increttse  of  htinds  increases  the  gross  produce,  which  is 
almost  always  the  case,  the  landlord,  who  receives  lialf  the  prnduce,  is  an 
immediate  gainer,  the  inconvenience  faUiug  only  on  (he  labourers.  "ITie 
landlord  is  no  doubt  liable  in  the  end  to  suffer  from  their  poverty,  by 
being  forced  to  make  advances  to  them,  especially  in  bad  seasons  ;  and  a 
foresight  of  this  ultimate  inconvenience  may  operate  beneficially  on. such. 
landlords  as  prefer  future  security  to  present  profit. 

The  characteristic  disadvantage  of  the  metayer  systcjn  is  very  fairly 
stated  by  Adam  Smith.  After  pointing  out  that  metayers  'have  a  plain 
interesi  that  the  whole  produce  should  be  as  great  as  possible,  in  order 
that  their  own  proportion  may  be  so,^  he  continues,*  'it  could  never, 
however,  be  the  interest  of  this  species  of  cultivators  to  lay  out,  in  the 
further  improvement  of  the  land,  any  pari  of  the  little  stock  which  they 
jniyht  save  from  ibelr  own  share  of  the  produce,  because  the  lord,  who 
laid  out  nothing:,  was  to  get  one-half  of  whatever  it  produced,  The  tithe, 
■which  is  but  a  tenth  of  the  produce,  is  found  to  be  a  very  great 
hindrance  to  improvement  A  tax,  therefore,  which  amounted  to  one- 
half,  must  have  been  an  ctl'ectual  bar  to  it.  It  miyht  be  the  interest  of  a 
roelayer  to  make  the  land  produce  as  much  as  could  be  brought  out  of  it 
by  means  of  the  stock  furnished  by  the  proprietor  ;  but  it  could  never  be 
his  interest  to  mi.>:  any  pan  of  his  own  witli  it.  In  France,  where  five 
parts  out  of  six  of  the  whole  kingdom  are  said  to  he  still  occupied  by 
this  species  of  cultivators,  the  proprietors  complain  that  their  metayers 

■  lake  every  opportunity  of  employing  the  mastei^s  cattle  rather  in  carriage 
than  in  cultivation  ;  because  in  the  one  case  they  get  the  whole  profits  to 
themselves,  in  the  other  they  share  them  with  their  landlord.' 

It  is  indeed  implied  in  the  very  nature  of  the  tenure,  that  all  improve- 
ments which  require  expenditure  of  capital  niusl  be  made  with  the  capital 
of  the  l.indlord.  This,  however,  is  essentially  the  case  even  in  Hngiand, 
whenever  the  farmers  are  tenams-ai-will  :  or  ^if  Artiiiir  Young  is  right) 

■  even  on  a  '  nine  years'  lease.'  If  the  landlord  is  witling  to  provide  capital 
for  improvements,  the  metayer  has  the  strongest  interest  in  promoting 
them,  since  half  the  benefit  of  them  will  accrue  to  himself.  As,  however, 
the  perpetuity  of  tenure  which,  in  the^case  which  we  are  discussing^,  he 

Celle  prevoyatice  qui  retartlc  les  morifiges  a  sar  elle  peu  d'empire,  parcc  que  les 

niauK  qui  rffsuUeo:  dc  I'excca  de  corcurrcnce  ne  lui  apparaisseat  que  trcs-confu&^- 

raent,  et  dans  an  lointain  en  apparency  peu  redoutabli;.    T'est  done  la  circonstancc 

la  plus  favDiable  pour  un  pays  d'etre  organist  de  taanicrc  ^  cxclure  le  salsjjat. 

Hans  Ici  pays  de  nirflairies,  les  mariaECs  soni  delcnninds  piincipalement  paries 

bcsoins  de  la  culture  ;  ils  se  niulliplii.-nl   qaand,   par   quclqiie  circonstance,  les 

ntotairics  offrctit  des  vides  mii^ililes  aux   travaux ;    ils  sc  lalcnti&Knt  quand  les 

places  soDt  remplies.     Ici,  un  cc:it  de  chos€S  Facile  d  constaler,  savoir,  lu  rapport 

icntrel'tilenduedu  daraaineet  lentimbre  desbias,  opirecomme  la  prcvoyance  el  phis 

iBilrcinent  qu'elle.     Aussi  voyons-nous  que  eI  aucune  circonstance  n'mlcruient  puur 

I  ouvhr  des  difbouchcs  k  une  population  surDUineraire,  ellc  di^meure  stationnoarc. 

Masdep2rteinentsin(;tidii:inaux  en  sontla  prcuve.' — Cumid^nitiQilssurle  Metayage, 

Jotirfxal iks  EanomisUs  for  I'tbruary  1846. 

/('(aZ/A  ^Ati/ww,  book  iii.  ch.  3, 
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Of  the  valley  of  the  Anio,  in  its  whole  cxieot,  both  above  and  bclmr 
Florence,  the  same  writer  thus  speaks  :*  '  Forests  of  o'ave-t(e»  covered 
the  lower  pans  of  ihe  mountains,  and  by  their  foliage  concealed  an 
infinite  numl>er  of  small  farms,  n-hich  peopled  these  parts  of  the  moun- 
tains i  chestnu [-trees  raised  their  heads  on  the  higher  slopes,  their  healthy 
verdure  cootrastinj^  with  the  pale  tint  of  the  olive-trees,  and  spreading  a 
brightness  over  this  amphitheatre.  The  road  was  bordered  on  each  side 
with  village- houses,  not  more  than  a  hundred  paces  from  each  other,  .  .  . 
They  are  placed  at  a  httle  distance  from  the  road,  and  separated  from  it 
by  a  wall,  and  a  terrace  of  some  feel  in  extent.  On  the  wall  are  commonly 
placed  many  vases  of  antique  forms,  in  which  flowers,  aloes,  and  young* 
orange-trees  are  growing.  The  house  itself  is  completely  covered  mih 
vines.  .  .  .  Before  these  houses  we  saw  groups  of  peasant  fimales  dressed 
in  while  linen,  silk  corsets,  and  straw-hats  ornamented  with  llovvers.  .  .  . 
These  houses  being  so  near  each  other,  it  is  evident  that  the  land  annexed 
to  them  must  be  small,  and  that  property,  in  these  valleys,  must  be  very 
much  divided  :  the  extent  of  these  domains  being  from  three  to  ten  acres. 
The  land  hes  round  the  bouses,  and  is  divided  into  fields  by  small  canals, 
or  rows  of  trees,  some  of  which  are  mulberry -trees,  but  the  greatest 
number  poplars,  the  leaves  of  which  are  eaten  by  the  cattle.  Each  tree 
supports  a  vine.  .  .  .  These  divisions,  arrayed  in  oblong  squares,  are 
large  enough  to  be  cultivated  by  a  plough  without  wheels,  and  a  pair  of 
oxen.  There  is  a  pair  of  them  between  ten  or  twelve  of  the  larmcrs  ; 
they  employ  them  successively  in  the  cultivation  of  all  the  farms.  .  .  . 
Almost  every  farm  maintains  a  well-looking  horse,  which  goes  In  a  small 
two-wheeled  cart,  neatly  made,  and  paint«i  red  ;  they  serve  for  all  the 
purposes  of  draught  for  the  farm,  and  also  to  convey  the  fiirmer's  daughters 
to  mass  and  to  haM%.  Thus,  on  holidays,  hundreds  of  these  little  carts 
are  seen  fiying  in  all  directions,  carr)*ing  the  young  women,  decorated 
with  flowers  and  ribbons.' 

This  is  not  a  picture  of  poverty  ;  and  so  far  as  agriculture  is  concerned, 
it  effectijally  redeems  metayer  cultivation,  as  existing  in  these  countries, 
from  the  reproaches  of  English  writers  ;  but  with  respect  to  the  condition 
of  the  cultivators,  ChSteauvicux's  testimony  is,  iu  some  points,  not  so 
favourable.  '  It  isf  neither  the  natural  fertility  of  the  soil,  nor  the 
abundance  which  strikes  tlie  eye  of  the  traveller,  which  constitute  the 
well-being  of  its  inhabitants.  It  is  the  number  of  individuals  among 
whom  the  total  produce  is  divided,  which  fixes  the  portion  that  each  is 
enabled  to  enjoy.  Here  it  is  very  snvill.  1  have  thus  far,  indeed,  exhibited 
a  delightful  country,  well  watered,  fertile,  and  covered  with  a  perpetual 
vegetation  ;  1  have  shown  it  divided  into  countless  inclosurcs,  which,  like 
so  many  beds  in  a  garden,  display  a  thousand  var>-ing  productions  ;  ) 
ihavc  shown,  ihat  to  all  these  inclosures  are  attached  well-built  houses, 
ijLlothcd  with  vines,  and  decorated  with  ilowers  ;  but,  on  entering  them,  we 
find  .1  total  want  of  all  the  conveniences  of  life,  a  table  more  than  frugal, 
ind  a  general  appearance  of  privation,"  Is  not  ChAteauvieux  here  un- 
consciously contrasting  the  condition  of  the  metayers  with  that  of  the 
farmers  of  other  countries,  when  the  proper  standard  with  whirh  to 
compare  it  js  that  of  the  agricultural  day-labourers? 

Arthur  Young  says,t  *  I  was  assured  that  these  metayers  are  (especially 
icar  Florence)  much  at  their  ease  ;  that  on  holidays  they  arc  dressed 
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fcmarltaUy  well,  and  not  witliout  objects  of  luxury,  as  silver,  gold,  and 
silk ;  and  live  well,  on  plenty  of  bread,  wine,  and  legumes.  In  some 
instances  tliis  may  pos5ibIy  be  llie  case,  but  ihe  general  fact  is  contrary. 
It  is  absurd  to  tliink  that  meiayers,  upon  such  a  farm  as  is  cahivaled  by  a 
pair  of  oxen,  can  live  at  their  ease  ;  and  a  clear  proof  of  their  poverty  is 
this,  that  the  landlord,  who  provides  half  the  live  stock,  is  often  obliged  to 
lend  the  peasant  money  to  procure  his  half.  ....  The  metayers,  not  in 
tlie  vicinity  of  the  city,  are  so  poor,  that  landlords  even  lend  them  corn  to 
eat ;  their  food  is  black  bread,  made  of  a  mixture  with  vetches ;  and 

eir  drink  is  very  little  nHne,  mixed  with  water,  and  called  aquarolU; 

eat  on  Sundays  only  ;  their  dress  very  ordinary.'  Mr.  Jones  admits  iho 
iiperior  comfort  of  the  metayers  near  Florence,  and  attributes  it  partly  to 
'straw-platting',  by  which  the  women  of  the  peasantry  can  cam,  according 
Ito  Chatcauvieux,*  from  fifteen  to  twenty  pence  a-day.  But  even  this 
fact  tells  in  favour  of  the  metayer  system  ;  for  in  those  parts  of  England 
in  which  either  straw-platting  or  lace-making  is  carried  on  by  the  women 
andcltildrenof  theIabouringclass,a5in  Bedfordshireand  liuckmghamshire, 
the  condition  of  the  class  is  not  better,  but  rnther  worse  than  elsewhere, 
the  wages  of  agricultural  labour  being  depressed  by  a  full  equivalent. 

In  spite  of  ChSleauvieux's  statement  respecting  the  poverty  of  the 
ictayers,  his  Opinion,  in  respect  to  Italy  at  least,  is  given  in  favour  of  the 
ysteni.  *  It  occupies^  and  constantly  interests  the  proprietors,  which  is 
■never  the  case  with  great  proprietors  who  lease  their  estates  at  fixed  rents. 
It  establishes  a  cnmnumity  of  interests,  and  relations  of  kindness  between 
the  proprietors  and  the  metayers ;  a  kindness  which  1  have  often 
witnessed,  and  from  which  result  great  advantages  in  the  moral  condition 
of  society.  The  proprietor,  under  this  system,  always  interested  in  the 
success  of  the  crop,  never  refuses  to  make  an  advance  upon  it,  which  the 
land  promises  to  repay  with  interest.  It  is  by  these  advances,  and  by  the 
hope  thus  inspired,  that  the  rich  proprietors  of  land  have  gradually  per- 
fected the  whole  rural  economy  of  Italy.  It  is  to  them  that  it  owes  the 
numerous  systems  of  irrigation  which  water  its  soil,  as  also  the  establish- 
ment of  the  terrace  culture  on  the  hills  :  gradual  hut  permanent  improve- 
ments, which  common  peasants,  for  want  of  means,  could  never  have 
effected^  and  which  could  never  have  been  accomplislied  by  the  farmers, 
nor  by  the  great  proprietors  who  let  their  estates  at  fixed  rents,  because 
theyarc  notsufRcienilyiiiteiesled,  Thus  (he  imeresled  system  fonnsof  itself 
that  alliance  between  the  rich  proprietor,  whose  means  provide  for  the 
improvement  of  the  cuiiLire,  and  the  metayer,  whose  care  and  labours  are 
directed,  by  a  common  interest,  to  make  the  most  of  these  advances,' 

Cut  the  testimony  most  favourable  to  the  system  is  that  of  Sismondi, 
which  has  the  advantajje  of  being  speuific,  and  frDci  accurate  knowledge  ; 
his  information  being  not  that  of  a  traveller,  but  of  a  resident  proprietor, 
intimately  acquainted  with  rural  life.  His  statements  apply  to  Tuscany 
generally,  and  more  particularly  to  the  Val  dt  NJevole,  in  which  his  own 
property  lay,  and  which  is  not  within  the  supposed  privileged  circle 
immediately  round  Florence.  It  is  one  of  the  districts  m  which  the  size 
<rf  farms  appeai-s  to  be  the  smallest.  The  following  is  his  description  of 
the  dwellings  and  mode  of  life  of  the  metayers  of  that  district.^ 

•Cette  maison,  bltie  en  bonnes  muraillcs  h,  chaux  et  ^  ciiiient,  a  tott- 

•  Letters  from  Italy,  p.  75.  f  Ibid.  pp.  295-6. 

;  From  hib  Sixth  Essay,  foiaicrly  referred  to, 
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peu,  il  touche  peu  d'argent,  ma'is  pcrsonnc  ne  lui  en  tlemancte.  On  a 
wuvcnt  parlii  du  caract^re  doux  et  bicnvcillant  dca  Toscans,  mnis  on 
n'a  point  ass«  rcmarqu^  la  cause  qui  a  le  plus  contributf  h  pr^^cn-crccttc 
douceur  :  c'est  celle  qui  a  sousir.Vit  tous  les  agriculteurs,  form.int  plus  dcs 
trois  quans  de  la  population,  k  prcsque  tmite  occasion  de  qucrclle.'  The 
fixity  of  tenure  which  the.  metayer,  so  long  as  he  fiilfils  his  Known  obliga- 
tions, possesses  by  usage,  although  not  by  law,  gives  him  the  local  attach- 
ments,  and  almost  the  strong  sense  of  persona!  interest,  characteristic  of 
a  proprietor.  *Le  niiJtayer  vil  sur  sa  mt'tairic  comme  sur  son  hi^ritage, 
I'aimaiit  d'a/fection,  iravaillant  i  Li  bonifier  sans  cessc.  sc  confiant  dans 
I'avenir,  el  coniptant  bien  que  ses  champs  seront  lra\ailli5s  apris  lui  par 
ses  enrans  et  Ics  enfans  de  ses  enfans.  En  effct,  le  plus  grand  nombi^ 
des  metayers  vivent  de  gtfntfraiion  en  gfJniJration  sur  la  nicmc  tcrre  ;  its  la 
connaisscnt  en  d<5tail  avcc  uoe  pr(!ctsion  que  le  senlimeni  seul  de  la 
propridtc  peut  donncr.  .  .  .  Lei  champs  i^lcvils  en  terras_,cs  Ics  uns 
au-dcssus  des  autres  n'ont  s>iuvent  pas  plus  de  quatrc  pieds  de  largeur, 
mais  il  n'y  en  a  pas  un  dont  le  m(?tayer  n'ait  tftuditf  en  ^uclque  sorte  le 
caractcre.  Celui-ci  est  sec,  celui-!i  froid  et  humide  ;  ici  la  tcrre  est 
profonde,  U  ce  n'est  qu'une  croiite  qui  cou\Te  h  peine  le  roc  ;  le  froment 
prosp£re  mieux  sur  Tun,  le  seigle  sur  I'autre  ;  ici  ce  serait  peine  perdue  de 
icmer  du  blii  de  Turquie,  ailleurs  la  terre  se  refuse  aux  fcves  et  aux  lupins, 
plus  loin  le  lin  vicndra  h  merveille,  et  le  bord  de  cc  ruisscau  sera  propre 
an  chanvre  ;  ainai  Ton  apprend  du  in<?layer,  avec  ^tonncmcnt,  que  dans 
une  cspace  de  dix  arpens,  le  sol,  les  aspects,  ct  rinclinaison  du  terrain, 
prt^sentent  plus  de  vari^t^  qu'un  riche  fennier  n'en  5«it  en  g^n^ral  dis- 
tinguer  dans  unc  femie  dc  cinq  cents  acres  d'^tendue.  C'esl  que  le 
dernier  sent  qu'll  n'esi  Ih  que  de  passage,  que  de  plus  il  doit  se  conduire 
par  des  r^des  g^n^rales,  et  negliger  les  dt^tails.  Mais  ie  mtftftycr,  avec 
('experience  du  pass^  a  senti  son  intelligence  6'eill^e  par  ]'int<?rct  et 
i'aRcction  pour  devenir  le  mcilleur  des  observateurs,  et  avcc  tout  Tavenir 
devant  lui,  il  ne  s^ngc  pas  J»  lui  soulcnient,  mais  h  ses  enfans  et  i  ses 
petit  enfans.  Aussi  lorsqu'il  planic  roHvicr,  arbrc  s<Jculaire,  et  quil  intfnagc 
au  fond  du  creux  qu'il  fait  pour  lui  un  ^coulement  aux  caux  qui  pourraient 
lui  tiuire,  il  ^ludie  totiies  les  couches  de  terrain  qu'il  est  appcW  i 
d^oncer.'* 

§  4.  I  do  not  offer  these  quotations  as  cr-idence  of  the  intrinsic  excel- 
lence of  the  metayer  system  ;  but  they  surcEy  suffice  to  prove  that  neither 

*  Of  the  intclligciicc  of  Ihis  most  intcrt-siing  people,  M.  dc  Sisinondi  speaks  in 
the  nWMrt  favouroUc  tcmis.  Few  of  them  can  read  ;  but  there  is  often  oti«  member 
of  the  family  ilcstiiidl  fur  llm  jincslhoiKl,  wlm  ti-inis  to  them  on  winter  evening). 
Their  bnguagc  lYiKcn  little  from  the  ptrc-it  Italian,  The  taste  for  improvisation  in 
verse  is  general.  *  J.es  ijays-ias  du  val  de  Nicvole  frt'mii'iitent  Ic  spectacle  les  jonrs 
dc  file,  en  iii,  cle  rcuf  n.  onzc  hcurcs  du  soir :  Icut  aumi-'><>ion  ne  leur  coflie  gn^K 

3  lie  cinq  sols  je  France.  Alficri  est  leur  auleiir  dc  pr^-d  Elect  ion  ;  toule  rhistoire 
a  Alrides  est  faTniliirc  a  ccs  Iiommrs  qui  ne  Mvent  pas  liic,  et  qni  vont  dccnander 
ikce  pottc  austiic  un  dclasscmcnt  dc  letirs  rudcs  travanx.'  Untikc  most  rusiks, 
Ihcy  iind  pleavurc  in  the  lienuly  of  their  country.  *  I>ar,<t  lex  rullines  du  val  de 
Nicvole  on  trouve  dev.inl  cliaiue  maison,  Vaitc  poiir  battrc  Ic  ble,  qui  a  ratenicnt 
plus  cle  vingt-cint]  a  IrciUc  CoUl-s  carci^,  c'est  le  plas  souvcnl  le  seul  esjuace  Ue 
niveau  qu'on  rencontre  Jnns  ttjLtle  In  nieiiiLrie.  Kn  nivmc  Irmps  c'csl  unc  tcrmsse 
qui  dominc  Ics  plaincs  ct  la  valk'e,  et  d'oii  la  vue  s'dend  sur  un  pays  ravtssanL 
Prcsque  jamais  je  ne  m*y  suLt  airfilc  pour  I'admirer,  sans  que  le  nictaycr  swt  vcntt 
jouir  dc  nion  admiialion,  ct  m'iiuliqucr  du  doigt  ics  lieaul^  qu'il  croyait  pouvoir 
m'avoii  ^linpp^* 


•land  miserably  cultivated' nor  a  people  in 'the  most  abject  poverty,' 
have  any  necessary  connexion  with  it,  and  that  the  unmeasured 
vitupcniliDn  lavistjcd  upon  the  system  by  English  writers,  is  grounded 
on  an  extremely  narrow  view  of  the  subject.  I  look  upon  the  niral 
economy  of  Italy  as  stn^ply  so  niuch  additional  evidence  in  favour  of  small 
occupations  with  perpetuity  of  tenure.  It  is  an  exaniple  of  what  can  be 
accomplished  by  those  two  elements,  even  under  the  disadvantage  of  the 
peculiar  nature  of  the  mciaycr  contract,  in  which  the  motives  to  exertion 
on  the  part  of  the  tenant  arc  only  half  as  strong  as  if  lie  farmed  the  land 
on  the  same  footinj'  of  perpetuity  at  a  money -rent,  cither  fixed,  or  varying 
according  to  some  rule  which  would  leave  to  the  tenant  the  whole  benefit 
of  his  Own  exertions.  The  metayer  tenure  is  not  one  which  we  should  be 
anxious  to  introduce  where  the  exigencies  of  society  had  not  naturally 
given  birth  to  it  ;  but  neither  ought  we  to  be  eager  to  abolish  it,  on  a 
mere  (J^n'pn' view  of  its  disadvantages.  If  the  3>5tem  In  Tuscany  works 
as  well  m  practice  as  it  is  represented  to  do,  with  every  appearance  of 
minute  knowledge,  by  so  competent  an  authority  as  Sismondi  ;  if  the 
mode  of  living  of  the  people,  and  the  she  of  farms,  have  for  ages 
maintained  and  still  maintain  themselves*  such  as  they  arc  said  to  be  by 
him,  it  were  to  be  regretted  that  a  state  of  rural  well-being  so  much 
beyond  what  is  rcaliicd  in  most  European  countries,  should  be  put  to 
hazard  by  an  attempt  to  introduce,  under  the  guise  of  agricultural  improve- 
ment, a  system  of  money-rents  and  capitalist  farmers.  Even  where  the 
metayers  are  poor,  and  the  subdivision  great,,  it  is  not  to  be  assumed  as  of 
course,  that  the  change  would  be  for  the  better.  The  enlargement  of 
farms,  and  the  introduction  of  what  arc  called  agricultuial  improvements, 
usually  diminish  the  number  of  labourers  employed  on  the  land  ;  and 
unless  the  growth  of  capital  in  trade  and  manufactures  affords  an  opening 
for  the  displaced  population,  or  unless  there  are  reclaimable  wastes 
on  which  they  can  be  located,  competition  will  so  reduce  wages, 
that  they  will  probably  be  worse  off  as  day-labourers  than  they  were 
as  metayers. 

Mr.  Jones  very  properly  objects  against  the  French  Economists  of  the 
last  century,  that  in  pursuing  their  favourite  object  of  introducing  money- 
rents,  they  turned  their  minds  solely  to  putting  farmers  in  the  place  of 
metayers,  instead  of  transforming  the  existing  metayers  into  fanners ; 
which,  as  he  justly  remarks,  can  scarcely  be  efTcctcdj  unless,  to  enable  the 
metayers  to  save  and  become  owners  of  stock,  the  proprietors  submit  for 
a  considerable  time  to  a  ditninutiou  of  income,  instead  of  expecting  an 
increase  of  it,  which  has  generally  been  their  imtnediatc  motive  for 
making  the  attempt.  If  this  tiansfoi-mation  were  effected,  and  no  other 
change  made  in  the  metayers  condition  ;  if,  preserving  all  Ihc  other 
rights  whicli  usage  ensures  to  him,  lie  merely  got  rid  of  the  landlord's 
claim  to  half  the  produce,  paying  in  lieu  of  it  a  moderate  fixed  tent  ;  he 
would  be  so  far  in  a  belter  position  than  at  present,  as  the  whole,  instead 

•  '  On  nc  voit  jamais,'  says  .Sismondi,  '  une  famille  de  metayers  proposer  k  son 
mailTe  d«  port^cr  ni  mttnitic,  \  moiiis  que  le  iravail  re  soft  iccllement  supcricur 
k  Bcs  forces,  ct  qu'elle  nc  lenle  la  certitude  de  conscrvcr  Ics  racraes  joulssances  Kur 
on  moindre  espacc  de  terrain.  On  ne  vait  jamais  dans  unc  fatnillc  pKisicmi  lils  se 
maricr  en  mctnc  temps,  ct  foimet  autfint  de  iiicnr.gcs  iiouvcaiix  ;  un  seul  prend  unc 
fcmJiit;  €t  $c  charge  dcs  soins  du  Eienage  ;  aucur  dc  ses  fr^tes  ne  sc  niaric,  h  moins 
que  lui-mt(iie  n'ait  pas  d'riif;ins,  an  que  I'oii  n'olTie  ^  cet  autre  fi^  une  nouvelle 
miUutic.'~/i»ufea»x  fiincifef,  ILv.  hi,  ch.  J. 
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of  only  half  the  fruits  of  any  improvemtnt  he  made,  would  now  belong  to 
himsell" ;  but  even  sa,  the  benefit  would  t:ot  be  without  alloy  ;  for  a 
mcLiyer,  though  not  hiinscif  a  capitalist,  has  a  capitalist  for  his  panner. 
and  has  the  use,  la  Italy  at  least,  of  a  considerable  capital,  as  is  proved 
by  the  excellence  of  the  farm  buildinys  :  and  it  is  not  probable  that  tha 
landowners  would,  any  longer  conscnc  to  pciil  their  moveable  property  on 
the  hazards  of  agricultural  enterprise,  when  assured  of  a  fixed  money 
income  without  it.  Tims  would  the  question  stand,  even  if  the  change 
left  undisturbed  the  metayer's  virtual  tixity  of  tenure,  and  converted  him, 
in  fact,  into  a  peasant  proprietor  at  a  quit  rent.  But  if  we  suppose  hiu» 
converted  into  a  mere  tenant,  displaccable  at  the  landlord's  will,  and 
liable  to  have  his  rent  raiacd  by  cnmpetition  to  any  amount  which  any 
unfortunate  being  insearch  of  subsistence  can  be  found  To  offeror  promise 
for  it ;  he  would  lose  all  the  features  in  his  condition  which  preser\-e  it 
from  being  deteriorated  :  he  would  be  c^st  down  from  his  present  position 
of  a  kind  of  half-proprietor  of  the  land  and  wuuld  sink  into  a  cottier 
tenant. 


* 


CH.\PTER  IX. 
DF  COTTIERS. 

§  I.  Bv  the  general  appellation  of  cottier  tenure  1  shall  designate  all 

eases  without  exception  in  which  the  labourer  makes  his  contract  for  land 
without  the  intcneniian  of  a  capitalist  fanner,  and  in  which  the  conditions 
of  the  contract,  especially  tbe  amount  of  rent,  arc  determined  not  by 
cusLom  but  by  competition.  The  principal  European  example  of  this 
tenure  is  Ireland,  and  it  is  from  that  country  that  the  term  cottier  is 
derived.*  Nearly  the  whole  agricultural  population  of  Ireland  may  be 
said  to  be  cot  tier- tenants ;  except  so  far  as  the  Ulster  tenant-right  con- 
stitutes an  exception.  There  is,  indeed,  a  numerous  cLtss  of  labourers 
who  (we  may  presume  through  the  rcfus.il  cither  of  proprietors  or  of 
tenants  in  possession  to  permit  any  further  sub-division}  have  been 
unable  to  obtain  even  the  smallest  patch  of  land  as  permanent  tenants. 
But,  from  the  deficiency  of  capital,  the  custom  of  paying  wages  in  land  is 
sn  universal,  that  even  those  who  work  as  casual  labourers  for  the  cottiers 
or  for  such  larg:er  farmers  as  arc  found  in  the  roimtry,  are  usually  paid 
not  in  money,  but  by  permission  to  cultivate  for  the  season  a  piece  of 
ground,  which  is  generally  delivered  to  them  by  the  fanner  ready 
manured,  nnd  is  known  by  the  name  of  conacre,  for  this  they  agree  to 
pay  a  money  rent,  often  of  several  pounds  an  acre,  but  no  money  actually 
passes,  the  debt  beiny  woi-ked  out  m  labour,  at  a  money  valuation.f 

*  In  its  original  acceptation,  the  word  '  cottier '  dcsignaics  a  class  of  snb-tcnanl«, 
whii  rent  n  coltnfji;  ami  an  acre  nr  twii  of  laiul  ftatn  the  :^mill  farniers,  But  the 
u^agt:  oTwrherij  hiis  long  since  stretched  the  term  to  include  those  small  farmers 
tticQ^ selves,  and  generally  all  peasant  farmers  whose  xenis  aic  ileLeniiined  by  com* 
peiiliiin. 

+  It  should  lie  borne  in  mind,  that  this  chapter  and  the  next  following  were 
written  8t  a  time  when  the  great  chnngc  in  the  ngiicidiiiral  ccunomy  of  Ireland, 
which  must  neccssririly  ariac  from  the  ji>iiit  operstion  of  the  potato  fr.iliirc  and  the 
poor  law  of  1S47,  had  not  yet  begun  to  take  efTect.  The  fbim  which  the  iiuhisltial 
.^)■stcm  of  Iielnrid  is  IcuJing  to  assume,  remain?  slill  in  such  Uncertainty,  that  no 
siH't:uIadonj  fircitincled  on  it  car  at  present  be  hazarded  with  any  prospect  0/ 
"  ivanlinje,    Tiie  ebapicrs,  ihcccfore,  are  left  as  they  urigioally  flowl. 


The  produce,  on  the  cottier  system,  being  divided  into  two  portions, 
rent,  aiid  the  remuneration  of  tlic  labourer,  the  one  is  evidently  deter- 
jninrd  by  the  other.  The  labourer  has  whatever  the  landlord  does  not 
take  :  the  condition  of  the  labourer  depends  en  the  amount  of  rent.  Hut 
rent,  being  regulated  by  competition,  depends  upon  the  relation  between 
the  demand  for  land,  and  the  supply  uf  it.  The  demand  for  land  depends 
on  the  number  uf  annijeiiturs,  and  the  competitors  are  the  whole  nmil 
populatiiin.  The  clTei  t,  therefore,  of  this  tenure,  is  to  bring  the  principle 
of  population  to  act  dirccdy  on  the  laud,  and  not,  as  in  England,  on 
capital.  Rent,  in  this  state  of  things,  depends  on  the  proportion  between 
population  and  land.  As  the  land  is  a  fixed  quantity,  while  population 
nas  an  unlimited  power  of  increase,  iinluss  something  checKS  that 
increase,  the  competition  for  land  soon  forces  up  rent  to  the  highest 

Jioint,  consistent  with  keeping  the  population  alive.  The  effects,  there- 
ore,  of  cottier  tenure  depend  on  the  extent  to  which  the  capacity  of 
population  to  increase  is  controlled,  cither  by  custom,  by  indi\-idual  pru- 
dence, or  by  staiTstion  and  disease. 

It  would  be  an  exaggeration  to  allinn>  that  cottier  tenancy  is  absolutely 
jnconjpatiblc  with  a  prosperous  condition  of  the  labouring  cla^s.  If  ive 
could  suppose  it  to  exist  among  a  people  to  whom  a  high  standard  o( 
comfort  was  habitual ;  whose  requirements  were  such,  that  ihcy  would  not 
oftcr  a  higher  rent  for  land  than  would  leave  them  an  ample  subsistence, 
,  iind  whose  moderate  increase  of  numbers  left  no  unemployed  population 
force  up  rents  by  competition,  save  when  the  increasing  prodnrc  of  the 
nd  from  increase  of  skill  would  enable  a  higher  rent  to  be  paid  without 
convenience ;  the  cultivating  clnss  might  be  as  well  remunerated,  might 
,ve  as  large  a  share  of  the  necessaries  and  comfoits  of  life,  on  this 
system  of  tenure  as  on  any  other.  They  would  not,  however,  white  their 
rents  were  arbitrary,  enjoy  any  of  the  peculiar  advantages  which  metayers 
on  the  Tuscan  system  derive  from  their  connexion  with  the  land.  They 
would  neither  have  the  use  of  a  capital  belonging  to  their  landlords,  nor 
would  the  want  of  this  be  made  up  by  the  intense  motives  to  bodily  and 
menliil  exertion  which  act  upon  the  peasant  who  has  assurance  of  a  per- 
petuity. On  the  conlraiy,  any  increased  value  given  to  the  land  by  the 
exertions  of  the  tenant,  would  have  no  effect  but  to  raise  the  rent  against 
himself,  either  tlie  next  year,  or  at  farthest  when  his  lease  expired.  The 
landlords  iiiighl  have  justice  or  ^ood  sense  enough  not  to  avail  themselves 
of  the  advantage  which  competition  would  give  them  ;  and  different  land- 
lords would  do  so  in  different  degrees.  But  it  is  never  safe  to  expect  that 
a  class  or  body  of  men  will  act  contrary  to  their  immediate  pecuniary  in- 
terest J  and  even  a  doubt  on  the  subject  would  be  almost  as  fatal  as  a 
certainty,  for  when  a  person  is  considering  whether  he  shall  undci;go  a 
present  exertion  or  sacrifice  for  a  comparatively  remote  future,  the  scale 
IS  turned  by  a  very  small  probabihty  that  (he  fruits  of  the  exertion  or  of 
the  sacrifice  will  be  taken  away  from  him.  The  only  safeguard  ag.iinsi 
these  imccrtainiicB  would  be  the  growth  of  a  custom,  insuring  a  perma- 
nence of  tenure  in  the  same  occupant,  without  liability  to  any  other 
increase  of  rent,  than  might  happen  to  lie  sanctioned  by  the  general  senti- 
ments of  the  ci*nimunity.  Tlic  Ulster  tenant-right  ts  such  a  custom. 
Tlie  very  considerable  sums  which  outgoing  tenants  obtain  from  their 
Successors,  for  the  goodwill  of  their  farms,*  in  the  first  place  actually 
•  •  It  i*  not  uncommon  for  a  tenant  wiihoul  a  lease  to  s*U  the  bate  [irivilrgc  of 
icupancy  or  pouc^i^iun  of  hi«  fnim,  ^^illioat  any  visible  ftign  of  impiuvciuent 
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limit  [be  competition  for  land  to  persons  who  have  such  sums  to  offer: 
while  the  same  fact  also  proves  that  full  advantage  is  not  taken  by  the 
landlord  of  even  that  more  limited  competition,  since  the  landlord's  rent 
does  not  amount  to  the  whole  of  what  the  incoming  tenant  not  only  olTers 
but  actually  piys.  He  docs  so  in  the  full  confidence  ihat  the  rent  will  not 
be  raised  ;  and  for  this  he  has  the  trnarantee  of  a  custom,  not  recognised 
by  law,  but  dcrii-ing  its  binding  force  from  another  sanction,  perfectly 
well  understood  in  Ireland.*  Without  one  or  other  of  these  supports,  a 
custom  limiting  the  rent  of  land  is  not  likely  to  grow  up  in  any  progres- 
sive community.  If  wealth  and  population  were  stationary,  rent  also 
would  g:enerally  be  stationary,  and  after  remaining  a  long  lime  unaltered, 
would  probably  come  to  be  considered  unalterable.  But  all  progress  in 
wealth  and  population  tends  to  a  rise  of  rents.  Under  a  metayer  system 
there  is  an  established  made  in  which  the  owner  of  land  is  sure  of  partici- 
pating- in  the  increased  produce  drawn  from  it.  But  on  the  cottier  system 
ne  can  only  do  so  by  a  readjustment  of  the  contract,  while  that  readjust- 
ment, in  a  progressive  community,  would  almost  always  be  to  his 
advantage.  His  interest,  therefore,  would  be  decidedly  opposed  to  the 
growth  of  any  custom  commuting  rent  into  a  fixed  demand. 

§  2.  Where  the  amount  of  rent  is  not  limited,  either  by  law  or  custonj, 
a  cottier  system  has  the  disadvantages  of  the  worst  metayer  system,  with 
scarcely  any  of  the  advantages  by  which,  in  the  best  forms  of  that  tenure, 
they  are  compensated.  It  is  scarcely  possible  that  cottier  agriculture 
should  be  other  than  miserable.  There  is  not  the  same  necessity  that  the 
condition  of  the  cultivators  should  be  so.  Since  by  a  sutficicnt  restraint 
on  ftopulation  competition  for  land  could  be  kept  down,  and  extreme 
poverty  prevented ;  habits  of  prudence  and  a  high  standard  of  comfort, 
once  established,  would  have  a  fair  chance  of  maintaining  themselves : 
ahhaugli  even  in  these  favourable  circumstances  the  motives  to  prudence 
would  be  considerably  weaker  than  in  the  case  of  metayers,  protected  by 
custom  {like  those  of  Tuscany)  from  being  deprived  of  their  lands  :  since 
a  metayer  family,  thus  protected,  could  not  be  impoverished  by  any  other 
improvident  multiplication  than  their  own,  but  a  cottier  family,  howe\*cr 
prudent  and  self-restraining,  m.iy  have  the  rent  raised  against  it  by  the 
consequences  of  the  miillipIicatiDn  of  other  families.  Any  protection  to 
the  collier  against  this  evil  could  only  be  derived  from  a  salutary  senti- 
ment of  duty  or  dignity,  pen-ading  the  class.  From  this  source,  how- 
ever, he  might  derive  considerable  [protection.  If  the  habitual  standard 
of  requirement  among  the  class  were  high,  ayoitng  man  might  not  choose  to 
offer  a  rent  which  would  leave  Iiim  in  a  ^vot5e  slmalion  than  the  pre- 


hnvirg  been  made  by  him,  at  from  ten  to  sixleen,  up  to  twenty  and  even  forty 
ye-nrs"  purchase  of  the  rent.' — {Dt^sl  of  Evidatu  taken  by  Lord  DtvmCt  Com' 
miahn.  Iniroduclory  Chapter.)  The  compiler  ntltls,  *  the  comptirative  lian- 
quillity  of  that  district '  { Ulster)  '  may  perhaps  l>e  mainly  altrlbuiablc  to  this  fact' 
•  'It  ia  in  (he  great  ninjority  of  cases  not  a  reimbursement  for  outlay  incurred, 
or  improvements  crfcclcil  on  the  land,  but  a  mere  life  insursnce  nr  purchase  of 
Immuoity  from  outrage' — {Digest,  ut  lu/ra.)  'The  present  tenant-right  of 
Ulster '  (the  writer  JLidicini.i6lf  remarks)  '  is  an  embryo  copyhold.*  *  Even  there,  if 
the  tenaDt-rieht  be  disrecartled,  and  a  tenant  l>c  ejected  without  having  received 
the  price  ol^his  good-will,  outrages  are  generally  the  consequence.' — (Ch.  viii.). 
'The  disorganized  state  of  Tipperaiy,  nnd  the  agrarian  coaibirmlioii  itiroiiglio'jt 
Ireland,  are  but  a.  methodised  war  to  ubiain  the  UUtcr  tenanl-right.' 
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ding  tenant ;  or  it  mi^hE  lie  the  general  custom,  as  it  actually  is  in  some 

untries,  not  to  marry  until  a  fann  was  vacant. 

But  it  is  not  where  a  high  standard  of  comfort  has  rooted  itself  in  the 
Tiiibits  of  the  labouring"  cUss,  that  wc  are  ever  called  upon  to  consider  the 
eflecls  of  a  cottier  system.  That  system  is  fmind  only  where  the  habitual 
i-equirements  of  the  rural  labourers  are  the  lowest  possible;  where,  as 
long"  as  they  are  not  actually  starving',  they  will  multiply  ;  and  population 
is  only  checked  by  the  diseases,  and  the  shortness  of  life,  consequent  on 
insufficiency  of  mere  physical  necessaries.  This  is  unhappily  the  state  of 
the  largest  portion  of  the  Irish  peasantry.  When  a  people  have  sunk 
into  this  slate,  and  still  more  when  they  have  been  in  it  from  time  imme- 
morial, the  cottier  system  is  an  almost  insuperable  obstacle  to  their 
emerging'  from  it.  When  the  habits  of  the  people  are  such  that  their 
increase  is  never  checked  but  by  the  impossibility  of  obtaining  a  bare  sup- 

rt,  and  when  this  support  can  only  be  obtained  from  land,  all  stipuia- 
jons  and  agreements  respecting  amonnl  of  rent  are  merely  nominal ;  the 
competition  for  land  makes  the  tenants  undertake  lo  pay  more  than  it  is 
possible  they  should  pay,  and  when  they  have  paid  ail  they  can,  more 
almost  always  remains  due. 

'As  it  may  fairly  be  said  of  the  Irish  peasantry,'  says  Mr,  Revans,  the 
Secretary  to  the  Irish  I'oor  Law  Enquiry  Commission,*  '  that  every  family 
which  has  not  sufficient  land  to  yietd  its  food,  has  one  or  more  of  its 
members  supported  by  begjjing,  it  will  easily  be  conceived  that  every 
endeavour  is  made  by  the  peasantry  lo  obtain  smaJl  holdings,  and  that 
Ihcy  are  not  influenced  in  their  biddings  by  the  fertility  of  the  land,  or  by 
their  ability  to  pay  the  rent,  but  solely  by  the  offer  which  is  most  likely  to 
yainthem  possession.  The  rcrts  which  they  promise,  they  are  almost 
mvaiiably  incapable  of  paying  ;  and  consequently  they  become  indebted 
to  those  under  whom  they  hold,  almost  as  soon  as  they  take  possession. 
They  give  up,  in  the  shape  of  rent,  the  whole  produce  of  the  land 
ivilh  the  exception  of  a  sufficiency  of  potatoes  for  a  subsistence; 
>ut  as  this  is  rarely  equal  to  the  promised  rent,  they  constantly  have 

ainst  them  an  increasing  balance.  In  some  cases,  the  largest  quantity 
of  produce  which  their  holdings  ever  yielded,  or  which,  under  their 
system  of  tillage,  they  could  in  the  most  favourable  seasons  be  made  to 
yield,  would  not  be  equal  to  the  rent  bid  ;  consequently,  if  the  peasant 
fulfilled  his  engagement  with  his  landlord,  which  he  is  rarely  able  to 
accomplish,  he  would  til!  the  ground  for  nothing,  and  give  his  landlord  a 
remium  for  being  allowed  to  tih  it.    On  the  sea-coast,  fishermen,  and  in 

e  northern  counties  those  who  have  looms,  frequently  pay  more  in  rent 
than  the  market  value  of  the  whole  produce  of  the  land  they  hold.  It 
might  be  supposed  that  they  would  be  better  without  land  under  such 
circumstances,  liut  fishing  might  fail  during  a  week  or  two,  and  so 
might  the  demand  for  the  produce  of  the  loom,  when,  did  they  not 
iwjssess  the  land  upon  which  their  food  is  ^Town,  they  might  starve.  The 
full  amount  of  the  rent  bid,  however,  is  rarely  paid.  The  peasant 
remains  constantly  in  debt  to  his  landlord  ;  his  miserable  possessions— 
the  wretched  clothiiig  of  himself  and  of  his  family,  the  two  or  three 
"tools,  and  the  few  pieces  of  crockery  which  his  wretched  hovel  contains, 

*  £vih  cf  tht  S(<tU  of  Irtlatui,  tktir  Causes  and  (heir  Remetly.     Page  lO.     A 
"  "M,  containing,  ainorg  other  thiDgs,  an  excellent  digat  and  selection  ol 
e  from  the  mass  collected  by  the  Commissioji  presiOea  over  by  Archbbhop 
itely. 
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would  not,  if  sold,  lltiuidate  the  siandin^j  and  frenemlty -accumulating 
debt.  The  peasantry  arc  mostly  a  year  in  arrcar,  and  their  exaise  for  not 
payinu^  more  is  dcstittilion.  Should  the  produce  of  the  hoIding^,  in  aay 
year,  be  more  than  iisuaUy  abundant,  or  should  the  peasant  by  any 
accident  become  possessed  of  any  propcrtj-,  his  comforts  cannot  be  in- 
creased ;  he  cannot  indid^e  in  better  food,  nor  in  a  greater  quantity  of  it. 
His  furniture  cannot  be  increased,  neither  can  his  wife  or  children  be 
better  clothed.  'I'he  acquisition  must  go  to  the  person  under  whom  he 
holds.  The  accidental  addition  will  enable  him  to  reduce  his  arrcar  of 
rent,  and  thus  to  defer  ejectment  But  this  must  be  die  bound  of  his 
expectation.* 

As  an  extreme  instance  of  llie  intensity  of  competition  for  land,  and  of 
the  monstrous  heii^ht  to  which  it  occasionally  forces  up  tlie  nominal  rent, 
we  may  cite  from  the  e\-idencc  taken  by  Lord  Devon's  Commission,*  8 
fact  attested  by  Mr.  Hurly,  Clerk  of  (he  Crown  for  Kerry;  '  I  hare 
known  a  tenant  bid  for  a  farm  that  I  was  perfectly  well  acquainted  with, 
wnrlh  50/.  a-year  :  I  saw  the  competition  get  up  to  such  an  extent,  that 
he  was  declared  the  tenant  at  430/.' 

§  3.  In  such  a  condition,  what  can  a  tenant  gain  by  ary  amount  of 
industry  or  prudence,  and  what  lose  by  any  recklessness  ?  If  the  land- 
lord at  any  time  exerted  his  full  legal  rights,  the  cottier  would  not  be  able 
even  to  live.  If  by  extra  exertion  lie  doubled  the  produce  of  his  bit  of 
land,  or  if  he  prudently  abstained  from  producing  mouths  to  eat  it  up,  his 
only  g.^in  would  be  to  b.ive  more  left  to  pay  tn  his  l.indlord  ;  while,  if  he 
had  twenty  children,  they  would  still  be  fed  first,  and  the  landlord  could 
only  take  what  was  left.  Almost  alone  among  mankind  the  Irish  cottier 
is  in  this  condition,  that  be  can  scarcely  be  cither  better  or  worse  off  by 
any  .ict  of  his  own.  If  he  were  industrious  or  prudent,  nobody  but  his 
landlord  would  gain  ;  if  he  is  laKy  or  intern pcMtc,  It  is  at  his  landlord's 
expense.  A  situation  more  devoid  of  motives  to  either  labour  or  self- 
cwimiand,  imagination  itself  cannot  conceive.  The  inducements  of  free 
huin-in  being^s  are  taken  away,  and  those  of  a  slave  not  subsliluted.  He 
has  nothing  to  hope,  and  nothing  to  fear,  except  being  dispossessed  of  his 
holding,  and  against  this  he  protects  himself  by  the  ultima  rafitf  of  a 
defensive  civil  wan  Rockism  and  Whiteboyism  are  the  determination  of 
a  people,  who  have  nothing  that  can  be  caljcd  theirs  but  a  daily  meal  of 
the  lowest  description  of  food,  not  to  submit  to  being:  deprived  of  ihat 
for  other  people's  convenience. 

Is  it  not,  then,  a  bitter  satire  on  the  mode  in  which  opinions  are  formed 
on  the  most  important  problems  of  human  nature  and  life,  to  find  gm-ce 
public  instructors  imputiag|-  (lie  backwardness  of  Irish  industry,  and  the 
want  of  energy  of  the  Insli  people  in  improving;  their  condition,  to  a 
peculiar  indolence  and  imouciance  in  the  Celtic  race?  Of  all  vulgar 
modes  nf  escaping  from  the  consideration  of  the  effect  of  social  and 
mor.il  influences  on  the  human  mind,  the  most  vulgar  is  that  of  attributing 
the  diversities  of  conduct  and  character  to  inherent  natural  differences. 
What  race  would  not  be  indolent  and  insouciant  when  thmgs  are  so 
arranged,  th;it  Uiey  derive  nu  advantage  from  forethought  or  exertion? 
If  such  aie  the  arrangements  in  the  midst  of  which  they  live  and  work, 
what  wonder  if  the  listlessncss  and  indifference  so  engendered  are  not 
shaken  off  the  first  moment  an  opportunity  offers  when  exertion  would 
really  be  of  use.  It  \%  very  natural  that  a  pleasure -loving  and  sensitiveljr 
•  Evii/tuit,^.  Sjj, 
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organised  people  lite  the  Irish  should  be  lest  addicted  to  sleatly  routine 
hibour  ihan  the  Enylibli,  because  life  lins  more  extitements  for  them  in- 
dependent of  it  ;  but  they  are  not  less  fitted  for  it  than  their  Cehic 
brethren  the  French,  nor  less  so  than  the  Tuscans,  or  the  ancient  Greeks. 

n  excitable  organisation  is  precisely  that  in  which,  by  adequate  inducc- 

ents,  it  is  easiest  to  kindle  a  spirit  of  animated  exertion.  It  speaks 
'iaothing  against  the  capacities  of  industry  in  human  beings,  that  Ihey 
♦ill  not  exert  theinselves  when  they  have  no  motive.  No  labourers  work 
larder,  in  England  or  America,  than  the  Irish  ;  but  not  under  a  cottier 
Sj'stem. 

§  4.  The  multitude?  who  till  the  soil  of  Indi.i,  are  in  a  condition  suffi- 
cicmly  analogous  to  the  cottier  system,  and  at  the  same  time  sufficiently 
riifiereiit  from  it,  to  render  the  comparison  of  the  two  a  source  of  some 
instiiKLwii.  In  most  parts  of  India  there  are,  and  seem  to  have  always 
been,  only  two  contracting  parties,  the  landlurd  and  the  peasant  :  the 
landlord  being  generally  the  sovereign,  except  where  he  has  by  a  special 
instrument  conceded  his  rights  to  an  individual,  who  becomes  his  repre- 
sentative. The  payments,  however,  of  the  peasants,  or  ryots  as  they  are 
termed,  have  seldom  if  ever  been  regulated,  as  in  Ireland,  by  competition. 
Though  the  customs  locally  obtaining  were  infinitely  various,  and  though 
practically  no  custom  existed  against  the  sovereign's  will,  there  was 
always  a  rule  of  some  sort  common  to  a  neighbourhood  :  the  collector 
4id  not  make  his  separate  bargain  whh  the  peasant,  but  assessed  each 
Recording  to  the  rule  adopted  for  the  rest.  The  idea  w,as  thus  kept  up  of 
A  right  of  property  in  the  tenant,  or,  at  aJf  events,  of  a  right  to  permanent 
possession  ;  and  the  anomaly  arose  of  a  fixity  of  tenure  in  (he  peasant- 
Tormer,  co-existing  with  an  arbitrary  power  of  increasing  the  rent. 
'  When  the  Mogul  government  substituted  itself  throughout  the  greater 
part  of  India  for  the  Hindoo  nilers,  it  proceeded  on  a  dilTerent  principle. 
A  minute  survey  was  made  of  the  land,  and  upon  thai  survey  an  assess- 
ment was  founded,  fixing  the  specific  payment  due  to  the  government 
from  each  field.  If  this  assessment  had  never  been  exceeded,  the  ryots 
would  have  been  in  the  comparatively  advantageous  position  of  peasant* 
proprietors,  subject  to  a  heavy,  but  a  fixed  quit-rent.  The  absence,  how- 
ever, of  any  real  protection  ngainst  illegal  extortions,  rendered  this 
improvement  in  their  condition  rather  nominal  than  real ;  and,  except 
during  the  occasional  accident  of  a  htimane  and  %'igorous  local  adminis- 
trator, the  exactions  had  no  practical  limit  but  the  inability  of  the  r>'ot  to 
pay  more. 

It  was  to  this  stale  of  things  that  the  English  rulers  of  India  succeeded; 
and  they  were,  at  an  early  perind,  struck  wiUi  the  importance  of  putting 
an  end  to  this  arbitrary  character  of  the  land-revenue,  and  imposing  a 
fixed  limit  to  the  government  demand.  They  did  not  attempt  to  go  back 
to  the  Mogul  valuation.  It  has  been  in  general  the  ven.-  i-aiioaat  practice 
of  the  English  Government  in  India,  to  pay  little  rc^'ard  to  what  was  laid 
tio%SiTi  as  the  theory  of  the  native  institutions,  but  to  inquire  into  the  rights 
ti'hich  existed  and  were  respected  in  practice,  and  to  protect  and  enlarge 
ihose.  For  a  long  time,  however,  it  blundered  grievously  about  matters 
of  fact,  and  grossly  misunderstood  the  usages  and  rights  which  it  found 
sting.  Its  mistakes  arose  from  the  inability  of  ordinary  minds  to 
■imnginc  a  state  of  social  relations  fundamentally  dificrent  from  those  with 
•ft'hich  they  nre  practically  familiar.  England  being  accustomed  to  great 
eslaies  antl  great  landlords,  the  English  rulers  took  it  hr  granted  that 
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India  must  possess  the  like  ;  and  looking  round  for  some  set  of  people 
who  might  be  tuken  for  the  objects  of  theif  search,  they  pitdicd  upon  a 
sort  n{  (ax-gatheters,  called  zemindars.  'The  zemindar,  sfiy&  the  philo* 
sopbical  historian  of  India,*  Miad  some  of  ihe  attributes  wliith  belong  to 
a  landowner  ;  he  collected  the  rents  of  a  panicular  district,  he  g'ovemed 
the  cultiv:itors  of  that  district.  Jived  in  comparative  splendour,  and  his  son 
succeeded  him  when  he  died.  The  zemindars,  therefore,  it  was  interred 
without  delay,  were  the  proprietors  of  the  soil,  the  landed  nobility  and 
gentry  of  India.  It  was  not  considered  that  the  zemindars,  though  they 
collected  the  rents,  did  not  keep  them  ;  but  p;iid  them  all  away,  with  a 
small  deduction,  to  the  government.  It  was  not  considered  that  if  they 
governed  the  r>'ots,  and  in  many  respects  exercised  over  them  despotic 
power,  they  did  nut  govern  thum  as  tenants  of  theirs,  holding  their  lands 
either  at  will  or  by  contract  under  them.  The  possession  of  the  ryol  was 
an  hereditary  possession  ;  from  which  it  was  unlawful  for  the  zemindar  to 
displace  him  :  for  every  farthing  which  the  zemindar  drew  from  the  ryot, 
he  was  bound  to  account  ;  and  it  was  only  by  fraud,  if,  out  of  all  that  he 
collected,  he  retained  an  ana  more  than  the  small  proportion  which,  as 
pay  for  collection,  he  was  i^cmiitted  to  receive.' 

There  was  an  opportunity  in  India,'  cnntinues  (he  historian,  'to  which 
the  history  of  the  woild  presents  nut  a  parallel.  Next  after  the  sovereign, 
Ihe  immediate  cultivators  had,  by  far,  the  greatest  portion  of  interest  in 
the  soil,  For  the  rig^hts  (such  as  ihcy  were)  of  the  zemindars,  a  complete 
compensation  might  have  easilybcen  made.  The  generous  resolution  wai 
adopttd,  uf  sacrificing  lo  the  improvement  of  the  country,  the  proprietary 
rights  of  the  sovereign.  The  motives  to  improvement  >vhich  property 
gives,  and  of  which  the  power  was  so  justly  appreciated,  might  have  been 
bestowed  upon  those  upon  whom  they  would  nave  operated  with  a  force 
incomparably  greater  than  that  with  which  they  could  operate  upon  any 
other  class  of  men  :  they  might  have  beer  bestowed  upon  those  from  whom 
alone,  in  every  country,  the  principal  improvements  in  agriculture  must 
be  derived,  the  immediate  cultivators  of  the  soil,  And  a  measure  worthy 
to  be  ranked  among  the  noblest  tliat  ever  were  taken  for  the  improvement 
of  any  country,  might  have  helped  to  compensate  the  people  of  India  for 
the  miseries  of  that  misgovemment  which  they  had  so  long  endured.  But 
the  legislators  were  English  aristocrats  ;  and  aristocratical  prejudices 
prevailed." 

The  measure  proved  a  total  failure,  as  to  the  main  effects  which  its  well' 
mejining  promoters  expected  from  it.  Unaccustomed  to  estimate  the  mode 
in  which  the  operation  of  any  given  institutions  is  modified  even  by  such 
variety  of  circumstances  as  exists  within  a  single  kingdom,  they  flattered 
themselves  th.^^  they  had  created,  throughout  the  Bengal  provinces, 
English  landlords,  and  it  proved  that  they  had  only  created  Irish  ones. 
The  new  landed  aristocracy  disappointed  every  expectation  built  upon 
them.  Tlicy  did  nothing  for  the  improvcinerit  of  their  estates,  but  every- 
thing for  their  own  ruin.  The  same  pains  not  being  taken,  as  has  been 
taken  in  Ireland,  to  enable  Lmdlords  to  defy  the  consequences  of  their  im- 
providence, the  whole  l.'jnd  of  Bengal  had  to  be  sequestrated  and  sold,  for 
debt  or  arrears  of  revenue,  and  in  one  generation  the  ancient  zemindars 
had  ceased  to  exist.  Other  families,  mostly  the  descendants  of  Calcutta 
•uoncy  dealers,  now  occupy  their  place  ;  and  live  as  useless  drones  upoa 

■  Mill's  ffi'jffty  B/BriUsh  India,  book  vi.  ch.  £. 


W  the  greater  cheapness  of  food.  If  ihe  effect  is  not  produced  in  this 
mode,  it  will  be  produced  by  earlier  nnd  more  numerous  marriag^es,  or  by 
an  increased  munber  of  birlns  to  a  marriage.  According-  to  all  experience, 
a  great  increase  invariiibly  takes  place  in  tlie  number  of  mirriapes,  in 
seasons  of  cheap  food  nnd  full  employment.  I  cinnot,  therefore,  agree  in 
the  importance  so  often  attached  to  the  repeal  of  the  com  litws,  considered 
merely  as  a  labourers'  question,  or  to  any  of  the  schemes,  of  whicli  some 
one  or  other  is  at  all  limes  in  vogne,  for  making  the  labourers  a  very 
little  better  off.  Things  which  only  affect  them  a  very  little,  make  no 
permanent  impression  upon  their  hn.bits  and  requirements,  and  they  soon 
slide  back  into  their  former  state.  To  produce  permanent  advantiigc, 
Ihe  temporary  cause  operatin)^  upon  them  niu^t  be  siifTicieiU  lo  make  a 
great  change  in  their  condition — a  change  such  as  will  be  felt  for  many 
years,  notwithstanding  any  stimulus  which-jt  may  give  during  one  genera- 
tion lo  the  increase  of  people.  When,  indeed,  the  impropement  is  of  this 
signal  character,  and  a  generation  grows  up  which  has  always  been  used 
to  an  improved  scaJe  of  comfort,  the  habits  of  this  new  generation  in 
respect  to  population  become  formed  upon  a  higher  minimum,  and  the 
improvement  m  their  condition  becomes  permanent.  Of  cases  in  point, 
ihc  most  remarkable  is  France  after  the  Revolution.  The  majority  of  the 
population  being  suddenly  raised  from  misery  to  independence  and  com- 

ratLve  comfort,  the  immediate  efftfct  was  that  population,  notwithsland- 
_  ig  the  destructive  wars  of  the  period,  started  forward  with  unexampled 
rapidity,  partly  because  improved  circumst.inces  enabled  many  children 
to  be  reared  who  would  otherwise  have  died,  and  partly  from  increase  of 
births.  Thcjsncceeding'generation,  however,  grew  up  with  habits  entirely 
altered  ;  and  though  the  country  was  never  before  in  so  prosperous  a 
state,  the  annual  number  of  births  is  now  nearly  stationary,*  and  tlie 
increase  of  population  extremely  slow.f 

§  3.  Wages  depend,  then,  on  the  proportion  between  the  number  of  the 
labouring  population,  and  the  capital  or  other  funds  devoted  to  the 
purchase  of  labour  ;  we  will  say,  for  shoitness,  the  capit.il.  If  iv-iges  arc 
higher  at  one  time  or  place  than  at  another,  if  the  subsistence  and  comfort 
of  the  class  of  hired  labourers  are  more  ample,  it  is,  and  can  be,  for  no 

*  Supia,  pp.  2oi  to  30J. 

t  A  similar,  Ihough  rot  an  equal  improvement  In  Ihe  standard  of  living  tools 
place  amonK  the  latouicra  of  Kngland  during  the  remarkable  fifty  years  ftom  1715 
to  17651  which  were  ciistininnshril  by  such  an  cxlrnurtlinajy  succession  of  fiue 
harvests  (the  years  of  decided  deficiency  not  exceeding  five  in  all  ihai  period)  ihat 
the  average  piice  of  wheat  during  those  years  was  much  lower  than  during  the 
previous  hnlf  cenCiiry.  Mr.  Mallhus  computes  Ihnl  on  the  average  of  sixty  year* 
preceding  1720,  the  labourer  cowld  purch-isc  with  a  day's  eaTniiiB*  only  two-lhirdi 
of  a  peck  or  wheat,  while  (torn  1720  to  1750  he  could  purchase  a  whole  peck.  The 
avcrngc  price  of  wheat,  according  to  1he  Kton  tabl«,  for  fifty  years  ending  with 
1715,  was  41s.  7'id.  the  quarter,  and  for  the  last  twenty-three  of  the»c,  45s.  Sd., 
while  far  the  fifty  years  fulluwing,  it  was  no  more  than  34s.  lid.  .So  constderable 
■n  improvement  in  the  condition  of  the  labouring  class,  though  arising  from  thu 
sccidents  of  seasons,  yet  cominuinf;  for  more  than  a  generation,  hsd  litne  to  work 
■  change  in  the  habitual  rcuuirciiicnls  uf  the  lahouiing  davs  ;  and  ihi'*;  period  is 
always  noted  as  the  date  of  '  a  marked  Impiovcment  of  ibc  tuiality  of  the  food 
consumed,  and  a  dcddcil  elevation  in  the  standard  of  their  comforiti  and  con- 
venience*.'—(Ntalihus,  IVimipUj  0/  F'oHlual Eeettonty,^.  ''SSO  I^"'  Ihecliaiacter 
"'the  period,  see  Mr.  Tookc's  excellent  History  of  Priiet,  voL  J.  pp.  38  to  6l,and 
the  prices  of  com,  the  Appendix  to  that  work. 
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other  reasot),  than  because  capital  bears  a  greater  proportion  to  popula- 
t'on.  It  is  not  the  absaliiie  amount  of  accumulation  or  of  production, 
that  is  of  importance  to  the  labouring  class  ;  it  is  not  the  amount  even  of 
the  funds  dcsiined  for  distribution  among  the  labourers:  it  is  the  pro- 
portion between  those  funds  and  the  numbers  among  whom  ibey  arc 
shared.  The  condition  of  tlic  cla&^  can  be  bettered  in  no  other  way  than 
by  altering  that  pmporlinn  lo  their  advantage  ;  and  every  scheme  for 
their  bene^t,  which  aoe&  not  proceed  on  this  as  its  foundation,  is,  for  all 
permanent  purposes,  a  delusion. 

In  tjountnes  like  North  America  and  the  Australian  colonies,  where  the 
knowledge  and  arts  of  civilised  life,  and  a  high  effective  desire  of 
accumulation,  co-exist  with  a  boundless  extent  of  unoccupied  Lind,  the 
growth  of  capital  easily  keeps  pace  with  the  utmost  possible  increase  of 
population,  and  is  chiefly  retarded  by  the  impracticability  of  obtaining 
labourers  enough.  All,  therefore,  who  can  possibly  be  bam.  can  find 
employment  without  overstocking  the  market :  every  labouring  family 
enjoys  in  abundance  the  necessaries,  many  of  the  cnnifons,  and  some  of 
Ihe  luxuries  of  life  ;  and,  unless  in  case  of  individual  misconduct,  or 
actual  inability  to  work,  poverty  docs  not,  and  dependence  needs  not, 
exist  A  similar  advantage,  though  in  a  less  degree,  is  occasionally 
enjoyed  by  soine  special  class  of  labourers  in  old  countries,  from  an 
extraordinarily  rapid  growth,  not  of  capital  generally,  but  of  the  capital 
employed  in  a  particular  occupation.  So  gigantic  has  been  the  progress 
of  the  cotton  manufacture  since  the  inventions  of  Watt  and  Aj'Kwri^ht, 
that  the  capiul  engaged  in  it  has  probably  quadrupled  in  the  time  whicli 
papulation  requires  for  doubling.  While,  therefore,  it  has  atttacied  from 
other  eniplOynietits  nearly  all  the  hands  which  geographical  circumstances 
and  the  habits  or  inclinations  of  the  people  rendered  available ;  and 
while  the  demand  it  created  for  infant  labour  has  enlisted  the  immediate 
peaniiary  interest  of  the  operatives  in  favour  oF  pronioting,  instead  of 
restraining,  the  increase  of  population  ;  nevertheless  wages  in  the  great 
seats  of  the  manufacture  arc  still  so  hi;^b,  that  the  collective  earnings  of  a 
family  amount,  on  an  average  of  years,  to  a  very  satisfactory  sum  ;  and 
there  is,  as  yet,  no  sign  of  deciCiise,  while  ibe  clTect  has  also  been  felt  in 
raising  the  general  standard  of  agricuhural  wages  in  the  surrounding 
country. 

Hut  those  circumstances  of  a  country',  or  of  an  occupation,  in  which 
population  can  with  impunity  increase  al  its  utmost  rate,  arc  rare,  and 
transitory.  Very  few  arc  the  countries  presenting  the  needful  union  of 
conditions.  Eillier  the  indDStrial  arts  are  backward  and  stationary,  and 
capital  therefore  increases  slowly  ;  or  the  effective  desire  of  accumulation 
bemg  low,  the  increase  soon  reaches  its  limit ;  or,  even  ihout;h  both 
these  elements  arc  al  their  highest  knotvn  degree,  the  increase  of  capital 
is  checked,  bccHuse  there  is  not  fresh  land  to  be  resorted  to,  of  as  good  a 

Suality  as  tlial  already  occupierl.  Though  capital  should  for  a  time 
ouble  itself  simullancously  with  population,  if  all  this  capital  and 
population  are  to  find  employment  on  the  same  land,  they  cannot  without 
an  uncxitmplcd  succession  of  agricultuml  inventions  continue  doubling 
the  produLC  ;  therefore,  jf  wages  did  not  fjill,  profits  must  ;  and  when 
profits  fall,  increase  of  capital  is  slackened.  Besides,  even  if  wages  did 
— *  fall,  llie  price  of  food  (as  will  be  shown  more  fully  hereafter)  would 
!se  circumstances  necessarily  rise  ;  which  is  ei^uivalent  to  a  fall  of 


Except,  therefore,  in  the  VC17  peculiar  cases  which  1  have  ju&t  noticed, 
of  wbicli  ihe  only  one  of  any  practical  jjnportance  is  that  of  a  new  colonyi 
or  a  country  in  circumstances  equivalent  to  it,  it  is  impossible  that 
population  should  increase  at  its  utmost  rate  without  lowering  wages. 
Nor  will  the  fall  be  stopped  at  any  point,  short  of  that  which  cither  by  jts 
physical  or  its  mural  upcration,  checks  the  inctea.^e  of  popitlation.  la  no 
old  counliy,  therefore,  does  population  increase  at  anythiiiij^  like  its 
utmost  rate  ;  in  mow,  at  a  very  moderate  rate  ;  in  some  countries,  not  at 
all.  These  facts  are  only  to  be  accounted  for  in  two  ways.  F.ithcr  the 
whole  number  of  births  which  nature  admits  of,  and  which  happen  in 
some  circumstances,  do  not  take  place  ;  or  if  they  do,  a  large  proportion 
of  those  who  are  bom,  die.  The  retardation  of  incicise  results  cither 
from  mortality  or  pnidciice  ;  from  Mr.  Mallhus's  positive,  or  from  his 
preventive  check  :  and  one  or  the  other  of  these  must  and  does  exist, 
and  very  pott'crfblly  too,  in  all  old  societies.  Wherever  population  is  not 
kept  down  by  the  prudence  either  of  individuals  or  of  the  &tate,  it  is  kept 
down  by  star^'alion  or  disease. 

Mr.  Mallhus  has   talccn   great    pains  to  ascertain,  for  almost  every 

country  in  the  world,  which  of  these  checks  it  is  that  operates  ;  and  the 

levidence  which  he  coHecicd  on  the  subject,  in  his  Essaj;  on  Population, 

[may  even  now  be  read  with  advantage.    Throughout  Asia,  and  formerly 

rin  most  European  countries  in  which  the  labouring  classes  were  not  in 

^fersonal  bondage,  there  is,  or  was,  no  restrainer  of  population  but  death. 

he  mortality  was  not  always  the  result  of  poverty  ;  much  of  it  proceeded 

jm  unskilful  and  careless  management  of  children,  from  uncleanly  and 

__herwise  unhealthy  habits  of  life  among  the  adult  population,  and  from 

[the  almost  periodical  occurrence  of  destructive  pestilences.    Throughout 

Europe  these  causes  of  shortened  life  liave  much  diminished,  hiu  they 

have  nowhere  ceased  to  exist.     Until  a  period  not  very  reuiote,  hardly 

any  of  onr  large  towns  kept  up  their  population,  independently  of  the 

Stream  always  flowing  into  them  from  the  rural  districts ;  this  was  still 

true  of  Liverpool  imtil  very  recently  ;  and  even  in  London,  the  mortality 

is  lai^'cr,  ana  the  average  duration  of  life  shorter,  than  m  rural  districts 

where  there  is  much  greater  pov'erty.     In  Ireland,  epidemic  fevers,  and 

dciths  from  the  exhaustion  of  the  constitution  by  insufficient  nutriment, 

accompany  even    the   most   moderate  deficiency  of  the    potato  crop. 

\  Nevertheless,  it  cannot  now  be  said  that  in  any  part  of  Europe,  jjopulation 

;is  principally  kept  down  by  disease,  still  less  by  starvation,  either  in  a 

:direct  or  an  indirect  foim.     The  agency  by  which  it  is   limited  is 

[preventive,  not  (in   Ihe  langtiaRC  of  Mr.  MaJthus)  positive.    But  the 

preventive  remedy  seldom,  I  believe,  consists  in  the  unaided  operation  of 

prudential  motives  on  a  class  wholly  or  mainly  composed  of  labourers  for 

aire,  and  looking  furwavd  to  no  other  lot.     In  Englmd,  for  example,  I 

much   doubt   if    the   grenerality  of   agricultural    labourers   practise  any 

prudential  restraint  whatever.    They  generally  marry  as  early,  and  have 

-as  many  children  to  a  marriage,  as  ijiey  would  or  could  do  if  they  were 

settlers  in  the  United  Stales.     During  the  generation  which  preceded  ihe 

enactment  of  the  present  Poor  Law,  they  received  the  most  direct  en- 

Cnunigement  to  this  sort  of  improvidence  ;   being  not  only  assured  of 

support,  on  easy  terms,  whenever  out  of  employment,  but  even  when  in 

employment,  very  commonly  receiving  from  the  parish  a  weekly  allowance 

jroportioncd  to  their  numl>cr  of  children  :  and  the  married  with  large 

amilies   being   always,  from  a  short-sighted   economy,  employed   in 

16— a 
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preference  to  the  unmarried  ;  which  last  premium  on  population  still 
exists.  Under  such  prompting^,  the  ruraJ  labourers  acquired  habits  of 
recklessness,  which  are  so  congenial  to  ihe  uncultivated  mind  that  in 
whatever  ni.inner  produced,  they  in  general  long  survive  their  immediate 
causes.  There  are  so  many  new  elements  at  work  in  society,  even  in 
Those  deeper  strata  which  are  in. accessible  to  the  mere  movements  on 
the  surface,  that  it  is  hazardous  to  affirm  anything  positive  on  the  mental 
state  or  practical  impulses  of  classes  and  bodies  or  men,  when  the  same 
assertion  may  he  tntc  lo-day,  and  may  require  great  modificaiioii  in  five 
years'  time.  Il  does  however  seem,  that  if  the  rate  of  increase  of  popula- 
tion depended  solely  on  the  agricultural  labourers,  it  would,  as  far  as 
dependent  on  births,  and  unless  repressed  by  deaths,  be  as  rapid  in  the 
southern  counties  of  Enyland  as  in  America.  The  restraining  principle 
lies  in  the  very  great  proportion  of  the  population  composed  of  the  middle 
classes  and  the  skilled  artizans,  who  in  this  country  almost  equal  in 
number  the  common  labourers,  and  on  whom  prudential  motives  do,  in  a 
considenible  degree,  operate. 

§  4-  Where  a  labouring  class  who  have  no  property  but  their  daily 
wages,  and  no  hope  of  acquiring  it,  refrain  from  over-rapid  multiplic.ltion, 
the  cause,  I  believe, has  always  hitherto  been,  eillier  actual  legal  restraint, 
or  a  custom  of  some  sort  which,  wiihouc  intention  on  their  part,  insensibly 
moulds  their  conduct,  or  affords  immediate  inducements  not  to  many. 
It  is  not  generally  known  in  how  many  countries  of  Europe  direct  legal 
obstacles  are  opposed  to  improvident  marriages.  The  communications 
made  to  the  original  Poor  Law  Commission  by  our  foreign  ministers  and 
consuls  in  different  parts  of  Europe,  contain  a  considerable  amount  of 
information  on  this  subject.  Mr.  Senior,  in  his  preface  to  lho5e  communi- 
cations,* says  that  in  the  countries  which  recognise  a  legal  right  to  relief, 
*niarriage  on  the  part  of  persons  in  the  actual  receipt  of  relief  appears  to 
be  everywhere  prohibited,  and  the  marriage  of  those  who  are  not  likely  to 
possess  the  means  of  independent  support  is  altowcd  by  very  few.  Thus 
wc  are  told  that  in  Norway  no  one  can  marry  without  "  showing',  to  the 
satisfaction  of  the  clerg^'man,  that  he  is  permanently  settled  in  such  a 
manner  as  to  ofTer  a  fair  prospect  that  he  can  maintain  a  family." 

'  In  Mecklenburg,  that  "marriages  are  delayed  by  conscription  in  the 
twenty-second  year.and  military  service  for  six  years  ;  besides  the  parties 
must  h.ive  a  dwelling,  without  which  a  clergyman  is  not  permitted  to 
marry  them.  The  men  marry  at  from  iwenty-tii-e  to  thirty,  the  women 
not  much  earlier,  as  both  must  first  gain  by  service  enough  to  establish 
themselves." 

'In  Saxony,  thai  "  a  man  may  not  marry  before  he  is  twenty-one  years 
old,  if  liable  to  serve  in  the  army.  In  Dresden  professiortists  (by  which 
word  artiians  arc  probably  meant)  may  not  many  untd  they  become 
masters  in  their  trade." 

*In  Wurtcmbcrg,  that  "no  man  is  allowed  to  niarr)f  till  his  twenty-fifth 
year,  on  account  of  his  military  duties,  unless  permission  be  especially 
obtained  or  purchased  :  at  that  age  he  must  also  obtain  permission,  which 
is  granted  on  proving  that  he  and  his  wife  would  have  together  sufficient 
to  maintain  a  family  or  to  establish  ihcinselvcs  ;  in  large  towns,  say  from 
Soo  to  looo  florins  (from  661'.  13^.  4/1  to  S4/.  31.  4(1.) ;  in  smaller,  from  400 
to  500  florins  :  in  villages  200  florins  (16/.  13^.  4(/.).''^f 

*  Foimliig  an  jf  pjitmlix  fF)  to  Ihe  Genfr^l  Kcpoit  of  the  Commissionets,  and 
rIeo  piiblislied  by  niithority  u  a  scptnilc  volume. 
f  PreAce.  jk  xxxix. 
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The  minister  at  Munich  says,  'The  great  causft  why  the  number  of 
the  poor  is  kept  so  low  in  this'countrj-  arises  from  the  prevention  by  law 
of  marriages  in  cases  in  which  it  cannot  be  proved  that  the  parties  have 
reasonable  means  of  subsistence  ;  and  this  rcgulution  is  In  all  places  and 
at  all  times  suicUy  adhered  to.  The  effect  of  a  constant  and  firm  obser- 
vance of  this  rule  lias,  it  is  tme,  a  considerable  influence  in  keeping  down 
the  population  of  Uavaria,  which  is  at  present  low  for  the  extent  of 
country,  but  it  has  a  most  salutary  effect  in  averting  extreme  poverty  and 
consequent  misery.** 

At  Lubeck,  '  marriages  among  the  poor  arc  delayed  by  the  necessity  a 
man  is  under,  first,  of  previously  proving"  that  he  is  in  a  regular  employ, 
work,  or  profession,  that  will  enable  him  to  maintain  a  wife:  and  secondly, 
of  becoming  a  bur«her,  and  equipping  himself  in  the  uniform  of  the 
burgher  guard,  which  together  may  cost  him  nearly  4/.'t  At  Frankfort, 
*  the  government  prescribes  no  age  for  marrying,  but  the  permission  to 
marry  is  only  granted  on  proving  a  livelihood,'j 

The  allusion,  in  some  of  these  statements,  to  military  duties,  points  out 
an  indirect  obstacle  to  marriage,  interposed  by  the  laws  of  some  countries 
in  which  there  is  no  direct  lega!  restraint.  In  Pnissia,  for  instance,  Uic 
institutions  which  conipcJ  every  able-bodied  man  toscrve  for  several  years 
in  the  army,  at  the  lime  of  life  at  which  imprudent  marriages  are  most 
likely  to  take  place,  are  probably  a  full  equivalent,  in  effect  on  population, 
for  the  legal  restrictions  of  the  smaller  German  slates. 

§  5.  Where  there  is  no  general  law  restrictive  of  marriage,  there  arc 
often  customs  equivalent  to  it.  When  the  guilds  or  trade  corporations  of 
the  middle  ages  were  in  vigour,  their  bye-laws  or  regulations  were  con- 
ceived with  a  very  vigilant  eye  to  the  advantage  which  the  trade  derived 
from  timiting  competition  :  arid  they  made  it  very  effectually  the  interest 
of  nrtiians  not  to  marry  until  after  passing  through  the  two  stages  of 
apprentice  and  jounicynnan,  and  attaining  the  rank  of  master.§    In  Nor- 

*  Preface,  p.  xxi«ii,,  or  p.  554  of  the  ApptinliK  itself. 

t  Appcnrfix,  p.  419.  J  Ibid.  p.  567. 

S  *  £n  general,' say^  Sistaondi,  Menombte  des  maltres  ^tait  6xi  dans  cb&qus 
communnute,  et  le  maltrc  pouvait  seul  tenir  boutir^ue,  achelcr  ct  ncriJre  pour  son 
complc.  Chaque  maltre  nc  i>ouvait  former  qu'un  certain  nombrc  d'appienlis, 
Buxquds  il  eoMi^nait  son  m^li^r  ;  et  daos  pLudeuis  communaules,  il  n'cn  pouvait 
tenir  qu'nn  seul.  Chaque  tnoU'c  poit\'ait  d?  mC'tne  tcrir  un  nomlire  limits 
ri'ouvriers,  qui  pnrtaient  K  nom  tic  compagnons ;  et,  dans  l«s  miiticrs  oIi  I'un  tie 
pouvait  avoir  qu'un  seul  ap^irtrnli,  oq  nc  pouvait  nvoit  non  plus  qu'un  scul,  ou  que 
deux  compagnons.  Aucun  liomnie  ne  pouvait  achctcr,  vendrc,  ou  travailler  dans 
tin  metier,  s'il  n'ttait  spprcnli.  compagnon,  cu  maitcc  ;  aucun  homtne  ne  pnuvnit 
dcvenir  compagnon  s'il  n'avait  servi  un  nombre  d'anni?es  (]i:ten£im^  cODimc  ap- 
picnti,  ou  devenir  mattre  s'il  n'avait  scrvi  un  nombrc  igal  d'annees  cotnme  com- 
pa^on  ;  et  s'il  D'avait  de  plus  fait  son  chcl-d'oeuvic,  ou  execute  un  travail  design^ 
dans  .son  nttltjer,  qui  dcvall  clie  juge  pA.T  sa  jnrandle.  On  voit  que  Lslle  organisa- 
tion mettnit  enti^rcmcnt  dons  La  main  des  malires  le  lenouvcllement  des  cotps  de 
mciicr.  Eux  seuls  pouvaient  recevoir  dcs  apprentis  ;  mais  Us  n'^taient  point 
oltligM  k  en  prendre  ;  aussi  sc  faisaieiit-ils  payer  cetlc  fn^'cuc,  el  souvent  k  un  prix 
tris-elcv^;  cti  sorte  qu'un  jcune  homme  ne  pouvnit  entrer  dans  un  mflier  s'il, 
n'avait,  an  pnfalablc,  la  sonimequ'Il  TallaJt  payer  pour  son  apprentissage,  et  cclle,' 
qui  lui  ^[ait  n^essairc  pfjUT  se  sustcntcr  pendant  la  durifc  dc  cct  appienlissagc ; 
ear,  pendant  quatre,  cinq,  ou  sept  ars,  tout  son  tr.-ivail  appartenait  a  son  tnalire. 
Sa  dcpcndancc  dc  cc  malire  t'^l.-u't  initt  siU!,si  longlenips  ahsoluc  ;  car  un  leul  acte 
^c  la  (iqlontt',  gu  m5mc  d«  caprice  d^  cclui-ci,  pouvait  Ini  fctm«  I'cnlrie  dcs  pro* 
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way,  where  the  labour  is  chieny  agricultural,  it  is  forbidden  by  law  to 
eQya|;e  a  farm-ser%'ant  for  less  than  a  year ;  which  was  the  general 
Enghsh  practice  until  the  poor  laws  destroyed  it,  by  ennbling;  the  farmer 
to  cast  his  labourers  on  parish  pay  whenever  he  did  not  immediately 
require  their  labour.  In  consequence  of  this  custom,  and  of  its  enforcement 
by  law,  the  whole  of  the  rather  limited  class  of  agricultural  labourers  in 
Norway  have  an  engagement  for  a  year  at  least,  which  if  the  parties  are 
content  with  one  another,  naturally  becomes  a  permanent  engagement : 
hence  it  is  known  in  every  neighbourhood  whether  there  is,  or  is  likely  to 
tie,  a  vacancy,  and  unless  there  is,  a  young  man  docs  not  marry,  knowing 
that  he  could  not  obtain  eniploynicnt  The  custom  still  exists  in  Cumber- 
land  and  WeiitmoielaDd,  except  that  the  term  is  hah'  a  year  instead  of  a 
year ;  and  seems  to  be  stiU  allended  with  the  same  consequences.  The 
farm-servants  'are  lodged  and  boarded  in  their  master's  houses,  which 
ihey  seldom  leave  until,  through  the  death  of  some  relation  or  neighbour, 
they  succeed  to  the  ownership  or  lease  of  a  cottage  farm.  What  is  called 
surplus  labour  does  not  here  exist**  I  have  mentioned  in  another  chapter 
(he  check  to  populadoE  in  England  during  the  last  century,  from  the 
difficulty  of  obtaining  a  separate  dwelling  place.f  Other  customs 
restrictive  of  population  might  be  speciCed  :  in  some  parts  of  Italy,  it  is 
the  practice,  according  O  Sismondi,  among  the  poor,  as  it  is  well  knowa 
to  be  in  the  higher  ranks,  tliat  all  but  one  of  the  sons  remain  unmarried, 
But  such  family  arrangements  are  not  likely  to  exist  among  day  labourers. 
They  arc  the  resource  of  small  praprietors  and  metayers,  for  preventing 
too  minute  a  subdivision  of  the  land. 

In  England  generally  there  is  now  scarcely  a  relic  of  ihese  indirect 
checks  to  population  ;  except  that  in  parishes  owned  by  one  or  a  very 
small  mmiDcr  of  landowners,  the  increase  of  resident  labourers  is  still 
occasionally  obstructed,  by  preventing  cotLiges  from  being  built,  or  by 
pulling  down  those  whicli  exist ;  thus  re5training_  the  population  liable  to 
become  locally  chargeable,  without  any  material  enect  on  population 
generally,  the  work  required  in  lliose  parishes    being  performed    by 

fcssions  locratives.  L'apjncntt,  Jcvenu  coreipagnon,  acqu^rait  tin  pen  plus  de 
liljcrle  ;  il  jKiiivait  s'eiit;.iger  avec  ijucl  iimltri:  tl  vimlail,  passer  de  I'un  a  i'awire  ;  et 
comme  reiitrec  au  con>|iJignonagc  n'i.'lait  ouvcrte  que  par  I'apprctitissagf,  il  com- 
m«n9ait  ^  prufUcr  du  moaopolc  doal  il  avail  soulTtirl,  et  il  ^tait  k  pcu  piis  s4r  de 
6C  faire  bicii  payer  un  travail  i]ii«  persunuc  ne  pouvnit  faire,  ei  cb  n'rst  lu'i.  Ce- 
pendant  il  dcpi.Tidait  de  U  jurande  pour  obtcnir  ].i  mAhri^e  ;  au!?si  nc  9C  rt^rdait- 
il  point  encoic  commt:  a&SMxi  dc  son  sott,  comiue  ayact  un  ^laC.  Eii  general,  il  ne 
sc  raariail  point  tju'il  nc  ffit/riw/mflJ'/r#. 

'It  est  bicn  certain,  et  commc  fait  ct  comiae  tWnrie,  que  I'^tablissenicnt  det 
corps  dc  metier  irn)|i^ahaiL  tt  dcvail  empt-cher  In  naiuancc  d'une  population 
Bimibondantc.  U'aprcs  Ics  italms  de  prcsifuc  tcius  Ics  corps  dc  mtCicr,  un  tioinme 
ne  ^ouvait  cErc  pa&sc  raailrc  qj'aprJrs  vin^t-cinq  ans ;  mais  s'll  n'avait  pu  un 
capital  i  lui,  t'il  n  nvail  pas  fuit  c]cs  tkonomieft  suRisaDtes,  il  conl;nuajt  Uen  plus 
longtemps  !i  traveller  coninie  cotnpagnoii ;  plusieurs,  et  pcut-Stic  le  plus  grand 
nombro  dcs  artisans,  dcmCuraiecLt  com|>agi)ons  toutc  lenr  vie.  II  i^talt  picKquc  sarit 
cxettiple,  ccpcndiiitt,  ({u'lls  f=e  innnu&sent  avnnt  d'etre  lei^u^  mnltres  ;  i|unnd  ilt 
auniient  ivd  assci!  im[3tudcTi5  poor  Ic  d^irer,  aucun  f>ire  n'aurait  voulu  donncr  sa 
rile  ^  1111  hommc  qui  n  avail  point  d'etat.' — Nouvcaax  ryincip^s,  book  iv.  ch.  la 
SccaisoAdam  Smith,  book  i.  di.  lo^  part  2. 
•  See  Thoratoa  on  Ot.<er-/^/N/aiUn,  p,  iS,  and  the  au\\nm\\w  \\«w  ovti. 
/  Supra,  /.,  n8. 
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bourers  settled  elsewhere.    The  surrounding-  districts  always  feel  ihem- 

selves  much  aggrieved  by  this  practice,  against  which  they  cannot  defend 
themselves  by  similar  means,  since  s.  single  acre  of  land  oxvncd  by  nny 
one  who  does  not  enter  into  the  combination,  enables  liim  to  defeat  the 
lattcmpt,  vcr)'  profiwbly  to  himself,  by  covering  that  acre  uith  cotlftjjes. 
To  meet  these  complaints  it  has  already  been  under  the  consideration  of 
Parliament  to  abolish  parochial  sciilcmenis,  and  make  the  poor  rale  a 
chaige  not  on  the  parish,  but  on  ihc  whole  union.  If  this  proposition  be 
adoptetl,  wliitli  for  other  ix-asmis  Is  very  desirable,  it  will  remove  the 
small  remnant  of  what  was  once  a  check  to  populaiion  ;  the  vnhie  of 
■which,  however,  from  the  narrow  limits  of  its  operationj  must  now  be 
considered  very  trifling. 

§  6.  In  the  case,  therefore,  of  the  common  agricultural  labourer,  the 
checks  to  population  may  almost  be  considered  as  non- existent.     If  the 

POwlh  of  the  towns,  and  of  the  capital  there  employed,  by  which  the 

ciary  operatives  are  maintained  at  their  present  average  rate  of  wag'es 
■notwiihsianding  their  rapid  increase,  did  not  also  absorb  a  great  part  of 
Oie  aniual  addition  to  the  rural  population,  there  seems  no  reason  in  the 
present  habits  of  the  people  why  they  should  not  fall  into  as  miserable  a 
condition  as  the  IHsli  ;  and  if  the  maike!  for  our  ma  mi  fact  tires  should,  I 
do  not  say  fall  off,  but  even  cease  to  expand  at  the  rapid  rale  of  the  last 
fifty  years,  there  Is  no  cenainty  that  this  fate  may  not  be  in  reser\-e  for 
us;  especially  considering  how  much  the  Irish  themselves  contribute  to 
it,  by  migrating  to  this  coimtrv'and  underbidding  its  native  inhabitants. 
Without  carr^'ing  our  anticipations  forward  lo  such  a  calamily,  which  ibe 
.ereat  and  growing  intelligence  of  the  factory  population  would,  it  may  he 
!i|lopcd,  avert,  by  an  adaptation  of  their  habits  to  their  circumstances  ;  the 
existio^f  condition  of  the  labourers  of  some  of  the  mnst  exrlusively  agri- 
cultural counties,  Wiltshire,  Somersetshire,  Dorsetshire,  Bedfordshire, 
Buckinghamshire,  is  surtkicntly  painful  lo  contemplate.  The  labourers 
of  tlicse  counties,  with  large  families,  and  seven  or  perhaps  eight  shillings 
for  their  weekly  wages  when  in  full  employment,  have  lately  become  one 
of  the  stock  objccis  of  popular  compassion  :  it  is  lime  that  they  had  the 
benefit  also  of  some  application  of  common  sense. 

Unhappily,  senii mentality  rather  than  common  sense  is  the  genius  that 
usually  presides  over  the  discussion  of  these  subjects  ;  and  white  there  is 

growing  sensitiveness  lo  the  liardsiiips  of  the  poor,  and  a  ready  dis- 
iposilion  to  admit  claims  in  them  upon  the  good  offices  of  other  people. 
There  is  an  all  hut  universal  unwillingness  to  lace  the  real  difficuliy  of 
their  position,  or  advert  at  all  to  the  conditions  which  nature  has  made 
indispensable  to  ilie  improvement  of  their  physiral  lot.  Discussions  on 
■the  condition  of  the  labourers,  lannenlalions  over  its  wreldiedress,  dcnun- 
flattons  of  all  who  are  supposed  to  be  indificrent  to  it,  projects  of  one 
kind  or  another  for  improving  it,  were  in  no  country  and  in  no  time  of  the 
world,  so  rife  as  at  present :  but  tliere  is  a  lacit  agreement  lo  ignore 
totally  the  law  of  wages,  or  to  dismiss  it  in  a  parenthesis,  with  such  terms 
as  'hard-hearted  Mallhusianism';  as  if  it  were  nut  a  thousand  times 
more  hard-hearted  to  tell  human  beings  that  the)- may,  than  that  they 
may  not,  call  into  existence  swarms  of  creatures  who  are  sure  to  be  miser- 
able, and  mos:  likely  to  he  depraved ;  and  forgetting  th-it  the  conduct, 
whicli  it  is  reckoned  so  cruel  to  disapprove,  is  a  degrading  slavery  to  a 
brute  instinct  in  one  of  Ihc  persons  conccit\cA,  mi  Ycvi'aX  c't>'cwTO«T^f^"-TOL 
'e  otbctf  helpless  submission  to  a,  revoU'mg  aA>uw  ol  ■^w«w. 
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It  is  not  wonderful  that  the  working'  classes  themselves  should  chcriih 
error  on  this  subject.  They  obey  a  common  propensity,  in  laying  the 
blame  of  their  misfortunes,  and  the  responsibihly  of  providing  remedies, 
on  any  shoulders  but  their  ovvn.  Tliey  jmist  be  above  the  average  level 
of  humanity  if  they  chose  the  more  disagreeable  opinion,  when  nearly  all 
their  professed  teachers,  both  in  their  own  and  in  every  other  class,  either 
sUenlly  reject  or  noisily  declaim  against  it.  The  true  theory  of  the  causes 
of  poverty  seems  to  answer  nobody's  peculiar  purpose.  Those  who  share 
the  growing  and  certainty  well-grounded  discontent  wiili  the  place  filled 
and  the  part  performed  in  society  by  what  are  called  the  higher  classes, 
seem  to  think  that  acknowledging  the  necessary  dependence  of  wages  on 
population  is  removing  some  blame  from  those  classes,  and  acquitting 
them  at  the  bar  of  public  opinion  for  daing  so  little  for  the  people  ;  as  if 
anything  they  could  do,  either  in  their  preieot  relation  to  them  or  in  any 
other,  could  be  of  permanent  use  to  the  people  in  their  material  interests, 
unless  grounded  on  a  recognition  of  all  the  facts  on  which  their  condition 
depends.  To  this  class  of  opponents,  the  accidents  of  personal  politics 
have  latterly  added  nearly  the  whole  effective  literary  strength  of  the 
party  who  proclaim  themselves  Conservative  of  existing  social  arrange- 
ments. Any  one  with  whom  the  cause  of  the  poor  is  a  principle,  and  not 
ft  pretence,  or  a  mere  freak  of  sensibility,  must  contemplate  with  un- 
feigned bitterness  the  conduct,  during  ten  important  years,  of  a  large 
portion  of  the  Tory  party,  including  nearly  all  its  popular  organs ;  who 
have  studiously  fostered  the  prejudices  and  inflamed  the  passions  of  the 
democracy,  on  the  points  on  which  democratic  opinion  15  most  liable  to 
be  dangerously  wrong,  for  the  paltry  advantage  of  turning  into  a  handle 
of  popular dedamai ion  against  their  Whig  rivals  an  enactment  most 
salutary  in  principle,  in  which  their  own  party  had  concurred,  but  of 
which  those  rivals  were  almost  accidentally  the  nominal  auihars. 

So  long  as  mankind  remained  in  a  semi -barbarous  state,  with  the  in- 
dolence and  the  few  wants  of  the  savage,  it  probably  was  not  desirable 
that  population  should  be  restrained  ;  the  pressure  of  physical  want  may 
have  been  a  necess,iry  slimuhis,  in  that  stage  of  the  human  mind,  lo  the 
exertion  of  labour  and  ingenuity  required  for  accomplishing  that  greatest 
of  atl  past  changes  in  human  modes  of  existence,  by  which  industrial  life 
attained  predominance  over  the  hunting,  the  pastoral,  and  the  military  or 
predatory  state.  Want,  in  that  age  of  tlie  world,  had  its  uses,  as  even 
slavery  had  ;  and  there  may  be  comers  of  the  earth  where  those  uses  are 
not  yet  superseded,  though  they  might  easily  be  so  were  a  helpirg  hand 
held  out  by  more  civilized  communities.  But  in  Europe  the  time,  if  it 
ever  existed,  is  long  past,  when  a  life  of  privation  had  the  smallest 
tendency  to  make  men  either  better  workmen  or  more  civilized  beings. 
It  is,  on  the  contrary,  evident,  that  If  the  agricultural  labourers  were 
better  off,  they  would  both  work  more  efficiently,  and  be  better  citizens. 
I  askr  then,  is  it  true,  or  not,  that  if  their  numbers  were  fewer,  they  would 
obtain  higher  wages  i  This  is  the  question,  and  no  other  :  and  it  is  idle 
to  divert  attention  from  it,  by  attacking  any  incidental  position  of  Malthus 
or  some  other  writer,  and  pretending  that  to  refute  that,  is  lo  disprove  the 
principle  of  population.  Some>  for  instance,  have  achieved  an  easy 
victory  over  a  passing  remark  of  Mr.  Mallhus.  luizarded  chiefly  by  way 
of  illustration,  that  the  increase  of  food  m.iy  perhaps  be  assumed  to  take 
place  in  an  arithmetical  ratio,  while  population  increases  in  a  geometrical: 
when  every  c^tndid  reader  knows  ihaX  Mr,  Malttius  laid  no  stress  on  this 
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unlucky  attempt  to  give  numerical  precision  to  things  which  do  not  admit 
of  it,  and  every  person  capable  of  reasoning  must  see  that  it  is  wholly 
superfluous  to  liis  argument.  Others  have  laid  immense  stress  upon  a 
correction  which  more  recent  political  economists  have  made  in  the  mere 
language  of  the  earlier  followers  of  Mr.  Malthus.  Several  writers  had 
said  that  it  is  the  tendency  of  population  to  ina-ease  fasUr  than  the  means 
of  subsistence.  The  assertion  was  true  in  the  sense  in  which  they  meant 
it,  namely,  that  population  would  in  mast  circumstances  increase  faster 
than  the  means  of  subsistence,  if  it  were  not  checked  either  by  mortality 
or  by  prudence.  But  inasmuch  as  these  checks  act  with  unequal  force  at 
different  times  and  places,  it  was  possible  to  interpret  the  language  ol 
these  ^vntera  as  if  they  had  meant  that  population  is  usually  gaming 
ground  upon  subsistence,  and  the  poverty  of  the  people  becoming  greater. 
Under  this  inlerpretation  of  their  meanmg,  it  was  urged  that  the  reverse 
is  the  truth  :  that  as  civilization  adi'ances,  the  prudential  check  tends  to 
become  stronger,  and  population  to  slacken  its  rate  of  increase,  relatively 
to  subsistence  ;  and  tljat  it  is  an  error  to  maintain  that  population,  iu  any 
improviog  community,  tends  to  increase  faster  than,  or  even  so  fast  as, 
auusistence.  The  word  tendency  is  here  used  in  a  totally  different  sense 
from  that  of  the  writers  who  alllnned  the  proposition  :  but  waving  the 
verbal  qucstioti,  is  it  not  allowed  on  bpth  sides,  that  in  old  countries 
population  presses  too  closely  upon  the  means  of  subsistence  ?  And 
although  its.  pressure  diminishes,  the  more  the  ideas  and  habits  of  the 
poorest  class  of  labourers  can  be  improved,  to  which  it  is  to  be  hoped 
that  there  is  always  some  tendency  in  a  progressive  country,  yet  since 
that  tendency  has  hitherto  been,  and  still  is,  extremely  faint,  and  (to 
descend  to  particulars)  has  not  yet  extended  to  giving  to  the  Wiltshire 
labourers  higher  wages  tlian  eight  shillings  a  week,  the  only  thing  which 
it  is  necessary  to  consider  is,  whether  that  is  a  sufficient  and  suitable 
provision  for  a  labourer ;  for  if  not,  population  does,  as  an  existing  fact, 
bear  too  great  a  proportion  to  the  means  of  subsistence ;  and  whether  it 
pressed  stUl  harder  or  not  quite  so  hard  at  some  former  period,  is  prac- 
tically of  no  moment,  except  that,  if  the  ratio  is  an  improving  one,  there 
is  the  better  hope  that  by  proper  aids  and  encouragements  it  may  be 
made  to  improve  more  and  faster. 

It  is  not,  however,  against  reason,  that  the  argument  on  this  subject  has 
to  struggle  ;  but  against  a  feeling  of  dislike,  which  will  only  reconcile 
itself  to  the  unwelcome  truth  when  every  device  is  exhausted  by  which 
the  recognition  of  that  trath  can  be  evaded.  It  is  necessary,  therefore,  to 
enter  into  a  detailed  examination  of  these  devicea,  and  to  force  every 
position  which  is  taken  up  by  the  enemies  of  the  population  principle,  in 
their  detennination  to  find  some  refuge  for  the  labourer,  some  plausible 
means  of  improving  his  condition,  without  requiring  the  exercise,  either 
,  enforced  or  voluntary,  of  any  rclf-iestraint,  or  any  greater'  control  than  at 
present  over  the  animal  power  of  mtUlipli cation.  This  will  be  the  object 
of  the  next  chapter.        


CHAPTER  XII, 

OP  POPULAR  KKMElJlES   FOR  LOW  WAGES. 

§  1.  The  simplest  expedient  which  can  be  imagined  for  keeping  the 
wages  of  labour  up  to  the  dcsinible  point,  would  be  to  fix  ihcm  by  law : 
and  this  is  virtually  the  object  aimed  at  in  a  variety  of  plans  which  have 
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at  cliiTerent  limes  been,  or  still  arc,  current,  for  remodelling  the  relation 
belween  labourers  and  employers.  No  onft  probably  ever  suggesled  that 
f-wa.?es  should  be  absolutely  fixed  ;  since  the  interests  of  all  ctiiKerned 
often  require  that  they  should  bevariuble;  but  some  h.ivc  proposed  to 
fix  a  minimum  of  wajjcsj  leaving  the  variations  above  that  point  to  bo 
adjusted  by  compelition,  Atintlier  plan,  which  has  fnimd  many  advocates 
among  the  leaders  of  the  operatives,  is  that  councils  should  be  formed, 
which  in  England  have  been  called  local  hoards  of  trade,  in  France, 
*coDseils  dc  prud'honimcs,'  and  other  names:  consisting  of  delegates 
from  Itie  workpeople  and  fruiu  the  employers,  who,  meeting  in  fair 
confci-ence,  should  agree  upon  a  rate  of  wages,  and  pronuilgate  it  frotii 
authority,  to  be  binding'  generally  on  employers  and  workmen;  the 
pround  of  decision  being,  not  the  state  of  the  Jabour-mark-et,  but  natural 
equity ;  to  provide  lliat  the  workmen  shall  have  reasonable  wages,  and 
th>e  capilalist  reasonable  prolits. 

Others  again  (but  these  arc  rather  philanthropists  interestinjf  them- 
selves for  the  labouring  classes,  than  the  labouring  people  ihcinselvesjare 
shy  of  admi  tting  the  interference  of  authority  in  contracts  for  labour ;  they 
fear  that  if  law  intervened,  jl  would  intervene  rashly  and  ignoramly  ;  they 
are  convinced  that  two  parties,  *ith  opposite  interests,  nttcmpting  to 
adjust  those  interests  by  negotiation  thioiigh  their  repiesentalives  on 
principles  of  equity,  when  no  rule  could  be  laid  down  to  detrrmine  what 
was  equitable,  would  merely  exasperate  their  ditTerences  instead  of  healing 
them  ;  but  what  it  is  useless  to  attempt  by  the  legal  sanction,  these  persons 
desiru  to  compass  by  the  moral.  Every  employer,  they  think,  w/^/;/  lo 
give  sufficic'ii  wages  ;  and  if  he  does  it  not  willingly,  should  be  compelled 
to  do  it  by  gencnil  opinion  ;  the  test  of  sufficient  wa^'cs  being  their  awn 
fcclini's,  or  what  they  suppose  to  be  those  of  the  public.  This  is  I  think, 
a  fair  representation  of  a  considcr-lble  body  of  existing  opinion  on  the 
subject. 

1  desire  to  confine  ray  remarks  to  the  principle  involved  in  all  these 
s'Jg&'e&lions,  without  taking  into  account  practical  difficulties,  serious  as 
these  must  at  once  be  seen  to  be.  I  shall  suppose  that  by  one  or  other  of 
these  rnntrivances,  wages  could  be  kept  above  the  point  lo  which  they 
wmild  be  brought  by  competition.  This  is  as  much  as  to  say,  above  the 
highest  rate  which  can  be  aftbrdcd  by  the  existing  capital,  consistently 
with  employing  all  the  latiourers.  For  it  is  a  mistake  to  suppose  that 
competition  merely  keeps  do^m  wages.  It  Is  equally  the  means  by  which 
they  arc  kept  up.  \Vhen  there  arc  any  labourers  unemployed,  these, 
unless  maintained  by  charity,  bcxoine  competitors  for  hire,  and  wages 
fall  ;  but  when  all  who  were  out  of  work  have  found  employment,  wages 
will  not,  under  the  freest  system  of  competition,  fall  lower.  There  are 
strange  notions  adoat  concerning  the  nature  of  competition.  Some 
people  seem  to  imagine  that  its  cflcrt  is  something  indefinite ;  that  4he 
competition  of  sellers  may  lower  prices,  and  the  competition  of  labourers 
may  lower  wages,  down  to  zero,  or  some  unassignable  minimum.  Nathinij 
can  be  more  unfounded.  Goods  can  only  be  lowered  in  price  by  competi- 
tion, to  the  puint  vvhith  c;d!s  forth  buyers  sufiicient  to  take  them  oflf;  and 
wages  can  only  be  lowered  by  competition  until  room  is  made  lo  admit 
all  the  labourers  lo  a  sh.^re  in  the  distribution  of  the  wages-ftuid.  If  they 
>&//  be!nw  this  point,  a  portion  of  capital  would  remain  utieinployed  for 
n-an:  of  labourers  ;  n  counter- com  petition  wouVd  covnmctww  on  the  side  o( 
C'tjj/t.i/isiSf  and  n-a^es  would  rise, 
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Since,  therefore,  tbe  rata  of  wages  which  resuJls  from  conipelition  dis- 
tributes the  whole  waycs-fund  among  the  whole  labountig  population  ;  it 
law  or  opinion  succeeds  in  fixing  wages  above  this  rate,  some  labourers 
are  kept  out  of  employment ;  and  as  it  is  not  the  intention  of  ilie  philan- 
thropists that  these  should  starve,  they  must  be  provided  for  by  a  forced 
increase  of  the  wages-fund  :  by  .1  compulsoiy  savmg'.  It  is  noUiing  to  fix 
a  ininitnum  of  wages,  unless  there  be  a  pruvisioii  that  work,  or  wages  nl 
least,  be  found  for  all  ivlio  apply  for  it.  This,  accordingly,  15  always  part 
of  the  scheme ;  and  is  consistent  with  the  ideas  of  more  people  Uiftn 
would  approve  of  either  a  legal  or  a  moral  minimum  of  wafe'ca.  Popular 
sentiment  looks  upan  it  as  the  duty  of  the  rich,  or  of  the  state,  lo  find 
employment  for  all  the  poor.  If  the  moral  iniluence  of  opinion  does  not 
Induce  the  rich  lo  spare  from  Llieir  consumplior  enough  to  set  all  the  poor 
to  work  at  'reasonable  wages,'  it  is  supposed  to  be  incumbent  on  the  state 
to  lay  on  taxes  for  the  piirpose,  either  by  local  rates  or  votes  of  public 
money.  The  proportion  between  laboi:r  and  the  wages-fund  would  thus 
be  modified  to  the  advanta^jc  of  the  labourers,  not  by  restriction  of  popula- 
tion, but  by  an  increase  of  capital. 

§  2.  If  this  claim  on  society  could  be  limited  to  the  existing  genera- 
tion ;  if  nothing  more  were  necessary  than  a  compulsory  accumulation, 
sufficient  to  provide  pennnnent  employment  at  ample  wages  for  the 
txisling  numbers  of  the  people  ;  such  a  proposition  would  have  no  more 
strenuous  supporter  than  myself.  Society  mainly  consists  of  those  who 
live  by  bodily  labour ;  and  if  society,  that  is,  if  the  labourers,  lend  ihcir 
physical  force  to  protect  individuals  in  the  enjoyment  of  superfluities,  ihey 
are  entitled  to  <!o  so,  and  have  always  done  so,  with  the  resen-atinn  of  a 
power  to  tax  tliose  superfluities  for  purposes  of  public  utility :  among- 
which  purposes  the  subsistence  of  the  people  is  the  foremost.  Since  no 
one  is  responsible  for  having  been  born,  no  pecuniary  sacrifice  is  loo 
great  to  be  made  by  those  ivho  have  more  than  enough,  for  the  purpose 
of  Securing  enough  to  jdl  persons  already  In  existence. 

Rut  it  is  another  thing  altogether,  when  those  who  have  produced  and 
ccumulated  are  called  upon  to  abstain  from  consuming"  until  they  h.-wc 
iven  food  and  clothing-,  not  only  to  all  who  now  exist,  but  to  all  whom 
these  or  their  descendants  may  think  (it  to  call  into  existence.  Such  an 
obligation  acknowledged  and  acted  upon,  would  suspend  all  checks,  both 
positive  and  preventive;  there  would  be  nothing  to  hinder  population 
from  starting'  for\vard  at  its  rapidest  late  ;  and  as  the  natural  mcrcaae  at 
capital  would,  at  the  bes*:,  not  be  more  rapid  than  before,  taxation,  to 
make  up  the  growing  deficiency,  must  advance  with  the  same  gigantic 
strides.  The  attempt  would  of  course  be  made  to  exact  labour  in 
exchange  for  support.  But  experience  has  shown  the  sort  of  work  to  be 
expected  from  rCLipienis  nf  puhlic  charily.  When  the  pay  is  not  giveA 
for  the  sake  of  the  work,  but  the  work  found  for  the  sake  of  the  pay,  in- 
efficiency is  a  matter  of  certainty  :  to  extract  real  work  from  day-labourers 
without  the  power  of  dismissal,  is  only  practicable  b)r  the  power  of  the 
lash.  It  is  conceivable,  doubtless,  that  this  objection  might  be  got 
over.  The  fund  raised  by  taxation  might  be  spread  over  the  labour  ■ 
market  generally,  as  seems  to  be  inlcndea  by  the  supporters  of  the  dtvz't 
mt  frat-iu!  in  France  ;  without  giving  to  any  unemployed  labourer  a  right 
to  demand  sujiport,  in  a  particular  place  or  from  a  \ia.rucMVw  ti.ut.'CvQ'ft'A.vi . 
The  ;;oivc/-  of  dtsmlssa),  as  regards  inii'mduai  V.v\«iviTtts,  Niitivi\6i,  -^w^. 

3sm;  Me^oi-eranicjit  only  undertaking;  to  creaVt  s.A'iii'vX'^'KaX  ww^-av 
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ment  when  there  was  a  deficiency,  and  resen-ing^  like  other  employers, 
the  choice  of  its  own  workpeople.  But  let  them  work  ever  so  efficiently, 
the  increasing  pojiulation  could  not,  as  we  have  so  often  sliown,  increase 
the  produce  proportionally  :  the  surplus  after  all  were  fed  would  bear  a 
less  and  less  proportion  to  the  whole  produce  ind  to  the  population  :  and 
the  increase  of  people  going'  on  in  a  constant  ratio,  while  the  increase 
of  produce  went  on  in  a  diminishing  ratio,  the  surplus  would  in  time 
be  wholly  absorbed  ;  taxauon  for  the  support  of  llic  poor  would 
engross  the  whole  income  of  the  country  ;  the  payers  and  the  receivers 
•would  be  melted  down  into  one  mass.  The  check  to  pupulation  either  by 
death  or  prudence,  could  nor  then  be  staved  off  any  longer,  but  must 
come  into  operation  suddenly  and  at  once ;  everything  which  places 
nLiukind  above  a  nest  of  ants  or  a  colony  of  beavers,  having  peiished  in 
the  intei"v.i!. 

These  consequences  have  been  so  often  and  so  clearly  pointed  out  by 
celebrated  authors,  in  writings  known  and  accessible,  that  ignorance  of 
them  on  the  part  of  educated  persons  is  no  lonycr  pardonable.  It  is 
doubly  discreuitable  in  ;my  person  setting  up  for  a  public  teacher,  to 
ignore  these  considerations  ;  to  dismiss  ihcm  silcntlyj  and  discuss  or  de- 
claim on  wages  and  poor-laws,  not  as  if  these  arguments  could  be  refuted, 
but  as  if  they  did  not  exist.  Vet  such  has  been  the  tone  of  popular  and 
newspaper  discussion  for  some  years  past. 

Everyone  has  a  right  to  live.  We  will  suppose  this  granted.  But  no 
one  has  a  right  to  bring  creatures  into  life,  to  be  supported  by  other 
people.  Whoever  means  to  stand  upon  the  first  of  these  rights  must 
renounce  all  pretension  to  the  last.  If  a  man  cannot  support  even  him- 
self unless  others  help  him,  those  others  are  entitled  to  say  that  Ihey  do 
not  also  undertake  the  support  of  all  the  offspring  which  it  is  physically 
possible  for  him  to  summon  into  the  world.  Yet  there  are  abundance  of 
writers  and  public  speakers,  including  many  of  most  ostentatious  preten- 
sions to  hi^li  feeling,  whose  views  of  life  are  so  truly  brutish,  that  they 
see  hardship  in  preventing  paupers  from  breeding  hereditary  paupers  in 
the  very  workhouse  itself.  Posterity  will  one  day  ask  with  astonishment,, 
what  sort  of  people  it  could  be  among  whom  such  preachers  coidd  find 
proselytes. 

It  is  conceivable  tliat  the  stale  might  guarantee  employment  at  ample 
wages  to  all  who  are  born.  Hut  if  it  does  this,  it  is  bound  in  self-prolec- 
tion^  and  for  the  sake  of  every  purptjse  for  wJiich  government  exists,  to 
provide  that  no  person  sh.ill  be  bom  without  its  consent.  If  the  ordinary 
and  natural  motives  to  self-restraint  are  removed,  others  must  be  sub- 
stituted. Restrictions  on  marriage,  at  least  equivalent  to  those  existing 
in  some  of  the  Gennan  States,  or  severe  penalties  on  those  who  have 
children  when  unable  to  support  Ihcm,  would  then  be  indispensable. 
Society  may  feed  the  necessitous,  if  it  takes  their  multiplication  under 
its  control  ;  or  it  may  leave  the  last  to  their  discretion,  if  it  abandons  the 
first  to  their  own  care.  But  it  cannot  t.^ke  half  of  the  one  course,  and 
half  of  the  other.  Let  it  choose  that,  which  circumstances  or  the  public 
sentiment  rentier  most  expedient.  But  it  cannot  with  impunity  take  tbo 
feeding  upon  itself,  and  k-avc  the  multiplying  free. 

To  give  profusely  to  the  people,  whether  under  the  name  of  charity  or 

of  employment,  without  placing  them  under  such  influences  thai  pnidential 

motives  shall  act  powerfully  upon  them,  is  to  lavish  the  means  of  bencfit- 

1^  mankind,  without  attaining  the  object.     Leave  the  people  in  a  aitua* 


m  m  w1]!ch  tlieir  coaditiou  manifestly  dejiends  upon  their  numbers,  and 
tlie  greatest  permanent  benefit  may  be  derived  from  any  sacrifice  mada 
to  improve  the  physical  well-being  of  the  present  jjeneratlon,  and  raise, 
by  thai  means,  the  habits  of  their  children.  Bui  remove  the  regulation 
of  their  -wages  from  tlieir  own  control ;  guarantee  them  a  certain  pay- 
ment either  by  law,  or  by  the  feeling  of  the  community  ;  and  no  amount 
of  comfort  that  ynu  can  give  them  will  make  either  them  or  their 
descendants  look  to  their  own  self-restraint  as  the  proper  means  for  pre- 
serving them  in  that  state.  You  will  only  make  them  indignantly  claim 
the  continuance  of  your  guarantee)  to  Ihansclves  and  tlieir  full  coiiiple- 
menc  of  possible  posterity. 

On  these  grounds  some  writers  have  aUogelher  condemned  the 
English  poor-law,  and  any  system  of  relief  to  the  able-bodied,  at  lea&t 
when  iincombincd  with  systematic  leg-al  precaution  against  over-popula- 
tion. The  famous  Act  of  43  EUiabeth  undertakes,  on  the  part  of  the 
public,  to  provide  work  and  wages  for  all  the  destitute  able-bodied  :  and 
there  is  little  doubt  that  if  the  intent  of  that  Act  had  been  fully  carried  out, 
land  no  means  had  been  adopted  by  the  administrators  of  relief  to  neuiraliic 
its  natural  tendencies,  the  poor-rate  would  by  this  time  have  absorbed 
the  whole  net  produce  of  the  land  and  labour  of  the  countrj*.  It  is  not 
at  all  surprisin^'^,  therefore,  that  Mr.  Mahhus  and  others  should  at  first  have 
concluded  against  ail  pooi  -laws  ivhatever.  It  reqiiired[mucb  experience  and 
careful  examination  of  dilTerent  modes  of  poor-law  management,  to  give 
assurance  that  the  admission  of  an  absolute  right  to  be  supported  at  the 
cost  of  other  people,  could  exist  in  law  and  in  fact,  without  fatally  relaxing 
the  springs  of  industry  and  the  restraints  of  piudence.  This,  however, 
was  fully  substantiated,  by  the  investigations  of  the  original  Poor  Law 
Commissioners.  Hostile  as  they  are  unjustly  accused  of  being  to  the 
principle  of  legal  reliief,  they  are  the  first  who  fully  proved  the  com- 
patibility of  any  Poor  Law,  in  which  a  r^ight  to  relief  was  reco^ised,  with 
the  permanent  interests  of  the  labouring  class  and  of  posterity.  Hy  a 
collation  of  facts,  experimentally  ascertained  in  parishes  scattered 
throughout  England,  it  was  shown  that  the  guarantee  of  support  could  be 
freed  from  its  injurious  eflects  upon  the  minds  and  habits  of  the  people, 
if  the  relief,  though  ample  in  respect  to  necessaries,  was  accompanied 
with  conditions  which  they  disliked,  consisting  of  some  restraints  on  their 
freedom,  and  the  privation  of  certain  indulgences.  Under  this  proviso,  it 
may  be  regarded  as  irrevocably  established,  that  the  fate  of  no  member 
of  the  community  needs  be  abandoned  to  chance  ;  that  society  can  and 
therefore  ought  to  ensure  every  individual  belonging  to  it  against  the 
extreme  of  want ;  that  the  condition  even  of  those  on  the  lowest  step  of 
the  social  ladderj  needs  not  be  one  of  physical  suffering,  or  the  dread  of  it, 
but  only  of  restricted  Indulgence,  and  enforced  rigidity  of  discipline.  This 
is  surety  something  gained  for  hununity,  important  in  itself,  and  still 
more  so  as  a  step  to  something  beyoi^d  ;  and  humanity  has  no  worse 
enemies  than  those  who  lend  themselves,  either  knowingly  or  uninten- 
tionally, to  bring  ijdium  on  this  law,  or  on  the  principles  in  which  it 
originated. 

§3.  Next  to  the  attempts  to  regulate  wages,  and  provide  artiricially 
that  all  who  are  willing  10  work  shall  receive  an  adequate  price  for  their 
labour,  we  have  lo  consider  another  class  of  popular  remedies,  which  do 
not  profess  to  interfere  wiili  freedom  of  contnict  ;  which  allow  wages  to 
be  what  the  competition  of  the  ibarkct  makes  them,  but,  when  ihey  arc 
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consklcrcd  insufficient,  endeavour  by  some  sabsidlary  resource  to  niritce 
up  to  ihe  labourers  for  ihc  inBufficiency.    Of  this  n.aturc  was  the  expedient 
[resorted  to  by  parish  authorities  during  thirty  or  forty  years  previous  to 
]l834,  generally  knoi.vn  as  the  Allowjuicc  System.  This  was  first  introducctJ, 
when,  through  a  succession  of  bad  seasons,  anil  consequent  hij;b  prices  of 
['footl,  (^e  vvag^es  of  labour  Ii.id  become  inadequate  to  afiord  to  the  families 
of  the  agrinjliural  labourers  the  degree  of  support  lo  which  Ihcy  had  been 
accustomed.    Scntimcnis  of  bumanity,  joined  with  the  idea  then  incul- 
cated in  hish  quarters,  that  people  ought  not  to  he  allowed  lo  suffer  for 
having  cnriclied  their  country  with  a  multitude  of  inhabitants,  induced  the 
magistrates  of  the  rural  distrins  to  rnmmenre  givingf  parish  relief  lo 
persons  already  in  prJiatc  employment :  and  when  the  practice  had  once 
leen  sanctioned,  the  immediate  interests  of  the  farmers,  whom  it  enabled 
|to  throw  part  of  the  support  of  their  Uibourcrs  upon  ihc  other  inhabitants 
of  the  parish,  led  to  a  great  and  rapid  extension  of  it.     The  principle  of 
this  scheme  being  avowedly  that  of  adapting  the  means  of  every  family  to 
its  necessities,  it  was  a  natural  corollary  that  more  should  be  civen  to  the 
married  than  to  the  single,  and  to  those  who  had  large  families  than  to 
those  who  had  not ;  in  fact,  an  allow.^nce  was  usually  granted  for  every 
child.     So  direct  and  positive  an  encouragement   to  population  is  not, 
however,  inseparable  from  the  scheme :  the  atltiwance  in  aid  of  wages 
.might  be  3  fixed  thing,  given  to  all  labourers  alike,  and  as  this  is  the  least 
[objectionable  form  which  lljc  system  can  assume,  we  will  give  it  the 
[■benefit  of  the  supposition. 

It  is  obvious  itiat  this  is  merely  another  mode  of  fixing  a  minimum  of 
■wages,  no  otherwise  differing  from  the  direct  mode,  than  in  allowing  the 
employer  to  buy  the  labour  at  its  market  price,  ths  differcnrc  being  made 
up  to  the  labourer  from  a  public  fund.  The  one  kind  of  guarantee  is  open 
to  all  the  objections  which  have  been  urged  against  tlic  other.  It  promises 
to  the  labourers  iliai  they  shall  all  have  a  certain  anmunt  of  wages,  how- 
ever numerous  they  may  he  :  .and  removes,  therefore,  alike  the  positive 
and  the  prudential  obstacles  to  an  unlimited  increase.  Uut  besides  the 
[Objections  common  to  all  attempts  to  rcguTate  wages  without  regulating 
"Wpulalion,  the  allowance  system  has  a  peculiar  absurdity  of  its  own. 
This  is,  that  it  mevilably  takes  fiom  wages  with  one  hand  what  it  adds  to 
them  with  tho  olher.  There  is  a  ratcof  wages,  either  the  lowest  on  which 
the  people  can,  or  the  lowest  on  which  they  will  consent  to,  live.  We  will 
I  suppose  this  to  be  seven  shillings  a- week.  Shocked  at  the  wretchedness 
of  this  pillance,  the  parish  authorities  humanely  make  it  up  to  ten.  Rut 
the  labourers  are  accustomed  to  seven,  and  though  they  would  gladly 
have  more,  will  live  on  that  (as  the  fact  proves)  rather  than  restrain  the 
instinct  of  multiplication.  Their  habits  will  not  be  altered  for  the  better 
by  giving  them  parlbti  pay.  Receiving  three  shillings  from  the  parish, 
they  will  be  as  well  off  asoefore,  though  they  should  increase  suffiriently 
to  bring  down  wages  to  four  shillings.  They  will  accordingly  people 
down  to  that  point ;  or  perhaps,  without  waiting  for  an  increase  of 
numbers,  there  are  unemployed  labourers  enough  in  Ihe  workhouse  to 

Sroduce  the  effect  at  once.     It  is  well  known,  that  the  allowance  system 
id  practically  operate  in  the  mode  described, and  thattinrier  its  infiiiencc 
I  wages  sank  to  a  lower  rate  than  had  been  known  in  England  before. 
^iJtmng  the  last  century,  under  a  rather  rigid  administration  of  the  poor 
'  laws,  population  increased  slowly,  and  agrictiliural  wages  were  constdcr- 
fcbly  above  the  starvation  point.    Unde;  tlic  allowance  system  the  pcopla 
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Increased  so  fast,  and  wag^cs  sank  so  low,  that  with  wages  and  allowance 
together,  families  were  worse  off  than  they  had  been  before  with  wagfcs 
alnnc  When  tbe  labourer  depends  solely  on  wages,  there  ts  an  absolute 
minimum.  Anything  less  than  what  will  absolutely  support  him  he  will 
not  take,  for  if  he  is  to  slfirve,  he  may  a3  well  do  so  without  working  as 
•with  it.  But  if  the  deficiency  is  to  be  made  up  by  a  forced  contribution 
lom  all  who  have  anythiny  to  give,  wage?  may  fall  below  starvation 
poin^  ;  they  may  fall  almost  lo  zero.  This  deplorable  system,  wnvse  than 
any  other  form  of  poor  law  abuse  yet  invented,  inasmuch  as  it  pauperizes 
not  merely  the  unemployed  part  of  the  population  but  the  whole,  has 
now  been  abolished,  and  of  this  one  abuse  at  least  it  may  be  said 
thai  nobody  professes  lo  wish  for  its  revival.  Even  the  agitators  against 
the  New  Poor  Law  have  hitheito  stopped  short  of  patronizing  the 
Allowance  System. 

§  4.  But  while  this  is  (it  is  lo  be  hoped)  cxplbdcd,  there  is  another 
mode  of  relief  in  aid  of  wages,  which  is  at  the  height  of  popularity  ;  a 
mode  greatly  preferable,  morally  and  socially,  to  parish  allowance,  but 
tending,  it  is  to  be  feared,  to  a  very  similar  ccononiicil  result :  I  mean  the 
much  boasted  Allotment  System.  This,  too,  is  a  contrivance  to  compen- 
sate the  labourer  for  the  insuliiciency  of  his  wages,  by  giving  him  some* 
thing  else  as  a  supplement  to  them  ;  but  instead  of  having  them  made  up 
from  the  poor  rate,  he  is  enabled  to  make  ibera  up  for  himself,  by  renting 
a  small  piece  of  ground,  which  he  cidtivatcs  like  a  garden  by  spade 
labour,  raising  potatoes  and  other  vegetables  for  home  consumption,  with 
perhaps  some  additional  quantity  for  sale.  If  he  hires  the  ground  ready 
mannred,  he  sometimes  pays  for  it  as  his:h  a  rate  as  eiyht  pounds  an  acre  : 
but  getting  his  own  labour  and  that  of  his  family  for  nmthmg  he  is  able  to 
gain  several  pounds  by  it  even  at  so  high  a  rent.*  Th2  patrons  of  the 
system  make  it  a  j-reat  point  that  tbc  allotment  shall  be  in  aid  of  wages, 
and  not  a  substitute  for  thcin  ;  that  it  »hall  not  be  such  as  a  labourer  ca:i 
live  on,  but  only  sufficient  lo  occupy  llic  spare  hours  and  days  of  a  man 
in  tolerably  regular  agricultural  employment,  with  as?.istance  from  his 
wife  and  children.  They  usually  limit  the  extent  of  a  single  allotment  to 
a  cjuarter,  or  something  between  a  quarter  and  half  an  acre.  Uit  exceeds 
this,  without  being  enough  to  occupy  him  emirelyj  it  will  make  him,  they 
say,  a  bad  and  uncertain  workman  for  hire  :  if  it  15  sufTicieni  lo  lake  him 
entirely  out  of  the  class  of  hired  labourers,  and  to  become  his  sole  means 
of  subsistence,  it  will  make  him  an  Irish  cottier ;  for  which  assertion, 
at  the  enormous  rents  usually  demanded,  there  is  some  foundation. 
But  in  their  precautions  against  cottierism,  these  well-meaning  persons 
do  not  perceive,  that  if  the  system  they  patronize  is  not  a  cottier 
system,  it  is,  in  essentials,  neither  more  nor  less  tlian  a  system  of 
conacre. 

There  is  no  doubt  a  material  diiVcrcnce  between  eking  out  insufficient 
wages  bv  a  fund  raised  by  tixation,  and  doing  the  same  thing  by  means 
which  makea  clear  addition  lo  the  yiuss  produce  of  the  counlrj-.  There 
is  also  a  difference  between  helping  a  l.ibourer  by  means  of  his  own 
industry,  and  subsidizing  him  in  a  mode  which  tends  to  make  him  careless 
and  idle.  On  both  these  poiots,  allotments  have  an  unquestionable 
advantage  over  paiish  allowaaces.     But  in  their  e0ect  on  wages  and 

•  Sec  Ihe  Evidence  onlhcjuhjcct  of  Alloloieats,  collected  by  thcCommiasfQneTS 
9C  Too:  Lnw  £nr[uiry. 
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popuhtion,  I  see  no  reason  wby  the  two  plans  should  substsnlially  diiHer. 
Ail  subsidies  in  aid  of  wages  enable  the  labourer  to  do  with  less  rcmune- 
ralion,  and  therefore  uUiniateij'  bring  down  the  price  of  labour  by  ihe  full 
amount,  unless  a  ch.ing^e  be  wrought  in  the  ideas  and  requirements  of  iha 
labfiurcr;  an  alteration  in  the  relative  value  which  he  sets  upon  the 
grdiilkation  of  his  instincts,  and  upon  (be  increase  t>£  his  comforts  and  the 
comforts  of  thost;  connected  willi  him.  That  any  sucli  change  in  his 
character  should  be  produced  by  the  allotment  system,  appear*  to  me  a 
thing  not  to  he  expected.  The  possession  of  land,  we  arc  sometimes  told^ 
renders  the  labourer  provident.  Property  in  land  docs  so  ;  or  what  ia 
equivalent  to  property,  occupation  on  fixed  terms  and  on  a  permanent 
leuurc.  But  mere  hinny  from  year  to  yeiir  was  never  fotmd  to  have  any 
such  eflecl.  Does  possession  of  land  render  the  Irishman  provident  ?  Tes- 
timonies, it  is  true,  abound,  and  I  do  not  seek  to  discredit  them,  of  the 
beneficial  change  produced  in  the  conduct  and  condition  of  labourers,  by 
rc<:civinK  allotments.  Such  an  cfTecl  is  to  be  expected  while  those  who 
hold  them  are  a  small  number  ;  a  privileged  dass,  having"  a  status  above 
the  common  level,  which  lliey  are  unwilling  to  lose.  They  are  also,  no 
doubt,  almost  always,  ori^-mally  a  select  class,  composed  of  the  most 
favourable  specimens  of  (lie  labouring  people :  which,  however,  is 
attended  with  the  inconvenience  that  the  persons  to  whom  the  system 
facilitAies  marrying  and  having  a  family,  are  precisely  those  who  u-ould 
otherwise  be  the  most  likely  to  practise  prudcnli.il  restraint.  AsafTecting 
the  general  condition  of  the  labouring-  class,  the  scheme,  as  it  seems  to 
me,  must  be  cither  nugatory  or  mischievous.  If  only  a  few  hibourers 
have  allotments,  they  arc  naturally  tliosc  who  could  do  best  without  ihcm, 
and  no  good  is  done  to  the  class  :  while,  if  the  system  were  general,  and 
every  or  almost  every  labourer  had  a.n  allotment,  I  believe  the  effect 
would  be  much  the  same  as  when  every  or  almost  every  labourer  had  an 
allowance  in  aid  df  wattes.  I  think  there  can  be  no  dnubt  that  if,  at  the 
end  of  the  last  century,  the  Allotment  instead  of  the  Allowance  system 
had  been  generally  adopted  in  England,  it  would  equally  have  brolcen 
down  the  pr.irtical  restraints  on  population  which  at  thai  time  did  really 
exist ;  population  would  have  etai-tcd  forward  exactly  as  in  fact  it  did ; 
and  in  twenty  years,  wages  plus  the  allotment  would  have  been,  as  wages 
plus  the  allowance  actually  were,  no  more  than  equal  to  the  former 
wages  without  any  allotment.  The  only  dilTerencc  in  favour  of  allot- 
ments would  have  been,  that  they  make  the  people  grow  their  own  poor 
rates. 

I  am  at  the  same  time  quite  teady  to  allov,  that  in  some  circumstances, 
the  possession  of  land  at  a  fair  rent,  even  without  ownership,  by  the 
generality  of  labourers  for  hire,  operates  as  a  cause  not  of  low,  but  of  high 
wages.  This,  however,  is  when  their  land  renders  them,  to  (he  extent  of 
actual  necessaries,  independent  of  the  market  for  labour.  There  is  the 
greatest  difference  between  the  position  of  people  who  live  by  wages,  with 
land  as  an  extra  resource,  and  of  people  who  can,  in  case  of  necessity, 
subsist  entirely  on  their  land,  and  only  work  for  hire  to  add  to  their  com- 
forts. Wages  are  likely  to  be  high  where  none  .are  compelled  by  necessity 
to  sell  their  labour.  'People  who  have  at  home  some  kind  of  property  to 
apply  their  laboiu:  to,  will  not  sell  their  labour  for  wages  that  do  not 
anord  them  a  better  diet  than  potatoes  and  niai/e,  although,  in  saving  for 
tlienisclves,  they  may  live  very  much  on  potatoes  and  malKc.  We  are 
afiea  surprised,  in  travelling  on  the  Coniinent,  to  hear  of  a  rate  of  day's 
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wapes  very  high,  considering  the  abundance  and  cheapness  of  food.  It  is 
want  of  the  necessity  or  inclination  to  take  work,  that  makes  day  labour 
scarce,  and,  considetir^  the  price  of  provisions,  dear,  in  many  pans  of  ihe 
Cominent,  Vliere  properly  in  laud  is  widely  diffused  amorig  tlie  people.' 
Thus  says  Mr.  Laing,*  and  his  remark  is  certainly  jusl.  Thcie  ate  parts 
of  ihe  Cominent  where,  even  of  the  inhabitants  of  the  towns,  scarcely  one 
seems  to  be  exclusively  dependent  on  his  ostensible  employment  ;  and 
nothing  else  can  explain  the  high  price  they  put  on  their  services,  and  the 
carelessness  they  evince  as  to  whether  they  are  employed  at  all.  But  the 
effect  wooild  be  far  different  if  their  land  or  other  resources  gave  ihem 
only  a  fraction  of  a  subsistence,  leaving^  ihem  under  an  undiminished 
necessity  of  selling  their  labour  for  wa^es  in  an  overstocked  market. 
Their  land  would  then  merely  enable  them  to  exist  on  smaller  wages,  and 
to  carry  their  muliiplication  so  much  the  further  before  reaching  the 
point  below  which  they  either  could  not,  or  would  not,  descend. 

To  the  view  I  have  taken  of  the  effect  of  allotments,  I  see  no  argument 
which  can  be  opposed,  but  that  employed  by  Mr.  Thornton,*  with  whom 
on  this  subject  I  am  at  issue.  His  defence  of  allotments  is  grounded  on 
the  general  principle,  that  ic  is  only  the  very  poor  who  multiply  without 
regard  10  consequences,  and  that  if  the  condition  of  the  exisimg  genera- 
tion could  be  greatly  itnpraved,  which  he  thinks  might  be  done  by  the 
allotment  system,  their  successors  would  grow  up  with  an  increased 
standard  of  requirements,  and  would  not  have  families  until  they  could 
keep  them  in  as  much  comfort  as  they  had  been  brought  up  in  themselves. 
1  agree  in  as  much  of  this  argument  as  goes  to  prove  that  a  sudden  and 
very  great  improvement  in  the  condition  of  the  poor,  has  always,  through 
its  effect  on  Iheir  habits  nf  life,  a  chance  of  becoming  permanent.  What 
happened  at  the  time  of  the  French  Revolution  is  an  example,  Hut  I 
cannot  think  that  the  addition  of  a  quarter  or  even  half  an  acre  to  every 
labourer's  cottage,  and  that  too  at  a  rack  rent,  would  (after  the  fail  of 
wages  which  would  be  necessary  to  absorb  the  already  existing  mass  of 
auper  labour)  make  so  great  a  difTerence  in  the  comforts  of  the  family 
or  a  generation  to  come,  as  to  raise  up  from  childhood  a  labouring 
population  with  a  really  higher  permanent  standard  of  requirements  and 
habits.  So  small  a  portion  of  land  could  only  be  made  a  permanent 
benelit,  by  holding  out  encouragements  to  acquire  by  industry  and  saving, 
the  means  of  buying  it  outright  :  a  permission  which,  if  extensively  made 
use  of,  would  be  a  Itind  of  education  in  forethought  and  frugality  10  the 
entire  class,  the  effects  of  which  might  not  cease  with  the  occasion.  The 
benefit  would  however  arise,  not  from  what  was  given,  but  from  what  they 
were  stimulated  to  acquire. 

No  remedies  for  low  wages  have  the  smallest  chance  of  being  efficacious, 
which  do  not  operate  on  and  through  the  minds  and  habits  of  the  people. 
While  these  are  unaffected,  any  contrivance,  even  if  successful,  for 
temporarily  improving  the  condition  of  the  very  poor,  would  but  let  slip 
the  reins  by  which  population  was  previously  curbed  ;  and  could  only, 
therefore,  contmue  to  produce  its  effect,  if,  by  the  whip  and  spur  of  taxa- 
tion, capital  were  compelled  to  follow  at  an  equally  accelerated  pace. 
Bui  this  process  could  not  possibly  continue  for  long  together,  and  when- 
ever it  stopped  it  would  leave  the  country  with  an  increased  number  of  the 
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irest  dnss,  and  a  diniini^lied  proportion  of  all  except  the  poorest,  or,  if 
h  continued  lonff  enougli,  with  none  at  al].  For  '  to  this  complexion  must 
come  al  last'  all  social  arrangements,  which  remove  ihe  natural  checks  to 
population  without  subsli tilting  any  others. 


■  CHAPTER  XIII. 

THE  REMEDIES   FOR  LOW  WAGES  FURTHER  CONSIDERED. 

§  I.  Bv  what  means,  then,  is  poverty  to  be  contended  ag-ainst  ?  How 
is  ibc  evil  of  low  wages  to  he  remedied  ?  If  the  expedients  usually  re- 
commended for  the  purpose  are  not  adapted   to  it,  can  no   otliers  be 

'ithoug'lit  of?  Is  the  problem  incapable  of  solution?  Can  political 
economy  do  nothinp,  but  only  object  to  everything;,  and  demonstrate  that 
nothing  can  be  done  f 

If  this  were  so,  political  economy  might  have  a  needful,  btit  would  have 
a  melancholy,  and  a  ihiniltless  insk.  If  (he  bulk  of  the  human  race 
Rre  always  to  remain  as  at  present,  slaves  lo  toil  in  which  ihey  Aavg  no 
interest,  and  therefore  fedria  interest— drudging^  from  early  morning  till 
laic  at  night  for  bare  neccss.-iries,  and  with  all  the  intellectii.il  and  moral 
deficiencies  which  tliat  implies — without  resources  either  in  mind   or 

» fee  lings— untaught,  for  they  ccmnot  be  better  taught  than  fed  ;  selfish,  for 
gII  their  thoughts  are  required  for  themselves  ;  without  interest  or  senti- 
ments as  citizens  and  members  of  society,  and  with  a  sense  of  injustice 
rankling  in  their  minds^  equally  for  what  they  have  not,  and  for  what 
others  have  ;  I  know  not  what  there  is  which  should  make  a  person  with 
any  capacity  or  reason,  concern  himself  about  the  destinies  of  the  human 
race.  There  would  be  no  wisdoin  for  any  one  but  in  extractinpr  from  life, 
with  Epicurean  indifference,  as  much  personal  satisfaction  for  himself  and 
ihose  with  whom  he  sympaliii/es,  as  it  can  yield  without  Injury  to  any  one, 
and  letting  the  unmeaning  bustle  of  so-called  civilized  existence  roll  by  un- 
heeded. But  there  is  no  ground  for  such  a  view  of  human  aAairs, 
Pm-erty,  hke  most  social  evils,  exists  because  men  follow  their  brute 
instincts  without  due  consideration.  But  society  is  possible,  precisely 
because  man  is  not  necessarily  a  brute.  Civilimtion  in  every  one  uf 
its  aspects  is  a  struggle  against  the  animal  instincts.  Over  some  even  of 
the  strongest  of  them,  it  has  shown  itself  capable  of  acquifing  abundant 
control.  It  has  artificializcd  large  portions  of  mankind  to  such  an 
extent,  that  of  many  of  their  most  natural  inclinations  they  have  scarcely 
a  vestige  or  a  reniembrancc  left  If  it  has  not  broujfhf  the  instinct  of  _ 
population  under  as  much  reslniint  as  is  needful,  we  must  remember  that 
It  has  never  seriously  tried.  What  efforts  it  has  made,  have  mostly  been 
in  the  contrary  direction.  Religion,  morality,  and  statesmanship  have  ■ 
vied  with  one  another  in  incitements  to  marriage,  and  to  the  multiplica- 
tion of  the  species,  so  it  be  but  in  wedlock.  Religion  has  not  even  yet 
discontinued  its  eucouragemenls.  The  Roman  Catholic  clergy  (of  any 
other  clergy  it  is  unnecessary  to  speak,  since  no  otlier  have  any  consider- 
able influence  over  the  poorer  classes)  everywhere  think  it  their  duty  to 
promote  marriage,  in  order  to  prevent  fornication.  There  is  still  in 
many  minds  a  strong  religious  prejudice  against  the  true  doctrine. 
The  rich,  provided  the  consequences  do  not  touch  themselves,  think  it 
impugns  the  wi^donv  of  rrovidente  to  suppose  that  misery  can  result 
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from  the  operation  of  a  natural  propensity ;  the  poor  think  that  '  God 
iiever  sends  mouths  but  He  sends  meat.'  No  one  would  guess  from 
the  language  of  either,  that  man  had  any  voice  or  choice  in  the  matter. 
So  complete  is  the  confusion  of  ideas  on  the  whole  subject ;  owing  in  a 
great  degree  to  the  mystery  in  which  tt  is  shrouded  by  a  spurious 
delicacy,  which  prefers  that  right  and  wrong  should  be  mismeasured  and 
confounded  on  one  of  the  subjects  most  momentous  10  human  welfareT 
rather  than  that  the  subject  should  be  freely  spoken  of  and  discussed. 
People  arc  little  aware  of  the  cost  to  mankind  of  thi^  scrupulosity  of 
Speech.  The  diseases  of  society  can,  no  more  than  corporal  maladies,  be 
prevented  or  cured  without  being  spoken  about  in  plain  langua^je.  All 
experience  shows  that  ihemassof  mankind  ne\'cr  judge  of  moral  questions 
for  themselves,  never  sec  anything  to  be  right  or  wrong  until  they  have 
been  frequently  told  it ;  and  who  tells  ihein  that  they  have  any  duties  in 
the  matter  in  question,  while  they  keep  within  matrimonial  limits  ?  Who 
meets  with  the  smallest  condemnation,  or  rather,  who  does  not  meet  with 
sympathy  and  benevolence,  for  any  amount  of  evil  which  he  may  have 
brought  upon  himself  and  those  dependent  on  him,  by  this  species  of  in- 
continence? While  a  man  who  is  intemperate  in  drink  is  discounte- 
aanrcd  and  despised  by  all  who  profess  to  be  moral  people,  is  it  not 
to  this  hour  the  favourite  recommendation  for  any  parochial  oftice 
bestowed  by  popular  election,  to  have  a  large  family  and  to  be  unable  td 
maintain  them  ?  Do  not  the  candidates  placard  their  enormous  families 
on  walls,  and  publish  them  through  the  town  in  circulars  T* 

One  cannot  wonder  that  silence  on  this  great  department  of  human 
duty  should  produce  unconsciousness  of  moral  obligaiitiiis,  when  it  pro- 
duces oblivion  of  physical  facts.  That  it  is  possible  to  delay  marriage, 
and  to  live  in  atwtincncc  while  unmarried,  must  ptropic  arc  willing  to 
allow  :  but  when  persons  are  once  married,  ihc  idea,  in  this  countrj-,  never 
seem?  to  enter  any  one's  mind  that  havirg  or  not  having  a  family,  or  the 
number  of  which  it  shall  consist,  is  at  all  amenable  in  their  own  control. 
One  would  imagine  that  children  were  rained  down  upon  married  people, 
direct  from  heaven,  without  their  being  art  or  part  in  the  matter  ;  that  it 
was  really,  as  the  common  phrases  have  it,  God's  will,  and  not  their  own, 
;vhicli  decided  [he  numbers  of  their  offspring.  Let  iis  see  what  is  a 
ConlinenEal  philosopher's  opinion  on  this  point  ;  a  n%an  among  the  most 
benevolent  of  his  time,  and  the  happiness  of  whose  married  hie  has  been 
celebrated. 

'  Lorsque  des  pr^jug^s  dangereux,*  says  Sismondi,t  '  ne  sont  point 
accnidites,  lorsquune  morale  contraire  ft  nos  vrais  devoirs  envers  les 
autres  ei  surtout  envcrs  Ics  crt^atures  qui  nous  doivent  la  vie,  n'est  point 
enseignde  an  nom  de  I'autorit^  la  plus  sacriie.aiicim  homme  sage  ne  se 
marte  avant  de  se  trouvcr  dans  une  condition  qui  lui  donne  un  moyen 
nssur45  de  vivre ;  aucun  p6rc  dc  fnniille  n'a  plus  d'enfans  quil  n'cn  pcut  con- 
venablement  ^evcr.  Ce  dernier  compEe  h  bon  droit  que  ses  enfans 
devront  se  conlenter  du  sort  dans  lequel  Jl  a  v^cu ;  aussi  doit-il  d^&irer 
que  la  g(5ntfration  naiss.anie  reprcfscnte  cxactemcnC  cclle  qui  s'en  va ; 
qaun  fils  et  une  fille  arrivifs^  I'Age  nubile  remplacent  son  p^re  etsam^re  ; 

•  Little  improvcmpnl  can  l»c  expected  in  morality  until  the  producing  large 
families  is  regarded  with  the  same  feelings  as  overfondness  fur  wine,  or  any  other 
pliysioi)  excess.  But  while  the  nrislocracy  and  clcivy  arc  foretnust  to  set  tl\e  ex- 
ample  of  incontinence,  what  can  be  cspccicd  from  the  poor? 

T  A'mavaux  Prineifts,  Uv.  vii.  ch.  5. 
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que  Its  enfans  de  ses  enfans  le  remplaccnt  i  son  tour  avec  sa  femnw  ;  qua 
sa  ftlle  trouve  dans  nne  autre  n^oisoa^  pr^cis^mcnt  le  sort  qu'il  donnem  h 
1.1  filte  d'ltne  autre  maison  dans  la  sienne,  et  que  Ic^rcvenu  qui  suBisait 
aux  p^res  sufHse  aux  enfans.'  In  a  country  increasmj;  in  wcakh,  some- 
thing more  than  this  would  be  allowable,  but  that  is  a  question  of  detail, 
not  of  principle.  '  Unc  fois  que  cette  famille  est  fonnc5c,  la  justice  et 
rimmanit<5  exigent  qu'ii  s'impose  la  indi»e  contralnte  k  laquelle  se 
soumettent  les  c^libalaires.  Lorsqu'on  voic  combien  est  petil,  en  tout 
pays,  te  nombre  dcs  cnfans  naturcls,  on  doit  reconnaltre  que  cette 
contrainte  est  sufBsamment  efficace.  Dans  un  pays  ou  la  population  ne 
pcut  pas  s'accroitre,  ou  du  moins  dans  lequel  son  proffr^fcs  doit  itrc  si  lent 

au'il  soit  h.  peine  perceptible,  quand  il  n'y  a  point  ac  places  nouvelles  pour 
c  nouvcaiLx  (Stabiisscmcns.  un  p^rc  qui  a  huit  cnfatis  doit  compter,  ou  que 
six  de  ses  enfans  mourronl  en  has  Age,  ou  que  trots  de  ses  content porains  et 
Irois  de  ses  contemporaines,  et  dans  la  g^ndration  suivante,  trois  de  ses 
ftls  et  irois  de  ses  6lle.<;  ne  se  maricront  pas  ^  cause  de  lui.' 

§  2.  Those  who  think  it  hopeless  that  the  labouring  classes  should  be 
induced  to  practise  a  sufficient  degree  of  prudence  in  regard  to  the 
increase  of  their  families,  because  tliey  have  hitherto  stopped  short  of  that 
point,  show  an  inability  to  estimate  the  ordinary  principles  of  human 
action.  Nothing  more  would  probably  be  necessaiy  to  secure  that  rcsuh, 
than  an  opinion  generally  dinfused  that  it  was  desirable.  As  a  mural 
principle,  such  an  opinion  has  never  yet  existed  in  any  country :  it  is 
curious  that  it  does  not  so  exist  in  countries  in  which,  from  the  spon- 
taneous operation  of  individual  forethought,  population  is,  comparatively 
speaking,  efficiently  repressed.  What  is  practised  as  prudence,  is  still 
not  recognised  as  duly  ;  the  talkers  and  writers  are  mostly  on  Uie  other 
side,  even  in  France,  where  a  sentimental  honor  of  Malthus  is  almost  as 
rife  as  in  this  country.  Many  causes  may  be  assigned,  besides  the 
modem  date  of  the  doctrine,  for  its  not  having  yet  gained  possession  of 
the  general  mind.  Its  truth  has,  in  some  respects,  been  its  detriment 
One  may  be  permitted  to  doubt  whether,  except  among  the  poor  them- 
selves (for  whose  prejudices  on  this  subject  there  is  no  diJTiculty  in 
accounting),  there  has  ever  yet  been,  in  any  class  of  society,  a  sincere  and 
eai-nest  desire  that  wages  should  be  high.  There  has  been  plenty  of 
desire  to  keep  down  the  poor  rate ;  but,  that  done,  people  have  been 
very  willing  that  the  working  classes  should  be  ill  off.  Nearly  all  who 
arc  not  labourers  themselves,  arc  employers  of  labour,  and  are  not  sorry 
to  gel  the  commodity  chciip.  Il  is  a  fact,  (hat  even  Boards  of  Gimrdians, 
who  are  supposed  to  be  official  apostles  of  anti- population  doctrines,  will 
seldom  hear  paticndy  of  anything  which  they  are  pleased  to  designate  as 
Mahhusianism.  Boards  of  Guardians  principally  consist  of  farmers,  and 
fanners,  it  is  well  known,  in  general  dislike  even  allotments,  as  making 
the  labourers  '  too  independent.'  From  the  gentry,  who  arc  in  less 
immediate  contact  and  collision  of  interest  with  the  labourers,  better 
things  might  be  expected,  and  the  gentry  of  England  are  usually  charitable. 
But  charitable  people  have  human  infirmities,  and  would,  very  often,  be 
secretly  not  a  little  dissatisfied  if  no  one  needed  their  charity  :  it  is  from 
them  one  oftcnesi  hears  the  base  doctrine,  that  God  has  decreed  there 
shall  always  be  poor.  When  one  adds  to  this,  that  nearly  every  person 
who  has  had  in  him  any  active  spring  of  exertion  for  a.  social  object,  has 
had  some  favourite  reform  to  eflect  which  he  thought  the  admission  of 
this  great  principle  would  throw  into  the  shade ;  has  had  corn  la»s  to 
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repeal,  or  taxation  to  reduce,  or  small  notes  to  issue,  or  the  cbarter  (o 

carry,  or  the  church  and  the  nristocracy  to  pull  down,  and  looKed  upon 
every  one  as  art  enemy  who  thought  anything  important  except  his  object ; 
it  is  scarcely  wonderful  that  since  the  population  doctrine  was  first  promul- 
gated, nine-tenths  of  the  talk  has  always  been  against  it,,  and  the  remain- 
ing tenth  only  audible  at  intervals  ;  and  that  it  has  not  yet  penetrated  far 
among  tliose  who  might  be  expected  to  be  the  least  willing  recipients  of 
it,  the  labourers  themselves. 

But  let  us  try  to  imaKine  what  would  happen  if  the  idea  became  general 
among  the  labouring"  class,  that  the  competition  of  ton  great  numbers  was 
the  prmcipal  cause  of  their  poverty  ;  so  that  every  labourer  looked  (with 
SismondiJ  upon  cvcrj*  other  who  had  more  than  the  number  of  childten 
which  the  circumstances  of  society  allowed  to  each,  as  doing  him  a  wrong 
— as  filling-  up  the  place  which  he  wss  entitled  to  share—  ashelping  to  pre- 
vent him  from  having  che  number  of  children  who  would  not  be  a  bmthen 
but  an  advanlag^e  to  him.  Any  one  who  supposes  that  this  state  of 
opinion  would  not  have  a  great  effect  on  conduct,  must  be  profoundly 
ignorant  of  human  nature  ;  can  never  have  considered  how  large  a  poriion 
of  the  motives  which  induce  the  generality  of  men  to  take  care  even  of 
their  own  interest,  is  derived  from  regard  for  opinion — from  tlie  expecta- 
tion of  being  disliked  or  despised  for  not  doing  it.  We  are  often  told 
that  the  most  thorough  perception  of  tbe  dependence  of  wages  on  popula- 
tion will  not  infiuenee  the  conduct  of  a  labouring  man,  because  it  is  not 
the  children  he  himself  can  have  that  will  produce  any  effect  in  generally 
depressing  the  labour  market.  True  :  and  it  is  also  true,  that  one 
soldiers  running  away  will  not  lose  the  battle  ;  accordingly  it  is  not  that 
consideration  which  keeps  each  soldier  in  his  rank:  it  is  the  disgrace 
which  naturally  and  inevitably  attends  on  conduct  by  any  one  w  hvidual, 
which  if  pursued  by  a  majority,  everybody  can  see  would  be  fatal.  Men 
are  seldom  found  to  brave  the  general  opinion  of  their  class,  unless  sup- 
ported either  by  some  principle  higher  than  regard  for  opinion,  or  by 
some  strong  body  of  opinion  elsewhere. 

It  must  be  bome  in  mind  also,  that  the  opinion  here  in  question,  as 
soon  as  it  attained  any  prevalence,  would  have  powerful  auxiliaries  in  the 
great  majority  of  women.  It  is  never  by  the  choice  of  the  wife  that 
families  are  too  numerous  ;  on  her  devolves  (along  with  all  the  physical 
suffering  and  at  least  a  full  share  of  the  privations)  the  whole  of  the  in- 
tolerable domestic  drudgery  resulting  from  the  excess.  To  be  relieved 
from  it  would  be  hailed  as  a  blessing  by  multitudes  of  women  who  now 
never  venture  to  urge  such  a  claim,  but  who  would  urge  it,  if  supported 
by  the  moral  feelings  of  the  community.  Among  ilie  barbarisms  which 
law  and  morals  have  not  yet  ceased  to  sanction,  the  most  disgusting 
surely  is,  that  any  human  belug  should  be  permitted  to  consider  himself 
as  h,-iving  a  ri^Ai  lo  the  person  of  another. 

If  the  opinmn  were  once  generally  established  among  the  labouring 
class,  that  their  welfare  required  a  due  regulation  of  the  numbers  of 
families,  the  respectable  and  well-conducted  of  the  body  would  confoi-m 
to  the  prescription,  and  only  those  would  exempt  themselves  from  it,  who 
were  in  the  habit  of  making  liyht  of  social  obligations  genei-ally  :  and  it 
is  then  that  a  justification  would  exist  for  converting  (he  moral  obligation 
ag.iin5t  bringing  children  into  the  world  who  are  a  burthen  to  the  com- 
munity, into  a  legal  one  ;  just  .is  in  many  other  cases  of  the  progress  of 
opinion,  the  law    ends    by    enforcing     against     recalcitrant    invuar.CiA&. 
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obl.^a.ions  ^vliich  to  be  useful  must  be  general,  and  which,  from  a  sense 
of  their  utility,  a  large  majority  have  voluntarily  consemed  to  take  upon 
tlftmselvcs.  Whether  a  le^I  sanction  would  be  ultimately  required,  ur 
moral  sanctions,  and  the  indirect  influence  of  law  and  policy,  would 
suSice — and  if  legal  measures  were  necessary,  of  what  nature  it  would  be 
advantageous  that  they  should  be,  it  would  be  premature^  in  the  present 
state  of  the  question,  to  discuss. 

The  prospects,  then,  of  the  existing  sj-stem  of  society  depend  upon 
this :  What  chance  is  there  that  opinions  and  feelings,  grounded  on  the 
law  of  the  dependence  of  wages  on  populatioiij  will  arise  among  the 
labouring  classes  ?  and  by  what  means  can  such  opinions  and  feelings  he 
called  forth  ?  Before  considering  the  pounds  of  nope  on  this  subject,  a 
hope  which  many  persons,  no  doubt,  will  be  ready,  without  consideration, 
to  pronounce  chimerical,  I  will  remark,  that  on  the  possibility  of  makin;; 
a  satisfactory  answer  to  these  two  questions,  depends  the  acquittal  or  the 
condemnation  of  the  industrial  system,  prevailing  in  this  country,  and  re- 
garded by  many  writers  as  the  iw plus  itltni  of  civilization — the  perma- 
nent dependence  of  the  whole  labouring  class  of  the  community  on  the 
wages  of  hired  labour.  The  question  we  are  considering  is,  whether,  of 
this  state  of  things^  overpopulation  and  a  degraded  condition  of  the 
labouring  class  are  the  inevitable  consequence.  If  a  prudent  regula- 
tion of  population  were  not  reconcilable  with  the  System  of  hired 
bbour,  the  conclusion  would  be  that  the  system  is  a  nuisance,  and  thai 
the  grand  object  of  economical  statesmanship  should  be  (by  whatever 
arranjicmcnts  of  property,  and  alterations  in  the  modes  of  applying 
industry),  to  bring  the  labouring  people  under  the  influence  of  stronger 
and  more  obvious  inducements  to  this  kind  of  piudence,  than  tlu  relation 
of  workmen  and  employers  could  afford. 

There  is,  however,  no  such  incompatibility.  The  causes  of  poverty 
arc  not  so  obvious  at  first  sight  to  a  population  of  hired  labourers,  as  to 
one  of  proprietors,  but  they  are  in  no  way  my5teri:)us.  The  dependence 
of  wages  on  the  number  of  the  competitors  for  cniplojTnent,  is  so  far 
from  hard  of  comprehension,  or  unintelligible  to  the  labouring  classes, 
that  by  ^reat  bodies  of  ihem  it  is  already  recognised  and  habitually  acted 
on.  It  IS  familiar  to  all  Trades  Unions  :  every  successful  combination  to 
keep  up  wages,  owes  its  success  to  contrivances  for  restricting  the  number 
of  the  competitors  ;  all  skilled  trades  are  an.xious  to  keep  down  their  own 
numbers,  and  many  impose,  or  endeavour  to  impose,  as  a  condition  upon 
employers,  that  they  shall  not  take  more  than  a  prescribed  number  of 
apprentices.  There  is,  of  course,  a  great  difference  between  limiting  their 
numbers  by  excluding  other  people,  and  doing  the  same  thing  by  a 
restraint  imposed  on  themselves  ;  but  the  one  as  much  as  the  other  shows 
a  clear  perception  of  ihe  relation  between  their  nimibers  and  their  re* 
mnneration.  The  principle  is  understood  in  its  application  to  any  one 
employment,  but  not  to  the  general  mass  of  employment.  For  this  there 
are  several  reasons :  first,  the  operation  of  causes  is  more  easily  and 
distinctly  seen  in  llic  more  circumscribed  (icid  :  secondly,  slrilled  ariizans 
are  a  more  iniulligcnt  class  than  ordinary  manual  labourers;  and  the 
habit  of  concert,  and  of  passing  in  review  their  general  cundiiion  as  a 
trade,  keeps  up  a  better  undcrstandingof  their  collective  interests  :  thirdly 
and  lastly,  they  are  the  most  provident,  because  they  are  the  best  off,  and 
have  the  most  to  preser^'C.  What,  however,  is  clearly  perceived  and 
admitted  in  panicular  instances,  it  cannot  be  hopclci^s  to  see  uuderstood 


and  acknowledged  as  a  general  truth.  Its  recognition,  at  least  in  theory, 
seems  a  thing  which  must  necessarily  and  inimediaiely  come  to  pass, 
when  the  minds  of  the  labouring  classes  become  capable  of  taking  any' 
raiional  view  of  tlieir  own  aggregate  condition.  Of  this  the  majority  of 
them  have  until  now  been  incapable,  either  from  tlie  uncultivated  stale  of 
their  ialelligence,  or  from  poverty,  which  leaving  them  neither  ibe  fear  ol 
worsCj  nor  the  smallest  hope  of  better,  makes  them  careless  of  the  con- 
sequences of  their  actions,  and  without  thought  for  the  future. 

§  3.  For  the  purpose  therefore  of  altering  the  habits  of  the  labouring 
people,  there  is  need  of  a  twofold  action,  directed  simultaneously  upon 
iheir  Intelligence  and  their  povert;^.  An  effective  national  education  of 
the  children  of  the  labouring  class,  is  the  first  thing  needful  :  and,  coinci- 
dently  with  this,  a  system  of  measures  which  shall  (as  the  Revolution  did 
in  France)  extinguish  extreme  poverty  for  one  whole  generation. 

This  is  not  the  place  for  discussing,  evea  in  the  most  g-eneral  manner, 
either  the  principles  or  the  machinery  of  national  education-  Of  the  litile 
which  i*  fit  to  be  said  on  such  a  subject  in  a  treatise  lil;e  the  present,  the 
smallest  portion  only  can  be  alluded  to  in  this  part  of  it.  But  it  is  10  be 
hoped  that  opinion  on  the  subject  is  advancing,  and  that  an  education  of 
mere  words  would  not  now  satisfy  ns,  slow  as  our  progress  is  towards 
giving  anything  better  even  to  those  for  whom  we  profess  to  do  our  veiy 
best.  Without  entering  into  disputable  pointSfit  may  be  asserted  without 
scruple,  that  the  aim  of  all  inlellectu.il  training  for  the  mass  of  the  people, 
should  be  to  cultivate  common  sense  ;  to  qualify  them  for  fonning  a 
sound  practical  judgment  of  the  circumstances  by  which  they  arc  sur- 
rounded. Whatever,  in  the  intellectual  depanment,  can  be  superadded 
to  this,  is  chiefly  oniamental  ;  while  this  is  the  indispensable  groundwork 
on  which  education  must  rest.  I-et  this  object  be  acknowledged  and 
kept  in  view  as  the  thing  to  be  first  aimed  at,  and  there  will  be  little 
diniculty  in  deciding  either  what  to  teach  or  in  what  manner  to  teach  it. 

An  education  directed  lo  diffuse  good  sense  among  the  people,  with 
such  knowledge  as  would  qualify  them  to  jiidj^e  of  the  tendencies  of  their 
actions,  would  he  certain,  even  without  any  direct  inculcation,  to  raise  up 
a  public  opinion  by  which  intemperance  and  improvidence  of  every  kind 
would  be  held  discreditable,  and  the  improvidence  which  overstocks  the 
labour  market  would  be  severely  condenmed,  as  an  offence  against  the 
common  weal.  13ut  though  the  sufficiency  of  such  a  state  of  opinion,  sup- 
posing it  formed,  to  keep  the  increase  of  population  within  proper  limits, 
cannot,  I  think,  be  doubted;  yet,  for  the  formation  of  the  opinion,  it 
■would  not  do  to  trust  to  education  alone.  Education  is  not  compatible 
with  extreme  poverty.  It  is  impossible  effectually  to  teach  an  indigent 
population.  And  it  is  difficult  to  make  those  feel  the  value  of  comfrui 
who  have  never  enjoyed  it,  or  those  appreciate  the  wretchedness  of  a  pre- 
carious subsistence,  who  have  been  made  reckless,  by  always  living  from 
hand  to  mouth.  Individuals  often  struggle  upwards  into  a  condition  o( 
ease  ;  but  the  utmost  that  can  be  expected  from  a  whole  people  is  lo 
maintain  themselves  in  it ;  and  improvement  in  the  habits  and  require- 
ments of  the  ma-ss  of  unskilled  day  labourers  hlII  he  difficult  and  tardy, 
unless  means  can  be  contrived  of  raising  the  entire  body  to  a  state 
of  tolerable  comfort,  and  maintaining  them  in  it  imiil  a  new  generation 
grows  up. 

Towards  effecting  this  object  there  arc  two  resources  available,  without 
wrong  to  any  one,  without  any  of  the  liabilities  of  mischief  attendant  00 


2^4 


DISTRIBUTION. 


voluntary  or  legal  charity^  and  not  only  wUhout  weakening,  bat  on  the 
contrary  strcnglUcnhig',  every  incentive  to  ladustry,  and  eveiy  motive  to 
forellionglit, 

§  4.  Tlic  first  is,  a  great  national  measure  of  colonization.  I  mean,  a 
grant  of  public  money,  sufficient  to  remove  at  once,  and  establish  in  the 
colonies,  a  considerable  fraction  of  the  youthful  agricultural  population. 
By  giving  the  preference,  as  Mr.  Wakefield  proposes,  to  young  cocples, 
or  when  these  cannot  be  obtained,  to  families  with  children  nearly  grovs-n 
up,  the  expenditure  would  be  made  to  go  the  farthest  possible  lowards 
accomplishing  the  end,  while  the  colonies  would  be  supplied  with  the 
greatest  amount  of  what  is  there  in  deficiency,  and  here  in  superfluity, 
present  and  prospective  labour.  It  has  been  shown  by  others,  and  the 
grounds  of  the  opinion  will  be  exhibited  in  a  subsequen:  part  of  the 
present  work,  that  colonization  on  an  adequate  scale  might  be  so  con- 
ducted as  to  cost  the  country  nothing,  or  nothing  that  would  not  be 
certainly  repaid  ;  and  that  the  funds  required,  even  by  way  of  advance^ 
would  not  be  drawn  from  the  capital  employed  in  maintaining  labour,  but 
from  that  surplus  which  cannot  find  employment  at  such  profit  as  con- 
stitutes an  adequate  remuneration  for  the  abstinence  of  the  possessor,  and 
which  is  therefore  sent  abroad  for  investment,  or  wasted  at  home  in 
reckles'5  speculations.  That  portion  of  the  income  of  the  country  which 
is  habitually  ineffective  for  any  purpose  of  benefit  to  the  labouring  class, 
would  l>ear  any  draught  which  it  could  be  necessary  to  make  on  it  for  the 
amount  of  emigration  which  is  here  in  view. 

To  the  case  of  Ireland,  in  her  present  crisis  of  transition,  colonliation, 
as  the  exclusive  remedy,  is,  1  conceive,  unsuitable.  The  Irish  are  nearly 
the  worst  adapted  people  in  Europe  for  settlers  in  the  wilderness  :  nor 
should  the  founders  of  nations  destined  perhaps  to  be  the  most  powerful 
in  the  world,  be  drawn  principally  from  the  least  civiLiied  and  least  im- 
proved inhabitants  of  old  countries.  It  is  most  fortunate  therefore  that 
the  unoccupied  lands  of  Ireland  herself  afford  a  resource  so  nearly 
adequate  to  the  emergency,  as  reduces  emigration  to  a  rank  merely  sub- 
sidiary. In  England  and  Scotland,  with  a  population  much  less  excessive, 
and  better  adapted  to  a  settler's  life,  colonization  must  be  the  chief 
resource  for  easing  the  labour  market,  and  improving  the  condition  of  the 
existing  generation  of  labourers  so  materially  as  to  raise  the  permanent 
standard  of  habits  in  the  generation  following.  But  England  too  has 
waste  lands,  though  less  extensive  than  those  of  Ireland  ;  and  the  second 
resource  would  be,  to  devote  all  common  land,  hereafter  brought  into 
'cultivation,  to  raising  up  a  class  of  small  proprietors,  It  has  long  enough 
been  the  practice  to  take  these  lands  from  public  use,  for  the  mere 
purpose  of  adding  to  the  domains  of  the  rich.  It  is  time  that  what  is  left 
of  them  should  be  retained  as  an  estate  sacred  to  the  benefit  of  the  poor. 
The  machinery  for  administering  it  already  cxisEs,  having  been  created 
by  the  General  Inclosure  Act.  What  1  would  propose  fihough,  I  confess, 
with  small  hope  of  its  being  soon  adopted)  is,  that  in  all  future  cases  tn 
which  common  land  is  permitted  to  be  inclosed,  such  portion  should  first 
be  sold  or  assigned  as  is  sufficient  to  compensate  the  owners  of  manorial 
or  common  rights,  and  that  the  remainder  should  be  divided  into  sections 
of  five  acrt's  or  ihercabouls,  to  be  Lonferred  in  absolute  property  on 
families  of  the  labouring  class  who  would  reclaim  and  bring  tnem  into 
cultivation  by  their  own  labour.  The  preference  should  be  given  to  such 
iinuUies,  and  rhr.^y  -ire  many  of  them,  as  had  saved  enough  tu  maintain 
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them  udtil  their  first  crop  was  got  in,  or  whose  character  was  such  as  to 

induce  some  responsible  person  to  advance  them  the  requisite  Bmoimi  on 
their  personal  security.  The  tools,  the  manure,  and  in  some  cases  ihc 
subsistence  also,  might  be  supplied  by  the  pari&h,  or  by  the  state  ;  interest 
for  the  advance,  at  the  rate  yielded  by  the  public  funds,  being  laid  on  as 
a  perpetual  quit-rent,  with  po^er  to  the  peasant  lo  redeem  it  at  any  time 
for  a  moderate  number  of  years'  purchase.  These  little  landed  estates 
might,  if  it  were  thought  necesSFiry,  be  made  indivisible  by  law  ;  thou^'h, 
iff  the  plan  worked  in  the  manner  designed,  1  should  not  apprehend  any 
objectionable  degree  of  subdivision.  In  cise  of  intestacy,  and  in  default 
of  amicable  arrangement  among  the  heirs,  they  might  be  bought  by 
government  at  their  value,  and  regranted  to  some  other  labouring  family 
which  could  give  security  for  the  price.  The  desire  to  possess  one  of 
these  small  properties  would  probably  become,  as  on  the  Continent,  au 
inducement  to  prudence  and  economy  pervading  the  whole  labouring' 
population  ;  and  that  great  desideratum  among  a  people  of  hired  Iibourera 
would  be  provided,  an  intermediate  class  betMxcn  them  and  their  em- 
ployers ;  affording  them  the  double  advantage,  of  an  object  for  their 
hopes,  and,  as  there  would  be  good  reason  to  anticipate,  an  example  for 
their  imitation. 

It  would,  however,  be  of  little  avail  that  either  or  both  of  these  measures 
of  relief  should  he  adopted,  unless  on  such  a  scale,  as  wouU[  enable  the 
whole  body  of  hired  labourers  remaining  on  the  soil  to  obtain  not  merely 
employment,  but  a  Large  addition  lo  the  present  wages — surh  an  addition 
as  would  enable  them  lo  hve  and  bring  up  their  children  in  a  degree  of 
comfort  and  independence  lo  which  they  have  hitherto  been  strangers. 
When  the  object  is  to  raise  the  permanent  condition  of  a  people,  small 
means  do  not  merely  produce  small  effects,  they  produce  no  effect  at  all. 
Unless  comfort  can  be  made  as  h3bilual  lo  a  whole  generation  as 
indigence  is  now,  nothing  is  accomplished,  and  feeble  half-measures  do 
but  fritter  away  resources,  far  belter  resen-'cd  until  ihe  improvement  of 
public  opinion  and  of  education  shall  raise  up  politicians  who  will  not 
think  that  merely  because  a  schenje  promises  much,  the  p.art  of  states- 
manship is  to  have  nothing  to  do  with  it. 


CHAPTER  XIV, 

OF  THE  DIFFEREMCKS  OF  WAGES  IN   DIFFERENT  EMPLOYMiiNTS. 

§  I.  In  treating  of  wages,  we  have  hitherto  confined  ourselves  to  the 
causes  which  operate  on  them  generally,  and  in  ntttsse ;  the  laws  which 
govern  the  remuneration  of  ordinate  oravcrage  labour  ;  without  reference 
to  the  existence  of  different  kinds  of  work  which  are  habitually  paid  at 
different  rates,  depending  in  some  degree  on  different  laws.  %Ve  wiii 
now  take  into  consideration  the&c  differences,  and  examine  in  nhat 
manner  they  affect  or  are  affected  by  the  conclusions  alrcany  established. 

A  well  known  and  very  popular  chapter  of  Adam  Smith*  contains  the 
liest  exposition  yet  given  of  this  portion  of  the  subject,  I  cinnot  indeed 
think  his  treatment  so  complete  and  exhaustive  as  it  has  sometimes  been 
considered  ;  but  as  far  as  it  goes,  his  analysis  is  on  the  whole  succe)t*<f^*' 

*   tVeallh  fi/  AaticHS,  book  i.  ch.  lo. 
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lTb.e  diflereticesi  he  »ys.  arise  partly  from  the  policy  of  Europe,  which 
nowhel%1MV88  Wings  M  perfect  Imerty,  and  pai-tiy  *from  certain  tircum- 
stances  m  the  cnipioytnenis  themselves,  which  either  really,  or  at  least  in 
the  imaginations  of  mcHj  make  up  for  a  small  pecuniary  gain  in  some, 
and  count erbaJance  a  grcit  one  in  others.'  These  circiimstanres  he 
considers  to  be  :  '  First,  the  agreeablcncss  or  dlsagreeaiileness  of  the 
eraploymeiits  tliem5elves  :  secondlyj  the  easiness  and  cheapness,  or  the 
dllTicuIty  and  expense  of  leaiiiing  theni ;  thirdly,  the  constancy  or  in- 
constancy of  employment  in  them  ;  fourthly,  the  small  or  great  trust 
which  must  be  reposed  in  those  who  exercise  them;  and  fifthJy,  the 
probability  or  improbability  of  success  in  them.' 

Several  of  these  points  he  has  very  copiously  illustrated  :  though  his 
examples  are  sometimes  drawn  from  a  slate  of  facta  now  no  longer 
existing.  'The  wages  of  labour  vary  with  the  ease  or  hardship,  the 
cleanliness  or  dirtiness,  the  honourableness  or  dishonourableness  of  the 
employment.  Thus,  in  most  places,  take  the  year  round,  a  journeyman 
tailor  earns  less  than  a  journeyman  weaver.  His  work  is  much  easier.' 
Things  have  much  altered,  as  to  a  weaver's  remuneration,  since  Adam 
Smith's  time  ;  and  the  artisan  whose  work  was  more  dit^culc  than  that  of 
a  tailor,  can  never,  I  think,  have  been  the  common  weaver.  'A Journey- 
man weaver  earns  less  than  a  journeyman  smith.  His  work  is  not  always 
easier,  but  it  is  much  cleanlier.'  A  more  probable  explanation  is,  that  it 
requires  less  bodily  strength.  *A  journeyman  blacksmith,  though  an 
anificer,  seldom  earns  so  much  in  twelve  hours  as  a  collier,  who  is  only  a 
labourer,  docs  in  eight.  His  work  is  not  quite  so  dirty,  is  less  dangerous, 
and  is  carried  on  in  daylight,  and  above  ground.  Honour  makes  a  great 
part  of  the  rcw.ard  of  all  honourable  professions.  In  point  of  peruniary 
gain,  all  things  considered,'  their  recompense  is,  in  his  opinion,  below  the 
average.  '  Disgrace  has  the  contrary  eiiect.  The  trade  of  a  butcher  is  a 
brutal  and  an  odious  business ;  but  it  is  in  most  places  more  profitable 
than  the  greater  part  of  common  trades.  The  most  detestable  of  all 
employments,  that  of  public  executioner,  is,  in  proportion  to  the  quantity 
of  work  done,  better  paid  ihan  any  common  trade  whatever.' 

One  of  the  causes  which  make  hand-loom  weavers  cling  to  their 
occupatioti  in  spite  of  tlic  scanty  remuneration  which  it  now  yields,  is 
said  to  be  a  peculiar  attractiveness,  arising  from  the  freedom  of  action 
which  it  allows  to  the  workman.  '  He  can  play  or  idle,'  says  a  recent 
authority,*  '  as  feeling  or  inclination  lead  him  ;  rise  early  or  late,  apply 
himself  assiduously  or  carelessly,  as  he  pleases,  and  work  up  at  any  tune, 
by  increased  exertion,  hours  previously  sacrificed  to  indulgence  or 
recreation.  There  is  scarcely  another  condition  of  any  portion  of  our 
working  population  thus  free  from  external  control.  The  factory  operative 
is  not  only  mulcted  his  wages  for  absence,  but,  if  of  frequent  occurrence, 
discharged  altogether  from  his  employment.  The  bricklayer,  the  car- 
penter, the  painter,  the  joiner,  the  stonemason,  the  outdoor  labourer, 
have  each  their  appointed  daily  hours  of  labour,  a  disregard  of  which 
would  lead  to  the  same  result.'  Accordingly,  'the  we;iver  will  stand  by 
his  loom  while  it  will  en.ible  him  to  exist,  however  miserably  ;  and  m.'iny, 
induced  temporarily  to  quit  it,  have  returned  to  it  again,  when  work  was 
to  be  had.' 

There  is  no  difficulty  in  understanding  the  operalive  principle  in  all 


•  Mr.  Mu^cridgc'i  Report  to  the  Handbcmi  Weavers'  Inquiry  Commission. 
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these  case5.  If,  wUh  complete  freedom  of  compeliiicm,  labour  of  differcm  j 
degrees  of  desiiableness  were  paid  alike,  competitors  wtiuld  crowd  into 
the  more  attractive  employmeiils,  and  desert  the  less  eligible,  ihus  lowering  | 
wages  in  tlie  first,  and  raising  them  in  the  second,  until  there  would  be 
such  a  difference  of  reward  as  to  balance  in  common  estimation  ihe 
difference  of  eligibility.  Under  the  unobstructed  influence  of  competiiion, 
wages  tend  to  adjust  themselves  in  such  a  manner,  that  the  situation  and 
prospects  of  the  labourei^  in  all  employments  shall  be,  in  the  general 
estimation,  as  nearly  as  possible  on  a  par. 

*  Employment  is  much  more  constant,'  continties  Adam  Smith, '  in  some 
trades  than  in  others.  In  the  greater  part  of  manufactures,  a  JDumey- 
man  may  be  pretty  sure  of  employment  almost  every  day  in  the  year  that 
he  is  able  to  work'  (the  interruptions  of  business  arising  from  over- 
stocked markets,  or  from  a  suspension  of  demand,  or  from  a  commercial 
crisis,  must  be  excepted).  'A  mason  or  bricklayer,  on  the  contrary,  can 
*(jrk  neither  in  hard  frost  nor  in  foul  weather,  and  his  employment  at  alt 
other  limes  depends  upon  the  occasional  calls  of  his  customers,  He  is 
liable,  in  consequence,  to  be  frequently  without  any.  What  he  earns, 
theieforc,  while  he  is  employed,  must  not  only  maintain  him  while  he  is 
idle,  but  make  him  some  compensation  for  those  anxious  and  dcspondmg 
moments  which  the  thought  of  so  precarious  a  situation  must  sometimes 
occasion.  When  the  computed  earnings  of  cbe  grcJiter  part  of  manufac- 
turers, accordingly,  are  nearly  upon  a  level  with  the  day  wages  of  common 
labourers,  those  of  masons  and  bricklayers  are  generally  from  one-half 
more  to  double  those  wages.  No  species  of  skilled  labour,  however, 
seems  more  easy  to  learn  than  that  of  masons  and  bricklayers.  7  he  high 
wa^es  of  those  workmen,  therefore,  are  not  so  much  the  recompense  of 
therr  skill,  as  the  compensation,  for  the  inconstancy  of  their  employ- 
ment. 

'When  the  inconstancy  of  the  employment  is  combined  with  the  hard- 
ship, disagreeableness,  and  dirtiness  of  ihc  work,  it  sometimes  raises  the 
wages  of  the  most  common  labour  above  those  of  the  most  skilful 
.artificers.  A  collier  working  by  the  piece  is  supposed  at  Newcastle  to 
cam  commonly  about  double,  and  in  many  parts  of  Scotland  about  three 
times,  the  wages  of  common  labour  His  high  wages  arise  altogether 
from  the  hardship,  disagreeableness,  and  dirtiness  of  his  work.  His 
employment  may,  upon  most  occasions,  be  as  constant  as  he  pleases. 
The  coaf-heavers  in  London  exercise  a  trade  which  in  hardship,  dirnness, 
and  disagreeableness,  almost  equals  that  of  colliers  ;  and  from  ihe  un- 
avoidable iiTegulant>'  in  the  arrivals  o(  coalships,  the  employment  of  the 
greater  part  of  them  is  necessarily  very  inconstant.  If  colliers,  therefore, 
commonly  cam  double  and  triple  the  wages  of  common  labour,  it  ought 
not  to  seem  unreasonable  that  coal-heavers  should  sometimes  earn  four 
or  five  times  those  wages.  In  the  inquiry  made  into  their  condition  a  few 
years  ago,  it  was  found  that  at  the  rate  at  which  they  were  then  paid, 
they  could  earn  about  four  times  the  wages  of  common  labour  in  London. 
IIow  extravagant  soever  these  earnings  may  appear,  if  they  were  more 
than  sufficient  to  compensate  all  tlie  disagreeable  circumstances  of  the 
business,  there  would  soon  be  so  great  a  number  of  competitors  as,  in  a 
trade  which  has  no  exclusive  privilege,  would  quickly  reduce  them  to  a 
lower  rate.' 

One  of  the  points  best  illustrated  by  Adam  Smith,  is  the  influence 
exercised  on  the  remuneration  of  an  employment  by  the  uncei'taiiity  of 


success  in  it  If  the  chances  are  great  of  total  taiLure,  the  reward  in  case 
of  success  must  be  sufiicieiit  to  make  up,  in  the  g^eneral  estimation,  for 
those  adverse  chances.  But,  owing  to  another  principle  of  human  nature, 
if  the  reward  comes  in  the  shape  of  a  few  grcit  pri^es,  it  usually  attracts 
competitors  in  such  numbers,  that  the  average  remuneration  may  be  re- 
duced not  only  to  zeio,  hut  even  to  a  negative  quantity.  The  success  of 
lotteries  proves  that  this  is  possible  :  since  the  aggregate  body  of  adi'cn- 
turers  in  lotteries  necessarDy  lose,  otherwise  the  undertakers  could  not 
gain.  The  case  of  certain  profcsSLons  is  considered  by  Adam  Smith  to  be 
similar.  'The  probability  that  any  parlicular  person  shall  ever  be 
qualified  for  the  employment  to  which  he  is  educated,  is  very  different  in 
different  occupniions.  In  the  greater  part  of  mechanic  trades,  success  is 
almost  certain,  but  very  uncertain  in  the  liberal  professions,  Putyourson 
apprentice  to  a  shoemaker,  there  is  little  doubt  of  his  learning  to  make  a 
pair  of  shoes  :  but  send  him  to  study  the  law,  it  is  at  least  twenty  to  one 
if  ever  he  makes  such  pro6ciency  as  will  enable  him  to  live  by  the 
business.  In  a  perfectly  fair  lotlery,  those  who  draw  the  prizes  ought  to 
gain  all  that  is  lost  by  those  who  draw  the  blanlcg.  In  a  profession  where 
twenty  fail  for  one  that  succeerls,  that  one  ought  to  gain  all  that  should 
have  been  gained  by  the  unsuccessful  twenty.  Thecounsellor-at-law,  who, 
perhaps,  at  near  forty  yicars  of  age,  begins  to  make  something  by  his 
profession,  ought  to  receive  the  retribution,  not  only  of  his  own  so  tedious 
and  expensive  education,  but  of  that  of  more  than  twenty  others  who  are 
never  likely  to  make  anything  by  it.  How  extravagant  soever  the  fees  of 
counsellors  at  law  may  sometimes  appear,  their  real  retribution  is  never 
equal  to  this.  Compute  in  any  particular  place  what  is  likely  to  be 
annually  gained,  and  what  Is  likely  to  be  annually  spent,  by  all  the 
different  workmen  in  any  common  trade,  such  as  that  of  shoemakers  or 
weavers,  and  you  will  find  that  the  former  sum  will  generally  exceed  the 
latter  But  make  the  same  computation  wil^i  regaid  to  all  the  counsellors 
and  students  of  law,  in  all  the  different  inns  of  court,  and  yoii  will  fiiut 
that  their  annual  gains  bear  but  a  small  proportion  to  their  annual 
expense,  even  though  you  rate  the  former  as  high,  and  the  latter  as  low, 
as  can  well  be  done.' 

Whether  this  is  true  in  our  own  day,  when  the  gains  of  the  few  are  in- 
comparably greater  th.-m  in  the  time  of  Adam  Smith,  but  also  the  unsuc- 
cessful a"^pirants  much  more  numerous,  those  who  have  the  appropriate 
information  must  decide.  It  does  not,  however,  seem  to  be  sufficiently 
considered  by  Adam  Smith,  that  the  prizes  which  he  speaks  of,  comprise 
not  the  fees  of  counsel  only,  but  the  places  of  emolument  and  honour  to 
which  their  profession  gives  access,  together  with  the  coveted  distinction 
of  a  conspicuous  position  in  the  public  eye. 

Even  where  there  are  no  great  prizes,  the  mere  love  of  excitement  is 
.sometimes  enough  to  cause  an  adventurous  employment  to  be  over- 
jstacked.  This  is  apparent  'in  the  readiness  of  the  common  people  to 
lenlist  as  soldiers,  or  to  go  to  sea.  .  .  .  The  dangers  and  hairbreadth 
escapes  of  a  life  of  adventures,  instead  of  disheartening  young  people, 
seem  frequently  to  recommend  a  trade  to  ihem.  A  tender  mother,  among 
the  inferior  ranks  of  people,  is  often  afraid  to  send  her  son  to  school  at  a 
sea-port  town,  lest  the  sight  of  the  ships  and  the  conversation  and  adven- 
tures of  the  sailors  should  entice  him  to  go  to  sea.  The  distant  prospect 
of  haiards,  from  which  we  can  hope  to  extricate  ourselves  by  courage  and 
•%  h  not  disajjTCcabic  to  us,  and  dues  not  raise  the  wages  of  laboui 
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m  acy  employment.  It  h  otherwise  with  those  in  which  courage  and 
address  can  be  of  no  avail.  In  trades  which  are  known  to  be  very 
unwholesome,  the  wages  of  labour  are  always  remarkably  high.  Un- 
wholesomeness  is  a  species  of  disagreeableness,  and  its  effects  upon  the 
wages  of  labour  are  lo  be  ranked  under  that  general  head.' 

fe  2.  AIL  ihese_are  cas.csLUi_whicb_meqMliiy.Df  remuneration  is  neces- 
sary LO  produce  equality  of  attractiveness,  and  arc  examples  of  the 
equalizing  effect  of  free  cumpeLition.  The  following  arc  cases  of  real 
incqtiality,  and  arise  from  a  different  principle.  '  The  wages  of  labour 
vary  according  to  the  small  or  great  trust  which  must  be  teposed  in  the 
workmen.  The  wages  of  goldsmiths  and  jewellers  are  everywhere 
superior  to  those  of  many  other  workmen,  not  only  of  equal,  but  of  much 
superior  ingenuity  ;  on  account  of  the  precious  materials  with  which  they 
arc  intrusted.  \Ve  trust  our  health  to  the  physician,  our  fortune  and 
sometimes  our  lif^  and  reputation  lo  the  lawyer  and  attorney.  Such 
confidence  could  not  safely  be  reposed  in  people  of  a  very  mean  or  low 
condition.  Their  reward  must  be  such,  therefoie,  as  may  give  them  that 
rank  in  society  which  so  important  a  trust  requires,' 

The  st^perio^-j^Y  of  reward  is  not  here  the  conseq^uence  of  competition, 
Ijtfl  Of  Its  fth^^^nt-f- ;  nm'a  rfti^]WTgannirWy'Hlgavant;i^p^  InhL-itfiil  in  tlie 
employment,  but  an  extra  advantage;  a  kind  of  monopoly  price,  the 
cftect  not  of  a  tegal,  but  of  what  has  been  termed  a  natural  monopoly.  If 
all  labourers  were  trustworthy^  it  would  not  be  necessary  to  give  extra 
pay  to  working  goldsmiths  on  account  of  the  trust  The  degree  of  in- 
tegrity required  being  supposed  to  be  uncommon,  those  who  can  make  it 
appear  that  they  possess  it  are  able  to  take  advantage  of  the  peculiarity, 
and  obtain  higher  pay  in  proportion  to  its  rarity.  This  opens  a  class  of 
considerations  which  Adam  Smith,  and  most  other  political  economists, 
have  taken  into  far  too  little  account,  and  from  inattention  to  which,  he 
has  given  a  most  imperfect  expositinn  of  the  wide  difference  between  the 
remuneration  of  common  labour  and  that  of  skilled  employments. 

Some  employments  require  a  much  longer  time  lo  Icam,  and  a  much 
more  t^ficii^ive  course  of  instruction  than  others;  and  to  this  extent 
tlieic  IS,  as  explained  by  Adam  Smith,  an  inherettt  reason  for  their  being 
more  highly  remunerated.  If  an  artisan  must  work  several  years  at 
learning  his  trade  before  be  can  earn  anything,  and  several  years  more 
before  becoming  sufficiently  skilful  for  its  finer  operations,  he  must  have 
a  prospect  of  at  last  earning  enough  to  pay  the  wages  of  all  this  past 
labour,  with  compensation  for  the  delay  of  payment,  and  an  indemnity 
for  the  expenses  of  his  education.  His  wages,  consequently,  must  yield, 
over  and  nbove  the  ordinary  amount,  an  annuity  sufhcieiU  to  repay  these 
sums,  with  the  common  rate  of  profit,  within  the  number  of  years  be  can 
expect  to  live  and  be  in  working  condition.  This,  which  is  necessai-y  10 
place  the  skilled  employments,  all  circumstances  taken  together,  on  the 
same  level  of  advantage  with  the  unskilled,  is  the  smallest  difference 
which  can  exist  for  any  length  of  time  between  the  two  remunerations, 
since  otherwise  no  one  would  learn  the  skilled  employments.  And  this 
amount  of  difference  is  all  which  Adam  Smith's  principles  account  for. 
When  the  disparity  is  greater,  he  seems  to  think  that  it  must  be  explained 
by  apprentice  laws,  and  the  rules  of  corporations  which  restrict  adn\ission 
into  many  of  the  skilled  employments-  But,  independently  of  these  ftr 
any  other  artificial  monopolies,  there  is  a  natural  monopoly  in  favour  of 
skilled  labourers  against  the  unskilled,  which  makes  the  diiference  of 
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reward  exceed,  someiimes  in  a  manifold  proporiion,  wliat  is  sufTicient 
merely  to  equalire  their  advantages.  If  unskilled  labourers  had  it  in 
their  power  to  compete  with  skilled,  by  merely  taking  the  trouble  of 
leaming"  the  trade,  the  difference  of  wages  could  not  exceed  what  would 
compensate  them  for  that  trouble,  at  the  ordinary  rate  at  which  labour  is 
remunerated.  But  the  fact  that  a  course  nf  instruction  is  required,  of 
even  a  low  degree  of  costliness,  or  that  tlie  labourer  must  be  maintained 
for  a  considerable  lime  from  other  sources,  suffices  ever>Hvhere  to  exclude 
the  great  body  of  the  labouring  people  from  the  possibility  of  any  such 
competition.  Until  lately,  all  employments  which  required  even  the 
humble  education  of  readinj;  and  writing,  could  be  recruited  only  froni  a 
select  class,  tlic  majority  having  no  opportunity  of  acquiring  those  attain- 
ments. All  such  employments,  accordingly,  were  immensely  overpaid,  as 
measured  by  the  ordinary  remuneration  of  labour.  Since  reading  and 
writing  have  been  brought  within  the  reach  of  the  multitude,  the  mono- 
poly price  of  the  lower  grade  of  educated  employments  has  greatly  fallen, 
the  competition  for  them  havlnj^  increa5ed  in  an  almost  incredible  degree. 
There  is  still,  however,  a  mtich  gi^cater  dispnrity  than  can  be  accounted 
for  on  the  principle  of  competition.  A  clerk  from  whom  nothing  is 
required  but  the  mechanical  labour  of  copying-,  gains  more  than  an  equi- 
valent for  his  mere  exertion  if  he  receives  the  wages  of  a  bricklayer's 
labourer.  His  work  is  not  a  tenth  part  as  hard,  ii  is  quite  as  easy  to 
Itarn,  and  his  condition  is  less  precarious,  a  clerk's  place  being  generally 
a  place  for  life.  The  higher  rate  of  his  remuneration,  therefore,  must  be 
partly  ascribed  to  monnpoly,  the  small  degree  of  education  required  being 
not  even  yet  so  generally  diffused  as  to  call  forth  the  natural  number  of 
competitors  ;  and  partly  to  the  remaining  influence  of  an  ancient  custom, 
which  requires  that  clerks  should  inairtaii)  the  dress  and  appearance  of  a 
more  highly  paid  class.  In  snme  manual  employments,  requiring  a 
nicety  of  hand  which  can  only  be  acquired  by  long  practice,  it  is  difficult 
to  obtain  at  any  cost  workmen  in  sufficient  numbers,  who  arc  capable  of 
the  most  delicate  kind  of  work ;  and  the  wa^es  paid  to  ihcm  are  only 
limited  by  the  price  which  purchasers  are  willing  to  give  for  the  com- 
modity they  produce.  This  is  the  case  with  some  working  watchmakers, 
and  with  the  makers  of  some  astronomical  and  optica!  instnimenrs.  If 
workmen  competent  to  such  employments  were  ten  times  as  numerous 
as  they  are,  there  would  be  purchasers  for  all  which  they  could  make,  not 
indeed  at  the  present  prices,  but  at  those  lower  prices  which  would  be  the 
natural  consequence  of  lower  wages-  Similar  considerations  apply  in  a 
still  greater  degree  to  employments  wliich  it  is  attempted  to  confine  to 
persons  of  a  certain  social  rank,  such  as  what  are  called  the  liberal  pro- 
fessions ;  into  which  a  person  of  what  is  considered  too  low  a  class  of 
society  is  not  easily  admitted,  and,  if  ailmilied,  does  not  easily  succeed. 

So  complete,  indeed,  has  hitherto  been  the  separatloUj  so  sircmgly 
marked  the  Tine  of  demarcation,  belwcer  the  different  girarfesofl.iboiirers, 
as  to  he  almost  equlralent  to  an  heredilary  distinction  of- caste;  each 
employment  lieing  chiefly  r^^cruiied  from  ihc  children  of  those  already 
employed  in  it,  or  in  employments  of  the  same  rank  with  it  in  soci^ 
estimation,  or  from  the  children  of  persons  who,  if  originally  of  a  lower 
rank,  have  succeeded  in  raising  themselves  by  their  exertions.  The 
liberal  professions  tire  mostly  supplied  by  the  sons  of  either  the  pro- 
fessional or  the  idle  classes:  the  more  highly  skilled  manual  eniploy- 
ments  are  filled  up  from  (he  sons  of  skilled  artisans,  or  of  the  class  ol 
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tradesmen  who  rank  witli  ihem  :  the  lower  classes  of  skilled  employments 
are  in  a  siinilnr  rase  ;  and  unskilled  labourers,  wilh  occasional  excep- 
tions, remain  from  father  to  son  in  (heir  pristine  condition.  Consequently 
the  wages  of  each  class  have  hitherto  been  regulated  by  the  increase  of 
its  own  population,  rather  than  of  the  general  population  of  the  country. 
If  the  professions  are  overstocked,  il  is  because  the  class  of  society  from 
which  they  have  always  mainly  been  supplied  has  greatly  increased  in 
number,  and  because  most  of  that  class  have  numerous  families,  and 
bring  up  some  at  least  of  their  sons  to  professions.  If  the  wag'es  of 
artisans  lemain  so  much  higher  than  those  of  common  labourers,  it  is 
because  artisans  are  a  more  prudent  class,  and  do  not  marry  so  early  or  so 
inconsiderately.  The  changes,  however,  now  so  rapidly  taking  place  in 
usages  and  ideas,  are  undcrmininft  all  these  distinctions;  Che  habits  or 
disabilities  which  chained  peuple  to  their  hereditary  condition  are  fast 
wearing  away,  and  every  class  is  exposed  to  increased  and  increasing 
compeiicion  from  at  least  the  class  immediately  helow  il.  The  general 
relaxation  of  conventional  barriers,  and  the  increased  facilities  of  educa- 
tion which  already  are,  and  will  be  in  a  much  greater  degree,  brought 
within  the  reach  of  all,  tend  to  produce,  among  many  excellent  eft'ects, 
one  which  is  the  reverse  ;  they  tend  to  brin^  down  the  wages  of  skilled 
labour.  The  inequality  of  remuneration  between  (he  skilled  and  the 
unskilled  is,  without  doubt,  much  greater  than  is  justifiable,  but  it  is 
desirable  that  this  should  be  remedied  by  raising  the  unskilled,  not  by 
lowering  the  skilled.  If,  however,  the  other  changes  taking  place  in 
society  are  not  accompanied  by  a  strengthening  of  (be  checks  to  popula- 
tion on  (he  part  of  labourers  generally,  there  will  be  a  tendency  to  bring 
the  lower  grades  of  skilled  labourers  under  the  influence  of  a  rate  of 
increase  regulated  by  a  lower  standard  of  living  than  their  own,  and  thus 
to  deteriorate  their  condition,  without  raising  that  of  the  general  mass; 
the  stimulus  given  to  the  multiplication  of  (he  lowest  class  being  sufficient 
lo  fill  up  without  difficulty  the  additional  space  gained  by  them  from  those 
immediately  above. 

§  3.  A  modifying  circumstance  still  remains  to  be  noticed,  which 
interferes  to  some  extent  with  the  operation  of  the  principles  thus  far 
brought  to  view.  While  it  is  true,  as  a  general  rule,  that  the  earnings  of 
skilled  labour,  and  especially  of  any  labour  which  requires  school 
education,  are  at  a  monopoly  rale,  from  the  impossibility,  to  the  ntass  of 
the  people,  of  obtaining  that  education  ;  U  15.  j.Iso  true  itl3l  UuL-JiiQlicy.  of 
natimis  has  almost  c  j:  }  vvIh  1  c:  done  mucn'  to  counteract  the  fffirrt  of  ihic 
hmitaiinn,  t.if  f:nnipcn-"ii  I:-  ulTerlng  eleemosynary  irstrucLiou  taamuch 
larger  (lasL^  nf  persona  Lli.iii  cui,ild  have  ebtaloed  Uie  same  advantages  by 
Hayiu;^  it'fii  [JHce.  Adam  Smith  has  pointed  out  the  operation  of  (his 
cause  in  keeping  down  the  remuneration  of  scholarly  or  bookish  occupa- 
tions generally,  and  in  particular  of  clergymen,  literary  men,  and  sihoob 
masters  or  other  teachers  of  youth.  1  cannot  better  set  forth  this  part  of 
tUe  subject  than  in  his  words. 

'  It  has  been  considered  as  of  so  much  importance  that  a  proper  number 
of  young  people  should  be  edticated  for  certain  professions,  that  sometimes 
the  public,  and  sometimes  the  piety  of  private  founders,  have  established 
many  pensions,  scholarships,  exhibitions,  bursaries,  etc.,  for  this  purpose, 
which  draw  many  more  people  into  those  trades  than  could  otherwise 
pretend  to  follow  Ihem.  In  all  Christian  countries,  I  believe,  the  educa- 
tion of  the  greater  part  of  churchmen  is  paid  for  in  this  manner.     Very 
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few  of  them  are  educated  alio^ether  at  their  own  expense.  The  long, 
tedious,  and  expensive  education,  therefore,  of  those  who  arc,  will  rot 
always  procure  them  a  suitable  reward,  the  church  being  crowded  with 
people  who,  in  order  to  get  employment,  are  wiiting  to  accept  of  a  much 
smaller  recompense  than  what  such  an  education  would  oihcrwisc  have 
entitled  them  to  ;  and  in  this  manner  the  competition  of  the  poor  takes 
away  the  reward  of  the  rich.  It  would  be  indecent,  no  doubt,  to  compare 
cither  a  curate  or  a  chaplain  wiih  a  journeyman  in  any  common  trade. 
The  pay  of  a  curate  or  chaplain,  however,  may  very  properly  be  con- 
sidered as  of  the  same  nature  with  the  wages  of  a  journeyman,  They 
are,  all  three,  paid  for  their  work  according  to  the  contract  which  they 
may  happen  to  make  with  their  respective  superiors.  Till  after  the 
middle  of  the  fourteenth  century,  five  maxks.  containing  as  much  silver  as 
ten  pounds  of  our  present  money,  «vas  in  Kng'land  the  usual  pay  of  a 
curate  or  a  stipendiary  parish  priest^  as  we  find  it  regulated  by  the 
decrees  of  severaJ  different  national  councils.  At  the  same  period 
fourpence  a  day,  containing  the  same  quantity  of  silver  as  a  shilling  of 
our  present  money,  was  declared  to  be  the  pay  of  a  master-mason,  and 
threepence  a  day,  equal  to  ninepence  of  our  present  money,  that  of  a 
journeyman  mason.*  The  wages  of  both  these  labourers,  therefore, 
supposing  them  lo  have  been  constantly  employed,  were  much  superior 
to  those  of  the  curate.  The  wages  of  the  master- in  a  son,  supposing  him 
to  have  been  without  employment  one-lhird  of  the  year,  would  have  fuDy 
equalled  them.  By  the  I2tli  of  Queen  Anne,  c.  n,  it  is  declared,  "That 
whereas  for  want  of  suRicient  maintenance  and  encouragement  lo  curates, 
the  cures  have  in  several  places  been  meanly  supplied,  the  bishop  is 
therefore  empowered  to  appoint  by  writing  under  his  hand  and  seal 
a  sufficient  certain  stipend  or  allowance  not  exceeding  fifty,  and  not  less 
than  twenty  pounds  a  year."  Forty  pounds  a  year  is  reckoned  at  present 
very  good  pay  for  a  curate,  and  notwithstanding  this  act  of  parliament, 
there  are  many  curacies  under  twenty  pounds  a  year.  This  last  sum  does 
not  exceed  what  is  frequently  earned  by  common  labourers  in  many 
country  parishes.  Whenever  the  ];iw  has  attempted  to  regulate  the  wages 
of  workmen,  it  has  always  been  rather  lo  lower  them  than  to  raise  them. 
But  the  law  has  upon  many  occasions  attempted  to  raise  the  wages  of 
curates,  and  for  the  dignity  of  the  Church,  to  oblige  the  rectors  of  parishes 
to  give  them  more  than  the  wretched  maintenance  which  they  themselves 
might  be  willing  to  accept  of  And  in  both  cases  the  law  seems  to  liave 
been  equally  ineffectual,  and  has  never  been  either  able  to  raise  the  wayes 
of  curates  or  to  sink  those  of  labourers  to  the  degree  that  was  intended, 
because  it  has  never  been  able  to  hinder  either  the  one  from  being  willing 
to  accept  of  less  than  the  legal  allowance,  on  account  of  the  indigence  of 
their  situation  and  the  multitude  of  their  competitors  ;  or  the  other  from 
receiving  more,  on  account  of  the  contrary  competition  of  ihose  who 
expected  to  derive  either  profit  or  pleasure  from  employing  them.' 

'In  professions  in  which  there  arc  no  benefices,  such  as  law  {?]  and 
physic,  if  an  equal  proporrion  of  people  were  educated  at  the  pubhc 
expense,  the  competition  would  soon  be  so  great  as  to  sink  very  much 
their  pecuniary  reward.  It  might  then  not  be  worth  any  man's  while  to 
educate  his  son  to  either  of  those  professions  at  his  own  expense.  They 
would  be  entirely  abandoned  to  such  as  had  been  educated  by  those 

*  'bee  the  Statute  of  LaUmiers  3$  K<1w.  III.' 
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public  charities ;  whose  numbers  and  necessities  would  oblige  ihtin  m 
general  to  content  themselves  with  a  very  miserable  recompense. 

'  That  unprosperous  race  of  men,  commonly  called  men  of  letters,  are 
prclly  much  in  the  situation  which  lawyers  and  physicians  probably 
would  be  in  upon  the  foregoing  supposition,.  In  every  part  of  Europe, 
the  greater  part  of  them  have  been  educated  for  die  church,  but  have 
been  hindered  by  different  reasons  from  entering  into  holy  orders.  They 
have  generally,  therefore,  been  educated  at  the  public  expense,  and  their 
numbers  are  everywhere  so  great  as  to  reduce  the  price  of  their  labour  to 
a  very  paltry  recompense. 

'  Uefore  the  invention  of  the  art  of  printing,  the  only  employment  by 
which  a  man  of  letters  could  make  anything  by  his  talents,  wag  that  of  a 
public  or  private  teacher,  or  by  communicating  to  other  people  the  curious 
and  useful  knowledge  which  he  had  acquired  himself:  and  this  is  still 
surety  a  more  honourable,  a  more  useful,  and  in  general  even  a  more 
prolitable  employment  than  that  other  of  wntiny^  for  a  bookseller,  to 
which  the  art  of  printings  has  j{iven  occasion.  The  time  and  study,  Ihc 
genius,  knowledg-e,  and  application  requisite  toquallfyan  eminent  teacher 
of  the  sciences,  are  at  least  equal  to  what  is  necessary  for  the  greatest 
practitioners  in  law  and  physic.  But  the  usual  reward  of  the  eminent 
teachers  bears  no  proportion  to  that  of  the  lawyer  or  physician  ;  because 
the  trade  of  the  one  is  crowded  with  indigent  people  who  have  been 
brought  up  to  it  at  the  public  expensCf  whereas  those  of  the  other  two 
are  encumbered  with  very  few  who  have  not  been  educated  at  their  own. 
The  usual  recompense,  however,  of  public  and  private  teachers,  small  as 
it  may  appear,  would  undoubtedly  be  less  than  it  is,  if  the  cotupeiition  of 
those  yet  more  indigent  men  of  letters  who  write  for  bread  was  not  taken 
out  of  the  market.  Uefore  the  invention  of  the  art  of  printing,  a  scholar 
and  a  beggar  seem  to  have  been  terms  very  nearly  synonymous,  The 
different  governors  of  the  universities  before  that  time  appear  to  have 
often  granted  ticences  to  their  scholars  to  beg.' 

g  4.  The  demand  for  literary  labour  has  so  greatly  increased  since  Adam 
Smith  wrote,  while  the  provisions  for  eleemosynary  education  have  no- 
where been  much  added  to,  and  in  the  countries  which  have  experienced 
revolutions  have  been  much  diminished,  that  lirde  effect  in  keeping  down 
the  recompense  of  literary  labour  can  now  be  ascribed  to  the  influence  of 
those  institutions.  But  an  eflect  nearly  equivalent  is  now  produced  by  a 
cause  somewhat  similar— the  competition  of  persons  who,  by  analogy  with 
other  arts,  may  be  called  amateurs.  Literary  occupation  is  one  of  those 
pursuits  in  which  success  may  be  attained  by  persons  the  greater  part  of 
whose  time  is  taken  up  by  other  employments  ;  and  the  education 
necessary  for  it,  is  the  common  education  of  all  cultivated  persons.  The 
inducements  to  it,  independently  of  money,  in  the  present  state  of  the 
world,  to  all  who  have  either  vanity  to  gratify,  or  personal  or  public 
objects  to  promote,  are  extremely  strong.  These  motives  now  attract  into 
this  career  a  great  and  increasing  number  of  persons  who  do  not  need  its 
pecuniary  fruits,  and  who  would  equally  resort  to  it  if  it  afforded  no 
remuneration  at  all.  In  our  own  country  {to  tite  known  examples),  the 
most  influential,  and  on  the  whole  most  eminent  philostipliical  writer  of 
recent  times  illfttitham),  thegieatest  political  economist  fRicardo),  the  most 
ephemerally  celebrated,  and  the  really  greatest  poets  (,  Byron  and  Shelley), 
and  the  most  successful  writer  of  prose  fiction  (Scott),  were  none  of  them 
authors  by  profession  ;  and  only  two  of  the  five,  Scott  and  Byron,  coviUL 
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Inve  supporled  themselves  by  the  works  whkli  lliey  wrote.  Nearly  all 
the  higher  departmcnls  of  auihorahip  are,  to  a  great  extent,  similarly 
filled.  In  consequence,  although  the  highest  pecuniary  prizes  of  success* 
ful  authorship  are  incomparably  greater  than  at  any  former  period,  yet  on 
any  rational  calculation  of  ctie  chances,  in  the  existing'  competition,  no 
writer  can  hope  to  gain  a  living  by  books,  and  to  do  so  by  magaiines  and 
reviews  becomes  daily  more  difficult.  It  is  only  the  more  troublesome 
and  disagreeable  kinds  of  literary  labour,  and  those  which  confer  no 
personal  celebrity,  such  as  most  of  those  connected  with  newspapers,  or 
with  the  smaller  periodicals,  on  which  an  educated  person  can  now  rely 
for  subsistence.  Of  these,  the  remuneration  is,  on  the  whole,  decidedly 
high  J  because,  though  exposed  to  the  competition  of  what  used  to  be 
called  'poor  scholars'  (persons  who  h.id  received  a  learned  education 
from  some  public  or  private  charity),  they  are  exe-iipt  from  that  of 
amateurs,  those  who  have  other  means  of  support  being  seldom  can- 
didates for  such  employments.  Whether  these  considerations  are  not 
cDnnecled  with  soinethjng  radically  amiss  in  the  idea  of  authorship  as  a. 
profession,  and  whether  any  social  arrangement  under  which  the  leitchers 
of  mankind  consist  of  persons  giving  om  doctrines  for  bread,  is  suited  to 
be,  or  can  possibly  be,  a  permanent  thing — would  be  a  subject  well  worthy 
of  the  attention  of  thinkers. 

The  cterical,  like  the  literary  profession,  is  frequently  adopted  by 
persons  of  independent  means,  either  from  religious  zeal,  or  for  the  sake 
of  the  honour  or  usefulness  which  may  belong  to  it,  or  for  a  chance  of 
the  high  prizes  which  it  holds  out :  and  it  is  now  principally  for  this 
rcnson  that  the  salaries  of  curates  are  so  low  ;  those  salaries,  althoush 
considerably  raised  by  the  influence  of  public  opinion,  being  still  generally 
insulhcient  as  tine  sole  m.eans  of  support  for  one  who  has  to  maintain  the 
externals  expected  from  a  clergyman  of  the  established  tdiurch. 

When  an  occupation  is  carried  on  chiefly  by  persons  who  derive  the 
m:iin  ponion  of  their  subsistence  from  other  sources,  its  remuneration 
may  be  lower  alniost  to  any  extent,  than  the  wages  of  equally  severe 
labour  in  other  employments.  The  principal  example  of  the  kind  is 
domestic  maniifaciurcs.  When  spinning  and  knitting  were  carried  on 
in  every  cottnye.  by  families  deriving  their  principal  support  fram  agri- 
culture, the  prire  at  which  their  produce  was  sold  (which  constituted  the 
remuneration  of  the  labour)  was  often  so  low,  that  there  would  have  been 
required  great  perfection  of  machinery  to  undersell  it.  The  amount  of 
the  remuneration  in  such  a  case  depends  chiefly  upon  whether  Ihc  quantity 
of  the  commodity,  produced  by  lliis  description  of  labour,  suffices  to 
supply  the  whole  of  the  demand.  If  it  does  not,  and  there  is  consequently 
a  necessity  for  some  labourers  who  devote  themselves  entirely  to  the  cm> 
ployment,  the  price  of  the  article  must  be  sufficient  to  pay  those  labourci-s 
iit  the  ordinary  rate  and  to  reward  therefore  very  handsomely  the  domestic 
producers.  Uiit  if  the  demand  is  so  limited  that  the  domestic  manufacture 
can  do  more  than  satisfy  it  the  price  is  naturally  kept  down  to  the  lowest 
rate  at  which  peasant  families  think  it  worth  while  to  continue  the  produc- 
tion. It  is,  no  doubt,  because  ihe  Swiss  artisans  do  not  depend  for  the 
wimie  of  their  .subsistence  upan  their  looms,  that  Zurich  is  able  to  main- 
lain  a  compctilian  in  the  European  market  even  with  English  capit;iJ, 
and  English  fuel  and  machinery  *    Thus  far,  as  to  the  remuneration  of 

'  FouT-firthi  of  the  manufacturers  of  the  Canton  of  Zurich  are  small  rnrmcn, 

CMrally  piuprielois  of  theh  Uums.     The  cotton  manufurJure  occupies  ciibef 
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the  subsidiary  employment ;  but  the  effect  to  the  labourers  of  having  this 
additional  resource,  is  almost  certain  to  be  [unless  peculiar  countcmaing 
causes  intcn,'enc)  a  proportional  diminution  of  the  wages  of  their  main 
occupation.  The  habiis  of  Ihe  people  (as  has  already  been  so  often 
remarked)  everywhere  require  some  particular  scale  of  living,  and  no 
more,  as  the  condition  under  which  they  are  willing  to  bring  up  a  family. 
Whether  the  Income  which  maintains  iliem  in  this  condition  comes  from 
one  source  or  from  two,  makes  no  difference  :  if  there  is  a  second  source 
of  income,  they  will  require  less  from  the  first ;  and  will  multiply  (at  least 
this  has  a:]ways  hitherto  been  the  case)  to  a  point  which  leaves  ihem  no 
more  from  both  empIo>'meKtSf  than  they  wuuld  probably  have  had  from 
either  if  it  had  been  their  sole  occupnuon. 

For  the  same  reason  it  is  found  that,  aeicris  paribui,  those  trades  are 
by  far  the  worst  paid,  in  which  the  wife  and  children  of  the  artisan  aid  in 
the  work.  1  he  income  which  the  habits  of  the  class  demand,  and  down 
to  which  they  are  almost  sure  to  multiply,  is  made  up,  in  those  trades,  by 
the  earnings  of  the  whole  family,  while  in  others  the  same  income  must 
be  obtained  by  the  labour  of  the  man  alone.  It  is  even  probable  that 
their  collective  earning^s  will  amount  to  a  smaller  sum  than  those  of  Ihe 
man  alone  in  other  trades  ;  because  the  prudential  restraint  on  marriage  is 
unusually  weak  when  the  only  consequence  immediately  felt  is  an  improve- 
ment of  circumstances,  the  joint  earnings  of  the  two  going  further  in  their 
domestic  economy  after  marriage  than  before.  Such  accordingly  is  the 
fact,  in  the  case  of  hand  loom  weavers.  In  most  kinds  of  weaving, 
women  can  and  do  earn  as  much  as  men,  and  children  may  be  and  are 
employed  at  a  very  early  age  ;  but  the  aggregate  earnings  of  a  family  are 
lower  than  in  almost  any  other  kind  of  industry,  and  the  marriages 
earlier.  It  is  noticeable  also  that  there  are  certain  branches  of  hand- 
loom  weaving  in  which  wages  arc  much  above  the  rate  common  in  the 
trade,  and  that  these  are  the  branches  in  which,  from  the  degree  of 
bodily  strength  requisite,  neither  women  nor  young  persons  are  employed. 
These  facts  were  authenticated  by  the  inquiries  of  the  Hand-loom 
Weavers  Commission,  which  made  its  report  in  1841.  The  case  of 
factory  women  and  children  may  be  quoted  on  the  other  aide  of  the 
question  ;  but  that  case  is  an  exception  to  ordinary  principles,  inasmuch 
as  from  successive  improvements  m  machinery,  and  a  consequent  pro- 
gressive cheapening  of  the  manufactured  article,  the  expansion  of  factory 
employtnent  has  for  half  a  century  outstripped  even  the  rapid  growth  of 
the  factory  population. 

§  5.  It  deserves  consideration,  why  the  wages  of  women  are  generally 
lower,  and  very  much  lower,  than  those  of  men.  They  arc  not  universally 
so.  Where  men  and  women  work  at  the  same  employment,  if  It  be  one 
for  which  they  are  equally  fitted  in  point  of  physical  power,  it  does  not 
appear  that  they  arc  in  general  miequally  paid.  Women,  in  factories^ 
earn  as  much  as  men  ;  and  so  they  do  in  hand-loom  weavin(!f,  which, 
peing  paid  by  the  piece,  brings  their  efficiency  to  a  sure  tesL  U  the  pay 
is  unetjual  where  the  efficiency  is  cquaE,  the  only  e::pUination  that  can  be 
given  is  custom  ;  grounded  either  in  a  prejudice,  or  in  the  present  con- 
stitution of  society,  which,  making  almost  every  woman,  socially  speaking, 

wholly  or  parlinlly  23,000  people,  nearly  a  tenth  part  of  the  population  ;  and  ihey 
ccmsitinc  a  greater  quantity  of  col  Ion  per  inhabilnnt  thaiieilticr  France  or  England. 
Sec  the  slali&iical  accuutil  of  Zuricti,  lormcrly  cited,  pp.  105,  loS,  I  la 


an  appendage  of  some  man,  enables  men  to  take  syslematicilly  the  lion's 
sliai-c  of  whatL-vcr  belongs  to  bolli.  When  an  employment  (as  is  the  case 
with  many  trades)  is  dividetl  into  several  parts,  of  some  of  which  men 
alone  are  considered  capable,  while  women  or  children  arc  employed  in 
ihe  others,  it  is  natural  thai  those  who  cannot  be  dispensed  witti,  should 
be  able  to  make  better  terms  for  themselves  than  those  who  can.  But  the 
principa!  question  relates  to  the  peculiar  employments  of  women.  The 
remuneration  of  these  is  always,  I  believe,  greatly  below  that  of  employ- 
ments of  equaJ  skill  and  equal  disagreeableness,  carried  on  by  men.  The 
explanation  of  this  must  be,  chat  they  arc  overstocked  ;  that  aUhough  so 
much  smaller  a  number  of  womcnT  than  of  men,  suppnrt  themselves  by 
waged,  the  occupations  which  law  and  custom  make  accessible  to  them 
are  comparatively  so  few,  that  the  field  of  their  employment  is  still  more 
overcrowded.  It  must  be  observed,  that  as  matters  now  stand,  a  sufficient 
degree  of  overcrowding  may  depress  the  wages  of  women  to  a  much  lower 
minimum  than  those  of  men.  The  wages,  at  lea&t  of  single  women,  must 
be  equal  to  their  support  ;  but  need  not  be  more  thnn  equal  to  it ;  the 
minimum,  in  cheir  case,  is  the  pittance  absolutely  requisite  for  the 
sustenance  of  one  human  being.  Now  the  lowest  point  to  which  the  most 
superabundant  competition  can  permanently  depress  the  wages  of  a  man. 
is  always  somewhat  more  than  this,  Where  the  wife  of  a  labouring  man 
does  not  by  general  custom  contribute  to  his  earnings,  the  man's  wages 
inust  be  at  least  sufficient  to  support  himself,  a  wife,  and  a  number  of 
children  adequate  to  keep  up  the  population,  since  if  it  were  less,  the 
population  would  not  be  kept  up.  And  even  if  the  wife  earns  someLhing, 
their  joint  wages  must  be  sufficient  to  support,  not  only  themselves,  but 
(at  least  for  some  years)  their  children  also.  The  7te  plus  ultra  of  low 
wages,  therefore,  (except  during  some  transitory  crisis,  or  in  some  decay- 
ing employment,)  can  hardly  occur  in  any  occupation  which  the  person 
cmplDycd  has  to  live  by,  exce|>t  the  occupations  of  women, 

^  6.  Thus  far,  we  have,  throughout  this  discussion,  proceeded  on  the 
supposition  that  competition  is  free,  so  far  as  regards  human  interference  ; 
being  limiled  only  by  natural  causes,  or  by  the  unititended  effect  of 
general  social  circumstances.  But  law  or  custom  mav  interferg  \f^  limit 
^mpetiuoa.  If  apprentice  laws,  or  the  reguTatTonS'oi  corporate  bodies, 
make  the  access  to  a  particular  employment  slow,  costly,  or  difficult,  the 
wages  of  that  employment  may  be  kept  uiuch  above  their  natural  propor- 
tion to  the  wages  of  common  labour.  They  might  be  so  kept  without  any 
assignable  ]imit^  were  it  not  that  wages  which  exceed  the  usual  rate 
require  corresponding  prices,  and  that  there  is  a  limit  to  the  price 
at  which  even  a  restricted  number  of  producers  can  dispose  of  all  they  pro- 
duce. In  most  civilized  countries,  the  restrictions  of  this  kind  which  once 
existed  have  been  either  abolished  or  very  much  relaxed,  and  will,  no 
doubt,  soon  disappear  entirely.  In  some  trades,  however,  and  to  some 
extent,  the  combinations  of  workmen  produce  a  similar  cfi'ect.  Those 
combinations  alw.tys  fail  lo  uphold  wages  at  an  artificial  rate,  unless  they 
also  limit  the  number  of  competitors.  But  they  do  occasionally  succeed 
in  accomplishing  this.  In  several  trades  the  workmen  have  been  able  to 
make  it  almost  impracticable  for  strangers  to  obtain  admission  either  as 
joumcymcTi  or  as  apprentices,  except  in  limited  numbers,  and  under  such 
restrictions  as  they  choose  lo  impose.  It  was  given  in  evidence  to  the 
Hand-loom  Weavers  Commission,  that  this  is  one  of  the  hardships  which 
a^'gmi-.itc  the  ^ncvoiis  condition  of  that  depressed  class.     Tlieir  own 
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employment  is  ovcrslacked  and  almost  ruined  ;  but  there  are  many  other 
rades  which  it  would  not  be  itifficult  for  them  to  learn  ;  to  this,  however, 
he  combinatiors  of  workmen  in  those  other  trades  are  said  to  interpose 
n  obstacle  hitherto  insurmountable. 

Notwithstanding,  however,  the  cruel  manner  in  which  the  exclusive 
rinciple  of  these  combinations  operates  in  a  case  of  this  peculiar  nature, 

find  it  impossible  to  wish,  in  the  present  state  of  the  genernl  hnbiis  of 
.Ihc  people,  that  no  such  combinations  existed.  Acts  of  atrocity  are 
iomctimes  committed  by  them,  in  the  way  of  personal  outrage  or  inlimida- 
uhich  cannot  be  too  rigidly  repressed  :  and  even  their  legiiimate 
liberty  of  refusing  |o  work  unless  their  own  terms  are  conceded  to  them, 
they  not  unfrequently  exercise  in  an  injudicious,  unenlightened  manner, 
ultimately  very  injurious  to  themselves,  But  in  so  far  ns  they  do  succeed 
in  keeping  up  the  wages  of  any  trade  by  limitini;  its  numbers,  1  look  upon 
tbcm  as  simply  intrenching  round  a  particular  spot  against  the  inroads  of 
over- population,  and  making  tl>eir  wages  depend  upon  their  own  rate  of 
increase,  instead  of  depending  on  that  of  a  more  reckless  and  improvident 
;]a5S  than  themselves.     And  I  should  rejoice  if  by  trade  regulations,  or 

en  by  trades  unions,  the  employments  thus  specially  protected  could  be 

ultiplied  to  a  much  g-reater  extent  than  experience  has  shown  to  be 
'practicable.  What  at  first  sight  seems  the  injusticcofexcludmg  the  more 
numerous  class  from  sharing  the  gains  of  a  comparatively  fcM*,  disappears 
when  we  consider  that  by  being  admitted  they  would  not  be  made  better 
off,  for  more  than  a  short  time  :  the  only  pemianenl  effect  which  their  j 
admission  would  produce,  would  be  to  lower  the  others  to  their  own  level. ' 
If  indeed  the  general  mass  of  the  people  were  so  improved  in  tiieJi 
standard  of  livings  as  not  to  press  closer  against  the  means  of  employ- 
ment than  those  trades  do  ;  if,  in  other  words,  there  were  no  greater 
degree  of  overcrowding  outside  the  barrier,  than  within  it — there  would 
be  no  need  of  a  barrier,  and  if  it  had  any  effects  at  all,  they  must  be  bad 
ones  ;  but  in  that  case  tiie  barrier  would  fall  of  itself,  since  there  would  no 
longer  be  any  motive  for  keeping  it  up.  On  similargrounds,  if  there  were 
no  other  escape  from  that  fatal  immigration  of  Irish,  which  has  done  and 
is  doing  so  much  to  degrade  the  condition  of  our  agricultural,  and  some 
classes  of  our  town  population,  I  should  see  no  injustice,  and  the  greatest 

fiossible  expediency,  in  checking  that  destructive  inroad  by  prohibitive 
iiws.  But  there  is  a  better  mode  of  putting  an  end  to  this  mischief, 
namely,  by  improving  the  condition  of  the  Irish  themselves  ;  and  England 
owes  an  atonement  to  Ireland  for  past  injuries^  which  she  orghl  to  suffer 
almost  any  inconvenience  rather  than  fail  to  make  good,  by  using  her 
power  in  as  determined  a  manner  for  the  elevation  of  that  unfortunate 
people,  as  she  used  it  through  so  many  dreary  centuries  for  their  abase- 
ment and  oppression. 

§  7.  To  conclude  this  subject,  I  must  repeat  an  observation  already 
made,  thac  there  are  l^iiids  of  labour  nf  which  the  w.nji^'es  are  fixed  by 
C]JgtQiJo.and  not  by  ccimpe;iiinn.  Such  arc  ihc  fees  or  charges  of  pro- 
fesaifllial  persons  ;  of  physicians,  surgeons,  bairisiers,  and  even  attorneys, 
■fhese^as  a  general  rule,  do  not  vary,  and  although  competition  operates 
upon  those  classes  as  much  as  upon  any  others,  it  is  by  dividing  the 
business,  not,  in  general,  by  diminishing  the  rate  at  whith  it  is  paid.  The 
cause  of  this,  no  doubt,  is  an  opinion  prevailing  in  the  community,  that 
such  persons  are  more  trustworthy  if  paid  highly  in  proportion  to  the 
work  they  perfonn  :  insomuch  that  if  a  lawyer  or  a  physician  offered  hi* 
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services  at  less  than  the  ordinary  rate,  instead  of  gaining  more  practice, 
he  would  probably  lose  that  which  he  alr&ady  had.  For  analogous 
reasons  it  h  usi^al  to  pny  greatly  beyond  the  m.irket  price  of  their  labour, 
all  persons  in  whom  the  employer  wishes  to  place  peculiar  trust,  or  from 
whom  he  requires  something  besides  their  mere  services.  For  c^caniple, 
most  persons  who  can  afford  it,  pay  to  their  domestic  sciTants  higher 
wages  than  would  purchase  in  the  market  the  labour  of  persons  fully  as 
competent  to  the  work  required.  They  do  this,  not  from  mere  ostentation, 
bui  from  reasonable  morives  ;  because  they  desire  that  those  they  employ 
should  ser^-e  them  cheerfully,  and  be  anxious  to  remain  in  their  sen-ice  ; 
because  they  do  not  like  to  drive  a  hard  bargain  wiih  people  whom  they 
are  in  constant  intercourse  with  ;  and  because  tliey  dislike  to  have  near 
their  persons,  and  continually  in  their  sight,  people  with  the  appearance 
and  habits  which  are  the  usual  accompaniments  of  a  mean  remuneration. 
Similar  feelings  operate  in  the  minds  of  persons  iti  business,  with  respect 
to  their  clerks  and  other  employes.  Liberality,  generosity,  and  the  credit 
of  the  employer,  are  motives  which,  to  whatever  extent  they  operate, 
preclude  taking  the  utmost  advantage  of  competition  :  and  doubtless  such 
motives  mig^ht,  and  even  now  do,  operate  on  employers  of  labour  in  all  the 
great  departments  of  industry  j  and  most  desintble  is  it  that  they  should. 
But  they  can  never  raise  the  average  wages  of  labour  beyond  the  ratio  of 

ftopulatton  to  capita!.  By  giving  more  to  each  person  employed,  they 
imii  the  power  of  giving  employment  to  numbers  ;  and  however  excellent 
their  moral  effect,  they  do  little  good  economitally.  unless  the  pauperism 
of  those  who  are  shut  out,  leads  indirectly  to  a  readjustment  by  means  of 
an  increased  restraint  on  populatioru 


CHAPTER  XV. 

OF   PROFITS. 

§  I.  Having  treated  of  the  labourer's  sh^re  of  the  produce,  we  next 
proceed  to  the  share  of  the  capitalist ;  the  profits  of  capital  or  stock  ;  the 
gains  of  the  person  who  advances  the  expenses  of  production— who,  from 
funds  in  his  possession,  pays  the  wages  of  the  labourers,  or  supports  them 
during  the  work  ;  who  supplies  the  requisite  buildings,  materials,  and 
tools  or  machinery  ;  and  to  whom,  by  the  usual  terms  of  the  contract,  the 
produce  belongs,  to  be  disposed  of  at  his  pleasure.  After  indemnifying^ 
him  for  his  outlay,  there  commonly  remains  a  surplus,  which  is  his  profit ; 
the  net  income  from  his  capital  j  the  amount  which  he  can  afford  to  expend 
in  necessaries  or  pleasures,  or  from  which  by  further  saving  he  can  add 
to  his  wealth. 

As  the  wages  of  the  labourer  are  the  remuneration  of  labour,  so  the 
profits  of  the  capitalist  are  properly,  according  to  Mr.  Senior's  weli-chosen 
expression,  the  remuneration  of  abstinence.  They  are  what  he  gains  by 
forbearing  to  consume  his  cnpilal  for  his  own  uses,  and  allowing  it  lo  be 
consumed  by  productive  labourers  for  their  uses.  For  this  forbearance 
he  requires  a  recompense.  Very  often  in  personal  enjoyment  he  would 
be  a  gainer  by  souandcring  his  capital,  the  capital  amounting  lo  more 
than  the  sum  of  inc  profits  which  it  will  yield  during:  the  years  be  can 
expect  to  live,  liul  while  he  retains  it  undiminished,  he  has  always  the 
piwer  of  consuming  it  if  he  wishes  or  needs ;  he  can  bestow  it  upon 
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others  at  his  death  ;  and  in  the  meanrime  he  derives  from  it  an  income, 
which  be  can  wiihoiit  impoverishment  apply  to  the  satisfaction  of  his  own 
warns  or  inclinations. 

Of  llie  gains,  however,  which  the  possession  of  a  capital  enables  a 
person  to  make,  a  part  on!y  is  properly  an  equivalent  for  the  use  of  the 
capital  itself  ;  namely,  as  much  as  another  person  would  he  willing  to  pay 
for  the  loan  of  it.  This,  which  as  everybody  knows  is  called  interest,  is 
all  that  a  person  is  enabled  to  ^et  by  merely  abstaining  from  the 
itnmediale  consumption  of  his  capital,  and  allowing  it  to  be  ust:d  fur 
productive  purposes  by  others.  The  icmuneiation  which  is  obtained  in 
any  coontry  for  mere  abstinence,  is  measured  by  the  current  rale  of 
interest  on  the  best  security  ;  such  security  as  piecludes  any  appreciable 
chance  of  losing  the  principal.  What  a  person  expects  to  gain,  who 
•uperintends  the  employment  of  his  own  capital,  is  always  more,  and 
generally  much  more,  than  this.  The  rate  of  profit  greatly  exceeds  the 
rale  of  interest.  The  surplus  is  partly  compensation  for  risk.  Ry 
lending  his  capital  on  unexceptionable  security,  he  runs  little  or  no  risk. 
But  if  he  embarks  in  business  on  his  own  account,  he  always  exposes  his 
capital  to  some,  and  in  many  cases  to  very  great,  danger  of  total  or  panial 
loss.  For  this  danger  he  must  be  compensated,  otherwise  he  will  not  incur  it. 
He  must  likewise  be  remunerated  for  the  devotion  of  his  time  and  labour. 
The  control  of  the  operations  of  industry  usually  belongs  to  the  person 
who  supplies  the  whole  or  the  greatest  part  of  the  funds  by  which  they  are 
carried  on,  and  who,  according  to  the  ordinary  .iTrangcmcnt,  is  enher 
alone  interested,  or  is  the  person  most  interested  (at  lease  directly),  in  the 
result.  To  exercise  this  control  with  cfliciency,  if  the  concern  is  large 
and  complicated,  requires  great  assiduity^  and  often,  no  ordinary  skill. 
This  assiduity  and  skill  must  be  remunerated. 

The  gross  profits  from  capital,  the  gains  returned  to  those  who  supply 
the  funds  for  production,  must  suffice  for  these  three  purposes.  They 
must  afford  a  sufficient  reward  for  abstinence,  indemnity  for  risk,  and 
remuneration  for  the  labour  and  skill  required  for  superintendence.  These 
different  compensations  may  be  either  paid  to  the  same,  or  to  different 
persons.  The  capital,  or  sume  part  of  it,  may  be  borrowed  ;  may  belong 
to  some  one  who  does  not  undertake  the  risks  or  the  trouble  of  business. 
In  th.'^t  case,  the  lender,  or  owner,  is  the  person  who  practises  the 
abstinence ;  and  is  remunerated  fur  it  by  the  interest  paid  to  him,  while 
the  difference  between  the  interest  and  the  gross  profit  remunerates  the 
exertions  and  risks  of  the  undertaker.*  Sometimes,  again,  the  capital,  or 
a  part  of  it.  !s  supplied  by  what  is  called  a  sleeping  partner  ;  who  shares 
the  risks  of  the  employment,  but  not  the  trouble,  and  who,  in  consideration 
of  those  risks,  receives  not  a  mere  interest,  but  a  stipulated  shsre  of  the 
gross  profits.  Sometimes  the  capital  is  supplied  and  the  risk  incurred  by 
one  person,  and  the  business  carried  on  e.xclusively  in  his  name,  while  the 
trouble  of  management  is  made  over  to  another,  who  is  engaged  for  that 
purpose  at  a  fixed  salary.  Management,  however,  by  hired  sen'anis,  who 
liave  no  interest  in  the  result  but  that  of  preserving  their  salaries,  is  pro- 
verbially inefficient,  unless  they  act  under  the  inspecting  eye,  if  not  the 
controllitig  hand,  of  the  person  chiefly  interested  ;  and  prudence  almost 

*  It  is  to  be  Tccrrctted  that  this  word,  in  this  sense,  is  not  familiar  io  U)  Engli&h 
ear,  French  puhtica.1  econoniisis  enjoy  a  great  advrnlage  in  being  able  lo  tpeak 
currently  of  Us  ftejits  lic  VtttSriprsHtur. 
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•ilways  recommends  giving  to  a  manaf^er  not  thus  controlled,  a  remune- 
ration partly  dependent  on  the  protits  ;  which  virtuall/  reduces  the  case 
to  that  of  a  sleeping  partner.  Or  fmally.  the  same  person  may  own  the 
capital,  and  conduct  the  business  ;  adding,  if  he  will  and  can,  la  the 
management  of  his  own  capital,  that  of  as  much  more  as  tlie  owners  may 
be  willing  to  trust  him  with.  But  under  any  or  all  of  these  arrangements, 
the  same  three  things  require  their  remuneration,  and  must  obtain  it  from 
the  gross  profit  :  abstinence,  risk,  exertion.  And  the  three  parts  into 
which  proht  may  be  considered  as  resolving  itself,  may  be  described 
respectively  as  interest,  insurance,  and  wages  uf  superintendence. 

§  2.  The  lowest  rate  of  profit  which  can  permanently  exist,  is  that 
which  is  barely  adequate,  at  the  given  pLice  and  lime,  to  alTord  an 
equivalent  for  the  abstinence,  risk,  and  exertion  implied  in  the  employ- 
nient  of  capital.  From  the  gross  profit  has  first  to  be  deducted  as  much 
as  will  form  a  fund  sufficient  on  the  average  to  cover  all  losses  incident  to 
the  employment.  Next,  it  must  afi'ord  such  an  equivalent  to  the  owner 
of  the  capital  for  forbearing  lo  consume  it,  as  is  then  and  there  a  sufficient 
motive  to  him  to  persist  in  his  abstinence.  How  much  will  be  required  to 
form  ihis  equivalent,  depends  on  the  comparative  value  placed,  in  the 
given  society,  upon  the  present  and  the  future  :  [in  the  words  formerly 
used]  on  the  strength  of  the  effective  desire  of  accumulation.  Further, 
after  covering  all  losses,  and  remunerating  the  owner  for  his  self-denial, 
there  must  be  something  left  to  recompense  tlie  labour  and  skill  of  the 
person  who  devotes  his  lime  to  the  business.  This  recompense  too  must 
be  suiificient  to  enable  at  least  the  Owners  of  the  larger  capitals  to  receive 
for  their  trouble,  or  to  pay  to  some  manager  for  bis,  what  to  them  or  him 
^11  be  a  sufficient  inducement  for  undergoing  it.  If  the  surplus  is  no 
more  than  this,  none  but  large  masses  of  capital  will  be  employed  pro- 
ductively ;  and  if  it  did  not  even  amount  lo  this,  capital  xvould  be  with- 
drawn from  production,  and  unproductively  consumed,  until,  by  an  indirect 
consec^uence  of  its  diminished  amount,  to  be  explained  hereafter,  the  rate 
of  proht  was  raised, 

Such,  then,  is  the  minimum  of  profits  ;  but  that  minimum  is  exceedingly 
variable,  and  at  some  limes  and  places  extremely  low  ;  on  account  of  the 
great  variableness  of  two  out  of  its  three  elements.  That  the  rate  of 
necessary  remuneration  for  abstinence,  or  in  other  wonds  the  effective 
desire  of  accumulation,  differs  widely  in  ditTerent  states  of  society  and 
civilization,  has  been  seen  in  a  former  chapter.  There  is  a  still  wider 
difference  in  the  clement  which  consists  in  compensation  for  risk.  I  am 
not  now  speaking  of  the  differences  in  point  of  risk  between  diff"crent 
employments  of  capital  in  the  same  society,  but  of  the  very  different 
degrees  of  sectjrity  of  property  in  different  states  of  society.  Where,  as 
in  most  of  the  governments  of  Asia,  property  is  in  perpetual  danger  of 
spoliatiion  from  a  tyrannical  government,  or  from  its  rapacious  and  ill- 
controUed  officers  ;  where  to  possess  or  to  be  suspected  of  possessing 
wealth,  is  to  be  a  mark  not  only  for  plunder,  but  perhaps  for  personal  ill- 
treatment  to  extort  the  disclosure  and  surrender  of  hidden  valuables  ;  or 
where,  as  in  the  European  middle  ages,  the  WiSakness  of  the  government, 
e^'cn  when  not  itself  inclined  lo  oppress,  leaves  its  subjects  exposed 
without  protection  or  redress  to  active  spoliation,  or  audacious  vviihholding 
of  just  rights,  by  any  powerful  individual  ;  the  rate  of  profit  which  persons 
of  average  dispositions  will  require,  to  make  them  forego  the  immediate 
eiijuymcnc  of  what  they  happen  lo  possess,  for  llie  purpose  of  exposing  it 


and  ilitmselves  to  these  perils,  must  be  somelhing  very  considerablft. 
And  these  contingencies  alfect  those  who  live  on  the  mere  interest  of  their 
capital,  in  common  with  those  who  personally  engage  in  production.  In 
a  ijcnerally  secure  state  of  society,  ibe  risks  which  may  be  aiieudant  on 
the  nature  tif  particular  employments  seldom  fall  on  the  persun  who  lends 
his  capiial,  if  he  lends  on  yood  security  ;  but  in  a  state  of  society  hke  that 
of  Asia,  no  security  (except  perhaps  the  actual  pledge  of  gold  or  jewels) 
is  good  :  and  the  mere  possession  of  a  hoard,  when  known  or  suspected, 
exposes  it  and  the  possessor  to  risks,  for  which  scarcely  any  profit  he 
ronid  expect  to  obtain  would  be  an  equivalent ;  so  that  there  would  be 
still  less  accumulation  than  there  is,  if  a  state  of  insecurity  did  not  also 
nmhiply  the  occasions  on  whi.ch  the  possession  of  a  treasure  may  be  the 
means  of  saving  life  or  averting  serious  calamities.  I  hose  who  lend, 
under  these  wretched  governments,  do  it  at  the  utmost  peril  of  never  being 
paid.  In  most  of  the  native  states  of  India,  the  lowest  terms  on  whii^ 
any  one  will  lend  money,  even  to  the  government,  are  such  that  if  the 
interest  is  paid  only  for  a  few  years,  and  the  principal  not  at  all,  the  lender 
is  tolerably  well  indemnified,  If  the  accumulation  of  principal  and  com- 
pound interest  is  ultimately  compromised  at  a  few  shillings  in  the  pound, 
lie  has  ijcnerally  made  an  advantageous  bargain. 

§■  3,  The  remuneration  of  capital  in  different  employments,  like  the  rc- 
niuneration  of  labour,  varies  according  to  the  circumstances  which  render 
one  employment  more  attractive,  or  more  repulsive,  than  another.  The 
profits,  for  example,  of  retail  trade.  In  proportion  to  the  capital  employed, 
exceed  ttiose  of  wholesale  dealers  or  manufacturers,  for  this  reason  among 
others,  that  there  is  less  considerauon  attached  to  the  employment  The 
greatest,  however,  of  these  dilTerences,  is  that  caused  by  ditTcrence  of  risk. 
The  profits  of  a  gunpowder  mnnufacturer  must  be  considerably  greater 
[tiian  the  average,  to  make  up  far  the  peculiar  risks  to  which  he  and  his 
property  are  constantly  exposed.  When,  however,  as  in  tlie  case  of  marine 
adventure,  the  peculiar  risks  are  capable  of  being,  and  commonly  are, 
commuted  for  a  fixed  payment,  the  premium  of  insurances  takes  its  regular 
place  among  the  charges  of  production,  and  the  compensation  which  the 
Owner  of  the  ship  or  cargo  receives  for  that  payment,  does  not  appear  in 
the  estimate  of  his  profits,  but  is  includea  in  the  replacement  of  his 
capit&l, 

The  portion,  too,  of  the  g-ross  profit,  which  forms  the  remuneration  foi 

the  labour  and  skill  of  the  dealer  or  producer,  is  very  dilierent  in  dilTercnt 

mployments.     This  is  the  explanation  always  given  of  the  extruordinary 

lie  of  apothecaries'  profit:  the  greatest  part,  as  Adam  Smith  observes, 

jing   frequently  no   more   than   the  reasonable  wages  of  professional 

ittcndance ;  for  which,  until  a  late  alteration  of  the  law,  the  apothecary 

Kiuld  not  demand  any  remuneration,  except  in  the  prices  of  his  drugs. 

rSome  occupations  require  a  considerable  amount  of  scientific  or  technical 

sducalion  ;  and  can  only  be  carried  on  by  persons  who  combine  with  that 

Education  a  considerable  capital  :  such  is  the  business  of  an  engineer,  both 

^in  the  original  sense  of  the  term,  a  machine  maker,  and  in  its  popular  or 

raerivative  sense,  an  undertaker  of  public  works.     These  ar«  always  the 

tmost  profitable  employments.    There  are  cases,  again,  in  which  a  con- 

Fsiderable  amount  of  labour  and  skill  arc  required  to  conduct  a  business 

[necessarily  of  lin^ited  extent.     In  such  cases,  a  higher  than  common  rate 

[of  profit  i?  necessar)'  to  yield  only  the  common  rale  of  remuneration.     '  In 

small  sea-port  town,'  says  Adam  Smith,  *  a  little  grocer  will  make  forty 


283 


DISTRIBUTION. 


or  fii'iy  per  cent,  upon  a  slock  of  a  single  hundred  pounds,  wliile  a  con- 
siderable wholesale  merchant  in  the  same  place  will  scarce  make  eight  or 
ten  per  cent,  upon  a  slock  of  ten  thousand.  The  trade  of  the  jjroccr  may 
be  necessary  fur  the  conveniency  of  tlie  inhabiumts,  and  the  narrowness 
of  the  market  may  rot  admit  the  employment  of  a  larger  capita!  in  the 
business,  The  man,  however,  must  not  only  live  by  his  trsde,  but  live  by 
it  suitably  to  the  qualifications  which  it  requires,  besides  possessing  a 
little  capital,  he  must  be  able  to  read,  write,  and  account,  and  must  be  a 
tolerable  judge,  too,  of  perhaps  fifty  or  sixty  different  sorts  of  goods,  their 
prices,  qualities,  and  the  markets  where  they  are  to  be  had  cheapest. 
Thirty  or  forty  piDunds  a-year  cannot  be  considered  as  too  great  a  recom- 
pense ftir  the  labour  of  a  person  so  accomplished.  Deduct  this  from  thft 
seemingly  great  profiis  of  his  capital,  and  little  more  will  remain,  perhaps, 
than  the  ordinary  profits  of  stock.  The  greater  part  of  the  apparent  profic 
is,  in  this  case,  toOp  real  wages.' 

All  the  natural  monopolies  (meaning  hereby  those  which  are  created  by 
circumstances,  and  not  by  iaw)w]iich  produce  or  aggravate  the  disparities 
in  the  remuneration  ofdifl'erent  kinds  of  labour,  operate  similarly  betiveen 
difTerent  employments  of  capital.  If  a  busiuess  can  only  be  advantageously 
carried  on  by  a  large  capital,  this  in  most  countries  limits  so  narrowly  the 
class  of  persons  who  can  enter  into  the  employment,  that  they  are  enabled 
to  keep  their  rate  of  profit  above  the  general  level.  A  trade  may  also, 
from  the  nature  of  the  case,  be  confined  to  so  few  hands,  that  profits  may 
admit  of  being  kept  up  by  a  combination  among  the  dealers.  Il  is  well 
known  that  even  among  sn  numerous  a  body  as  the  London  booksellers, 
this  sort  of  combination  exists  ;  though  Individual  interest  Is  often  too 
strong  for  its  rules,  nor,  indeed,  docs  the  Combination  itself  include  the 
whole  trade,  I  have  already  mentioned  the  case  of  the  gas  and  water 
companies. 

§  4.  After  due  allowance  is  made  for  these  variotis  causes  of  iniCquaHty, 
namely,  dilTerences  in  the  risk  or  agreeableness  of  different  employments, 
and  natural  or  artificial  monopolies  :  the  r.-ite  of  profit  on  capilal  in  all 
employments  tends  to  an  equality.  .Such  is  the  proposition  usually  laid 
down  by  political  economists,  and  under  proper  explanations  it  is  true. 

That  portion  of  profit  which  is  properly  interest,  and  which  forms  the 
real  remuneration  for  abstinence,  is  strictly  the  samCj  at  the  same  lime 
and  place,  whatever  be  the  employment.  The  rate  of  interest,  on  equally 
good  security,  does  not  vary  according  to  the  destination  of  the  principal, 
though  it  docs  vary  from  time  to  time  very  much,  according  to  the  circuni- 
stances  of  the  market.  There  is  no  employment  in  which,  in  the  present 
state  of  industry,  competilion  is  so  active  and  incessant  as  in  the  lending 
and  borrowing  of  money.  All  persons  in  business  are  occasionally,  and 
most  of  them  constantly,  borrowers  :  while  all  persons  not  in  business, 
who  possess  moneyed  property,  are  lenders.  Between^  these  two  great 
bodies  there  is  a  numerous,  keen,  and  intelligent  class  of  middlemen, 
Composed  of  bankers,  stockbrokers,  discount  brokers,  and  others,  alive 
to  the  slightest  breath  of  probable  gain.  The  smallest  circumstance,  or 
the  most  transient  impression  on  the  public  mind,  which  tends  to  an 
increase  or  diminution  of  the  demand  for  loans  either  at  the  time  or  pros- 
pectively, operates  immediately  on  the  rate  of  interest :  and  circumstances 
in  the  general  state  of  trade,  really  tending  to  cause  this  diftcrence  of 
demand,  arc  continually  occurring,  sometimes  to  such  an  extent,  that  the 
n/te  of  iaierest  on  the  best  mercantile  bills  has  been  known  to  vaiy  within 
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a  year  (even  wiihoui  ihe  occurrence  of  the  great  derangement  called  a 
commercial  crisis)  from  less  than  fo«r  to  more  than  six  per  cent.  But,  at 
the  same  lime  and  place,  the  rate  of  imerest  is  llie  same,  to  all  wlio  can 
give  equally  good  security.  The  market  rate  of  interest  is  at  all  times  a 
known  and  definite  thing. 

It  is  far  otherwise  with  gross  profit ;  which,  though  (as  will  presently 
be  seen),  it  does  not  vary  much  from  employment  to  employment,  varies 
very  greatly  from  individual  to  individual,  and  can  scarcely  be  In  any  two 
cases  the  same.  It  depends  on  the  knowledge,  talents,  economy,  and 
energy  of  the  capitalist  himself,  or  of  the  agents  whom  he  employs  ;  on 
the  accidents  of  personal  connexion  ;  and  even  on  chance.  Hardly  two 
dealers  in  the  same  trade,  even  if  their  commodities  are  equally  good  and 
equaJly  cheiip,  carry  on  their  business  at  llie  same  expense,  or  tuni  over 
their  capital  in  tbe  same  time.  That  equal  capitals  give  equal  profits,  as 
a  general  maxim  of  trade,  would  be  as  false  as  that  eq\ial  age  or  size 
gives  equal  bodily  strength,  or  that  equal  reading  or  experience  gives  equal 
knowledtje.  The  effect  depends  as  much  upon  twenty  other  things,  as 
upon  the  single  cause  specified. 

But  though  profits  thus  vary,  the  parity,  on  the  whole,  of  different  modes 
of  employing;  capital  (in  the  absence  of  any  natural  or  artificial  monopoly) 
is,  in  a  certain,  and  a  very  important  sense,  maintained.  On  an  average 
(whatever  may  be  the  occasional  fluctviations)  the  various  employments  of 
capital  are  on  such  a  fooUng  as  to  hold  out.  not  equal  profits,  but  equal 
chances  of  profit,  to  persons  of  average  abilities  and  advantages.  By 
equal,  I  mean  after  making  compensation  for  any  inferiority  in  the  agree- 
ableness  or  safety  of  an  employment.  If  the  case  were  not  so  ;  if  there 
were,  evidently,  and  to  common  experience,  more  favourable  chances  of 
pecuniary  success  in  one  business  than  in  others,  more  persons  would 
engag^e  their  capital  in  the  business,  or  would  bring  up  their  sons  to  it  : 
which  in  fact  always  happens  when  a  business,  like  that  of  an  engineer  at 
present,  or  like  any  newly-established  and  prosperous  manufacture,  is 
seen  to  be  a  growing  and  a  thriving  one.  If,  on  the  contr-iry,  a  business 
is  not  considered  thriving  ;  if  the  chances  of  profit  in  it  are  thaught  to  be 
inferior  to  those  in  other  employments  ;  capital  gradually  leaves  it,  or  at 
least  new  capital  is  not  attracted  to  it  :  and  by  tbls  cliange  in  the  distri- 
bution of  capital  between  the  less  profitable  and  the  more  profitable 
employments,  a  sort  of  balance  is  restored.  The  expectations  of  profit, 
therefore,  in  different  employments,  cannot  long  contmue  very  different  : 
they  tend  to  a  common  average,  although  tbey  are  generally  oscillating 
from  one  side  to  the  oiherside  of  the  medium. 

This  equalizing  process,  commnnly  described  as  the  transfer  of  capital 
from  one  employment  to  another,  is  not  necessarily  the  onerous,  slow,  and 
almost  tinpracticabie  operation  which  it  is  very  often  represented  to  be. 
In  the  first  place,  it  does  not  always  imply  the  actual  removal  of  capital 
already  embarked  in  an  employment.  In  a  rapidly  progressive  state  of 
capital,  the  adjustment  often  takes  place  by  means  of  the  new  accumula- 
tions of  each  year,  which  direct  themselves  in  preference  towards  the 
more  thriving  trades  Even  when  a  real  transfer  of  capital  is  necessary, 
it  is  by  no  means  implied  that  any  of  those  who  are  engaged  in  the  un- 
profitable employment,  relinquish  business  and  break  up  their  establish- 
ments. The  numerous  and  multifarious  channels  of  credit,  through  which 
in  commercial  nations  unemployed  capital  ditVuscs  itself  over  the  field  of 

inployment,  flowing  over  in  greater  abundance  to  the  lower  levels,  i 
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the  means  Ijy  which  the  equalization  is  accompli  shed.  The  process  con- 
sists in  a.  limitation  by  one  class  of  dealers  or  producers,  and  an  extension 
by  the  other,  of  that  portion  of  their  business  which  is  carried  on  with 
borrowed  capital.  There  is  scarcely  any  dealer  or  producer  on  a  con- 
siderable scaJe,  who  confines  his  business  to  what  can  be  carried  on  by 
bis  own  funds.  When  trade  is  good,  he  not  only  uses  lo  the  utmost  his 
own  capital,  but  employs,  in  addition,  much  of  the  credit  which  that 
capital  obtains  for  him.  When,  either  from  oversupply  or  from  some 
slackening  in  the  detnand  for  his  commodiiy,  he  finds  chat  it  sells  more 
slowly  or  obtains  a  lower  price,  he  contracts  his  operations,  and  does  not 
apply  to  bankers  or  other  money  dealers  for  a  renewal  of  their  advances  lo 
the  same  extent  as  before.  A  business  which  is  increasing  holds  out,  on 
the  contrary,  a  prospect  of  profitable  employment  for  a  larger  amount  of 
this  floating  capital  than  previously,  and  those  engaged  in  it  become 
applicants  to  the  money  dealers  for  larger  advances,  which,  from  their 
improving  circumstances,  they  have  no  dithculty  in  obtaining.  A 
diHerent  distribution  of  floating  capital  between  two  employments,  has  as 
much  elTect  in  restoring  their  profits  to  an  equilibrium,  as  if  the  owners  of 
an  equal  amount  of  capital  were  to  abandon  the  one  trade  and  carry  their 
capital  into  the  other.  This  easy  and  as  it  were  spontaneous  method  of 
accommodating  production  to  demand,  is  quite  sutlicient  to  correct  any 
inequalities  arising  from  the  fluctuation  of  trade^  or  other  causes  of 
Ordmary  occurrence.  In  the  case  of  an  altogether  declining  trade,  in 
which  it  is  necessary  that  the  production  should  be^  not  occasionally 
varied,  but  greatly  and  permanently  diminished,  or  perhaps  stopped 
altogether,  the  process  of  extricating  the  capital  is,  no  doubt,  tardy  and 
difficult,  and  almost  always  attended  with  considerable  loss  ;  much  of  the 
capital  fixed  in  machinery,  buildings,  permanent  works,  etc.,  being  either 
not  applicable  to  any  other  purpose,  or  only  apphcable  after  expensive 
alterations,  and  time  being  seldom  given  for  ctfecting  the  change  in  the 
mode  in  which  it  ivould  be  effected  with  least  loss,  namely,  by  not  replac- 
ing the  fixed  capital  as  it  wears  out.  There  is  be&ides,  in  totally  chang- 
ing the  destination  of  a  capitaK  sa  great  a  sacrifice  of  established  con- 
nexion, and  of  acquired  skill  and  experience,  that  people  are  always  very 
slow  in  resolving  upon  it,  and  hardly  ever  do  so  unless  a  change  of  fonune 
has  become  quite  hopeless.  These,  however,  are  distinctly  exccpliunat 
cases,  and  even  in  these  the  equalization  is  at  last  elTected.  It  may  also 
happen  that  tlie  return  to  equilibrium  is  considerably  protracted,  when, 
before  one  inequality  has  been  corrected,  another  cause  of  inequality 
arises  ;  which  is  said  to  have  been  continually  the  case  during  a  long 
series  of  years,  with  the  production  of  cotton  in  the  Southern  Stales  o( 
North  America  ;  the  commodity  having  been  upheld  at  what  was  virtually 
a  monopoly  price,  because  the  increase  of  deinancl,  from  successive  im- 
provements in  the  manufacture,  went  on  with  a  rapidity  so  much  beyond 
expectation,  that  for  many  years  the  supply  never  completely  overtook  it. 
Bui  it  is  not  often  that  a  succession  of  disturbing  causes^  all  acting  in  the 
3.imc  direction,  arc  known  to  follow  one  another  with  hardly  any  interval. 
Where  there  is  no  monopoly,  the  profits  of  a  trade  are  likely  to  range 
sometimes  above  and  sometimes  below  the  general  Ic>  el,  but  tending 
always  to  return  to  it ;  like  the  oscillation  of  the  pendulum. 

In  general  then,  although  profits  arc  very  ditVerent  to  different  in- 
dividuals, and  to  the  same  individual  in  different  years,  there  cannot  be 
rmrh  diversity  at  the  some  time  and  place  to   the  average  profits  of 
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different  emtiloyiiients,  {oiUtr  ihan  the  standing  differences  r-rt'ccssary  lo 
compensate  for  difference  of  attractiveness,)  except  for  short  periods,  ov 
when  same  great  permanent  revulsion  has  overtaken  .-aparticular  trade. 
If  any  popular  impression  exists  that  some  trades/are  more  profitable 
than  otners,  independently  of  monopoly  or  of  sucJn'rare  accidents  as  have 
been  noticed  in  regard  to  the  cotton  trade,  ihie  impression  must  in  all 
probability  be  fallacious,  since  if  it  wera  shared  by  those  who  have 
greaiest  means  of  knowledge  and  mott"^es  to  accurate  examination,  there 
would  take  place  such  an  influx  of  cp^iitnl  as  would  soon  lower  the  profits 
lo  the  common  level.  It  is  true  iViat,  to  persons  with  the  same  amount  of 
original  means,  there  is  more  cViance  of  making  a  large  fortune  in  some 
employments  than  in  others-  But  it  would  be  found  that  in  those  same 
employments  bankruptcies  also  are  more  frequent,  and  that  the  chance  of 
greater  success  is  bala'iced  by  a  greater  probability  of  complete  failure. 
Very  often  it  is  morfi:  than  balanced  ;  for,  as  was  remarked  in  another 
case,  the  chance  o<  great  prices  oppiateswith  a  tjrealer  decree  of  strength 
than  arithmetic  ^'''1  warrant,  in  attracting  compeiilors  ;  and  I  doubt  nnt 
that  the  aver?^s  gains,  in  a  trade  in  which  larye  fortunes  may  be  made, 
are  lower  tt»an  '"  those  in  which  gains  arc  slow,  though  comparatively 
sure,  ant^ '"  which  nothing  is  to  be  ultimately  hoped  for  beyond  a  com- 
pcEencv-  The  timber  trade  of  Canada  is  one  example  of  an  employment 
of  cP'^^'*  partaking  so  much  of  the  nature  of  a  lottery,  as  lo  make  it  an 
acf^rediied  opinion  that,  taking  the  adventurers  in  the  aggregate,  there  is 
xpjre  money  lost  by  the  trade  than  gained  by  it  ;  in  other  words,  that  the 
average  rate  of  profit  is  less  than  nothing.  In  such  points  as  this,  mnch 
depends  on  the  characters  of  nations,  according  as  they  partake  more  or 
less  of  the  adventurous,  or,  as  it  is  called  when  the  intention  is  to  blame 
it,  the  gambling  spirit.  This  spirit  is  much  stronger  in  the  United  Slates 
than  in  Great  Brilaia  ;  and  in  Great  Britain  than  in  any  country  of  the 
Continent.  In  some  Continental  countries  the  tendency  is  so  much  the 
reverse,  that  safe  and  quiet  employments  probably  yield  a  less  average 
profit  to  the  capital  engaged  in  them,  than  those  which,  at  the  price  of 
greater  hazards,  offer  greater  gains- 
It  must  not  however  be  forgotten,  that  even  in  the  countries  of  moat 
active  competition,  custom  also  has  a  considerable  share  in  determining 
the  profits  of  ti-ade.  There  is  sometimes  an  idea  afloat  as  to  what  the 
profit  of  an  employment  should  be,  which  although  not  adhered  to  by  all 
the  dealers,  nor  perhaps  rigidly  by  any,  still  exercises  a  certain  infltience 
<iver  their  operations.  There  is  in  England  a  kind  of  notion,  how  widely 
prevailing  I  know  not,  that  fifty  per  cent,  is  a  proper  and  suitable  rate  of 
profit  in  retail  transactions  :  understand,  not  fifty  per  cent,  on  the  whole 
capital,  but  an  advance  of  fifty  per  cent,  on  the  wholesale  prices  :  from 
which  have  to  be  defrayed  bad  debts,  shop  rent,  the  pay  of  clerks,  shop- 
men, and  agents  of  all  descriplions— in  short,  all  the  expenses  of  the  retail 
business.  If  this  custom  were  universal,  and  strictly  adjiered  to,  com- 
petition indeed  would  slill  operate,  but  the  consumer  would  not  derive 
any  benefit  from  it ;  the  way  m  which  it  would  diminish  the  advantages 
of  those  engaged,  in  retail  trade,  would  be  by  a  greater  subdivision  of  the 
business.  The  inietisiiy,  howevrr,  of  modern  competition,  in  England  at 
least,  is  tending  lo  trcak  down  all  customs  of  this  description.  In  almost 
all  trades,  {at  least  in  ■\he  great  emporia  of  trade,)  there  are  now  numerous 
dealers  whose  motto  is, 'small  gams  and  frequent '—a  great  busmcss  at 
low  priccSj  rather  than  h^h  prices  and  few  transactions ;  and  by  turning 


over  their  ■#;pplial  more  rapidly,  and  adding  to  it  by  6q(rowedU;wi»JtaJi%cii 
needed,  the  v'lcalcrs  tyftcn  obiain  individually  higher  profits  ;  Ihouyh  they 
necessarily  loivo.-Ahc  ptotite  of  those  among  their  fompeiitpt*  ylio  ,do 

not  adopt  thf  '.r-inc    ■^I'urinli'.  ^,  ^       i*^ 

§  5-  The  ■  I  l<s  h»ve,  I  hope,  sufficicntJy  eUicidfited  what 

is  meant  by  j  irase,  'the  ordinary  rate  of  profit';  and  the 

sense  in  whiun,  nU  the  liraii^-uons  under  which,  this  ordraary  rate  i||S  a 
real  exisieiice.  li  no*  remains  to  consider,  wliafectiiiseafieM^Wie  its 
amount.  w*         (^  'o 

I  assume,  ihroughool,  ihc  itate  of  rAinj^s,  which,  where  the  labourers 
and  capitalists  are  separate  clhsses,  prcails.  with  few.  excenfions,  uni- 
versally ;  natnclj-,  that  the  capitalist  adv^Mices  ^he  whole  \xpenses, 
including  the  entire  remunetation  of  tlw  labouie*-.  fl^.i^  he  shouW  do  so 
is  nnt  a  matter  of  inherent  necessity  ;  thr  Ial>oufc>r  tnigiit  d-ait  until  the 
production  is  complete,  for  all  that  part  of  his  wages  which  exceeds  mere 
necessaries ;  and  even  for  the  whole,  if  he  has  funds  in  hand,  sufficient 
fur  his  temporary  support.  13ut  In  the  latter  case,  the  laSourcr  is  to  that 
extent  really  a  capitalist,  investing  capital  JQ  the  concern,  ^y  supplying  a 
portion  of  the  fundi  i\cce^s;iry  for  carrying  it  on  ;  and  even  m  -i^-  'i-^er 
case  he  may  he  looked  upon  in  the  same  light,  since,  ron;  ,^3 

labour  at  less  than  the  market  price,  he  may  be  regarded  a=  .  _^    j. 

diiTcrcnce  to  his  employer,  and  receiving  it  back  with  interest  (on  w^tuf 
ever  principle  computed)  from  the  proceeds  of  the  enterprise. 

The  capitalist,  then,  ni;iy  be  assumed  to  make  all  the  ad-    ■  -j 

receive  all  [he  produce.     His  profit  consists  of  the  excess  of  .  t 

above  the  advances  ;  his  raft-  of  profit  is  the  nitio  which  that  cxi_Ci4  bears 
to  the  amount  advanced.     But  what  do  the  adv.mces  consist  of? 

It  Is,  for  the  present,  necessary  to  suppose,  that  the  capitalist  does  not 
pay  any  rent ;  has  not  to  purchase  the  use  of  any  apprnpnated  natural 
agent.  This  indeed  is  scarcely  ever  the  exact  truth.  The  agricultural 
capitalist,  except  when  he  is  the  owner  of  the  soil  he  cultivates,  al*ays, 
or  almost  alwiiys,  pays  rent :  and  even  in  manufactures  (not  to  mpr.'inn 
ground-rent),  the  malerials  of  the  manufacture  have  generally  ptild  rent, 
~~  some  stage  of  their  production.  The  natnrc  of  rent,  however,  wc  liove 
yet  taken  into  consider.! lion  ;  and  it  will  hereafter  appear,  thai  no 

ictical  error,  on  the  quci^licin  we  are  now  e.xamining,  is  produced  by 
iisrcgardirg  it. 

If,  then,  leaving  rent  out  of  the  question,,  wc  inquire  in  what  it  is  that 
the  advances  of  the  capitalist,  for  purposes  of  production,  consist^  we  shall 
find  that  they  consist  of  wages  of  labour. 

A  large  portion  of  the  expenditure  of  every  capitalist  consists  in  iJie 
direct  payment  of  wages.  What  does  not  consist  of  this,  is  compi>«d  of 
materials  and  implements,  including  buildings.  But  materials  and  im- 
plements arc  produced  by  labour ;  and  as  our  supposed  capitalist  is  not 
meant  to  represent  a  single  employment,  but  to  be  a  type  of  the  pro- 
ductive industry  of  the  whole  coijntr>',  we  may  suppose  that  he  makes  his 
niiTi  tools,  and  raises  his  own  materials.  He  aoes  tiiis  by  means  of 
previous  advances,  which,  again,  consist  wholly  of  wages.  If  we  fuppostt 
liim  to  buy  the  nvncrials  and  tools  instead  of  producing  ihem.  the  ci-e  is 
not  altered  :  '  riays  to  a  previous  producer  the  w.ig«".     !  ;t 

previous  pn>  laid.     It  is  true,  he  repass  it  to  him  wi  j 

mad  if  be  had  prodMce<f  the  things  himself,  he  hiir-^lf  must  have  hay  .Ju: 
pro6t,  00  this  part  of  his  outlay,  as  well  as  on  evciy  uthcr  p,irt.    1  ii|  da. 
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however,  remains,  thai  in  ihe  whole  process  of  produciion,  beginning  with 
tlic  materials  ai^d  tools  and  ending  with  the  finished  product,  all  the 
advances  have  consisted  of  nothing  but  wages  ;  except  that  certain  of  ihe 
capitalists  coinjerned  have,  for  the  sake  of  general  convenience,  had  their 
share  of  profit  paid  to  them  before  the  operation  was  completed.  What- 
ever, of  the  ultimate  pioduct,  is  not  profit,  is  repayment  of  wages. 

§  6.  It  thus  appears  that  the  two  clemenis  on  which,  and  which  alone, 
the  gains  of  the  capitalists  depend,  are,  first,  the  magnitude  of  the  produce, 
in  other  words,  the  productive  power  of  labour  ;  and  secondly,  the  pro- 
portion of  that  produce  obtained  by  the  labourers  themselves  ;  the  ratio 
which  the  remuneration  of  the  labourers  bears  to  the  amount  they 
produce.  These  two  things  fonn  the  data,  for  determining  the  gross 
amount  divided  as  profit  among  all  the  capitalists  of  the  cotintry  :  but 
the  rrt/(f  of  profit,  the  percentage  on  the  capital,  depends  only  on  the 
second  of  the  two  elementSf  the  labourers'  proportional  share,  and  not  on 
the  amount  to  be  shared.  If  the  produce  of  labour  were  doubled,  and  the 
labourers  obtained  the  same  proportional  share  as  before,  that  is,  if  their 
remuneration  was  also  doubled,  the  capitalists,  it  is  true,  would  gain  twice 
as  much  ;  hut  as  they  would  also  have  had  to  advance  twice  as  much, 
the  rate  of  their  profit  would  be  only  the  same  as  before. 

We  thus  arrive  at  the  conclusion  of  Ricardo  and  others,  that  the  rate 
of  profits  depends  upon  wages  ;  rising  as  wages  fall,  and  falling  as  wages 
rise.  In  adopting,  however,  this  doctrine,  I  must  insist  upon  malting  a 
most  necessary  alteration  in  its  wording.  Instead  of  saying  that  profits 
depend  on  wages,  let  us  say  (what  Ricardo  really  meant)  that  they  depend 
on  the  cosi  pf  Uibour. 

Wages,  and  the  cost  of  labour  ;  what  labour  brings  in  to  Ihe  labourer, 
and  what  it  costs  to  the  capitalist  ;  are  ideas  quite  distinct,  and  which  it 
is  of  the  utmost  importance  to  keep  so.  For  this  purpose  it  is  essential 
not  to  designate  them,  as  is  almost  always  done,  by  the  same  name. 
W'ages,  in  public  discussions,  both  oral  and  printed,  being  looked  upon 
from  the  point  of  view  of  the  payers,  much  oftcner  than  from  that  of  the 
receivers,  nothing  is  more  conimon  than  to  say  that  wages  are  high  or 
low,  meaning  only  that  the  cost  of  labour  is  high  or  low.  The  reverse  of 
this  would  be  oftcner  the  truth  :  the  cost  of  labour  is  frequently  at  its 
highest  where  wages  are  lowest.  1  his  may  arise  from  two  causes.  In 
the  first  place,  the  labour,  though  cheap,  may  be  inefficient  In  no 
European  country  are  wages  so  low  as  in  Ireland  ;  the  remuneration  of  an 
Agricultural  labourer  in  the  west  of  Ireland  not  being  more  than  half  the 
ages  of  even  the  lowest-paid  Englishman,  the  Dorsetshire  labourer.  But 
if,  from  inferior  skill  and  industiy,  two  days'  labour  of  an  Irishman  accom- 
plish no  more  work  than  an  English  labourer  performs  in  one,  the  Irish- 
man's labour  costs  as  much  as  the  Englishman's,  though  it  brings  in  so 
much  less  to  himself.  The  capitalist's  profit  is  determined  by  the  former 
of  those  two  things,  not  the  latter.  That  a  dilTercnce  to  this  extent  really 
exists  in  the  efficiency  of  the  labourer,  is  proved  not  only  by  abundant 
testimony,  but  by  the  fact,  that  notwithstanding  the  lowness  of  wages, 
profits  of  capital  are  not  higher  in  Ireland  than  in  England. 
The  other  cause  which  renders  wages,  and  the  cost  of  labour,  no  real 
iteria  of  one  another,  is  the  varying  costliness  of  the  articles  which  the 
bonrer  consumes.  If  these  are  cheap,  wages,  in  the  sense  which  is  of 
portance  to  the  labourer,  may  be  high,  and  yet  the  cost  of  labour  may 
le  low  ;  if  dear,  the  labourer  may  be  wretchedly  off,  ahhongh  hia  laboMt 
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may  cost  mucb  to  the  capitalist.  This  lost  is  tlie  condition  of  a  country 
over- peopled  in  relation  to  its  land  ;  in  which,  food  being  dear,  ihe  poor- 
ness of  ine  labourer's  real  reward  does  not  prevent  Ubour  from  costing 
much  to  the  purchaser,  and  low  wapcs  and  low  profits  co-cxisL  The 
opposite  case  is  exemplified  in  the  United  States  of  America.  The 
labourer  there  enjoys  a  greater  abundance  of  comforts  than  in  any  country 
of  the  world,  except  some  of  our  newest  colonies  ;  but,  owing  to  the  cheap 
price  at  which  these  comforts  can  be  obtained  (combined  with  the  great 
efficiency  of  the  labourer),  the  cost  of  labour  to  the  capitalist  is  con- 
siderably lower  than  in  Europe.  It  must  be  ao,  since  the  rate  of  profit  is 
higher;  as  indicated  by  the  rate  of  interest,  which  is  six  per  cent,  at 
New  York  when  it  is  three,  or  three  and  a  quarter  per  rent,  in  London. 

The  cost  of  labour,  then,  is,  in  the  language  of  mathematics,  a  function 
of  three  variables  ;  the  efficiency  of  labour  ;  the  wages  of  labour  (meaning 
thereby  the  real  reward  of  the  labourer) ;  and  the  greater  or  less  cost  at 
which  the  articles  composing  that  real  reward  can  be  produced  or  pur- 
chased. It  is  plain  that  the  cost  of  labour  to  the  capitalist  must  be 
influenced  by  each  of  these  lhre«  circumstances  ;  and  cannot  l)e  .iffected 
by  any  others.  These,  therefore,  are  also  the  circumstances  which  deter- 
mine the  rate  of  profit ;  and  it  cannot  be  in  any  way  affected  except 
through  one  or  other  of  them.  If  labour  generally  became  more  efficient, 
without  being  more  highly  rewarded  ;  if,  without  its  becoming  less 
efficient,  its  remuneration  fell,  no  increase  taking  place  in  the  cost  of  the 
articles  composing  that  remuner.it ion  ;  or  if  those  articles  became  leas 
costly,  without  the  labourer's  obtaining  more  of  them  ;  m  any  one  of  these 
three  cases,  profits  would  rise.  If,  on  the  contrary,  labour  became  less 
efficient  (as  it  might  do  from  diminished  bodily  vigour  in  the  people,  or 
from  delerioraled  cducationj  ;  or  if  the  labourer  obtained  a  higher  rc- 
muiieratton,  without  any  increast^d  cheapness  in  the  things  composing  it ; 
or  if,  without  hts  obtaining  more,  that  which  he  did  obtain  became  more 
costly  ;  profits,  in  all  these  cases,  would  suffer  a  diminution.  And  there 
is  no  otiicr  combination  of  circumstances,  in  which  the  general  rale  of 
profit  of  a  country,  in  all  employments  indifferently,  can  either  fall  or 
rise. 

The  evidence  of  these  propositions  can  only  be  stated  generally,  though, 
it  is  hoped,  conclusively,  in  this  stage  of  our  subject.  It  will  come  out  in 
greater  fulness  and  force  when,  having  taken  into  consideration  the  theory 
of  Value  and  Price,  we  shall  be  enabled  to  exhibit  the  law  of  profits  in  the 
concrete— in  the  complex  entanglement  of  circumstances  in  which  it 
actually  works.  This  can  only  be  done  in  the  ensuing  Book.  One  topic 
still  remains  to  be  discussed  in  the  present  one,  so  far  as  it  admits  of  being 
treated  independently  of  considerations  of  Value  ;  the  subject  of  Rent  • 
10  which  we  now  proceed. 


CHAPTER  XVI. 


OF  RENT. 

§  1.  Thic  requisites  of  production  being  labour,  capital,  and  natural 
agents  ;  the  only  person,  besides  the  labourer  and  the  capitalist,  whose 
consent  is  nccessar>"  to  production^  and  who  can  claim  a  share  of  the  pro- 
duce as  the  price  of  that  consent,  is  the  person  who,  by  the  arranjjements 
c^sodcty,  /jossesses  exclusive  power  over  some  naturai  agent.     The  land 
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IS  tTie  principal  of  the  natural  agents  which  are  capable  of  being'  appro- 
priatea,  and  ihe  consideration  paid  for  its  use  is  called  rem.  Landed 
proprietors  are  the  only  class,  of  any  numbers  or  iinportaace,  ^\ho  have  a 
claim  to  a  share  in  tlie  distribution  of  the  produce,  tbrougb  their  oivixer- 
&hip  of  something'  which  neither  they  nor  any  one  else  have  produced.  If 
there  be  any  other  cases  of  a  similar  nature,  they  will  be  easily  under- 
stood, when  the  nature  and  laws  of  rent  are  comprehended. 

It  is  at  once  evident,  that  rent  is  the  ellect  of  a  monopoly  i  though  the 
monopoly  is  a  natural  one,  which  may  be  regulated^  which  may  even  be 
held  as  a  trust  for  the  community  generally,  but  which  cannot  be  pre- 
sented from  existing-.  The  reason  why  landowners  are  able  to  require  rent 
for  their  land,  is  that  it  is  a  commodity  which  many  want,  and  which  no 
one  can  obtain  but  from  them.  If  all  Ihe  land  of  the  country  belong^cd  to 
one  person,  he  could  fi.t  the  rent  at  his  pleasure.  The  whole  people  would 
be  dependent  on  his  will  for  the  necessaries  of  life,  and  he  might  make 
what  conditions  he  chose.  This  ii  the  actual  state  of  things  in  those 
Oriental  kingdoms  in  which  the  land  is  considered  the  property  of  the 
state.  Rent  is  then  confounded  with  taxation,  and  the  despot  may  exact 
the  utmost  which  the  unfortunate  cultivators  have  to  give.  Indeed,  the 
exclusive  possessor  of  the  land  of  a  coimtry  could  not  w-ell  be  other  than 
despot  of  It.  The  efiect  would  be  much  the  same  if  the  land  belonged  to 
so  few  people  thai  they  could,  and  did,  concert  together  as  one  man,  and 
fix  the  rent  by  agreement  among-  themselves.  This  case,  however,  is 
nowhere  known  to  exist :  and  the  only  remaining  supposition  is  that  of 
free  competition ;  the  landowners  being  supposed  to  be,  as  in  fact  they 
are,  too  numerous  to  combine. 

§  2.  A  thing  which  is  limited  in  quantity,  even  though  its  possessors  do 
not  act  in  concert,  is  still  a  monopolized  article.  But  even  when 
monopolized,  a  thing-  which  is  the  gift  of  nature,  and  requires  no  labour  or 
outlay  as  the  condition  of  its  existence,  will,  if  there  be  competition  among 
the  holders  of  it,  command  a  price,  only  if  it  exists  in  less  quantity  than 
the  demand.  Jf  the  whole  land  of  a  coimtr)*  were  required  for  cultivation, 
all  of  it  might  yield  a  rent.  But  in  no  country  of  any  extent  do  the  wants 
of  the  population  require  that  all  the  land,  which  is  capable  of  cultivation, 
should  be  cultivated.  The  fnod  and  other  agricultural  produce  which  the 
people  need,  and  which  they  are  willing  and  able  to  pay  for  at  a  price 
which  remunerates  the  grower,  may  always  be  obtained  without  cultivat- 
itig  all  the  land  ;  sometimes  without  cultivating  more  than  a  small  part  of 
it  ;  Ihe  more  fertile  lands,  or  those  in  the  more  convenient  situations, 
being  of  course  preferred.  There  is  always,  therefore,  some  land  which 
cannot,  in  existing-  circumstances,  pa^  any  rent ;  and  no  land  ever  pays 
rent,  unless,  ia  point  of  fertility  or  situation,  it  belongs  to  those  superior 
kinds  which  exist  in  less  quantity  than  the  demand — which  cannot  be 
made  to  yield  all  the  produce  required  forthe  commnnity,  unless  on  terms 
still  less  ad\-anrageous  than  the  resort  to  less  favoured  soils. 

There  is  land,  such  as  the  deserts  of  Arabia,  which  will  yield  nothing  to 
any  amount  of  labour  ;  and  there  is  land,  like  some  of  our  hard  sandy 
heaths,  which  would  produce  something,  but,  in  the  present  slate  of  the 
soil,  not  enough  to  defray  the  expenses  of  production.  Such  lands,  unless 
by  some  application  of  chemistry  to  agriculture  still  remaining  to  be 
invented,  cannot  be  cultivated  for  profit,  unless  some  one  actually  creates 
a  soil,  by  spreading  new  ingredientiover  the  surface,  or  mixing  them  with 
'le  existing  inatctiala.    If  ingrwlicnis  fitted  for  this  purpose  ex\^t\\yvV*. 
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subsoil,  or  clo«  at  hand,  the  improvement  even  of  the  most  unpromising' 
spots  may  ansu'er  as  a  speculation  :  but  if  those  ingredients  are  cosily, 
and  must  be  brought  from  a  distance,  it  will  seldom  answer  to  do  this  for 
the  sake  of  profit,  thnj^jh  the  'magic  ofprnperty'  will  someiimes  effect  it. 
Land  which  cannot  possibly  yield  a  profit,  is  sometimes  cultivated  at  a 
loss,  the  cultivators  having  their  wants  partially  supplied  from  other 
sources  ;  as  in  the  case  of  paupers,  and  some  monasteries  or  charitable  in- 
stitutions, among  which  may  be  reckoned  the  Poor  Colonics  of  Belgium. 
The  worst  ].ind  which  can  be  cultivated  as  a  itjeans  of  subsistence,  is  that 
which  will  just  replace  the   seed,  and  the  food   of  the  laViourcrs  em- 

filoyed  on  it,  together  with  what  Dr.  Chalmers  calls  their  secondaries  ;  that 
!,  the  labourers  refjuired  for  supplying  them  with  tools,  and  with  the 
remaining  necessaries  of  life.  Whether  any  given  land  is  capable  of 
doin^  more  than  this,  is  not  a  question  of  political  economy,  but  of 
physical  fact.  The  supposition  leaves  nothing  for  profits,  nor  anything  for 
the  labourers  except  necessaries  :  llie  land,  therefore,  can  only  be 
cuhivated  by  the  labourers  themselves,  or  else  at  a  pecuniary  loss  :  and  d 
fortiori^  cannot  in  any  contingency  alTord  a  rent.  The  worst  land  which 
can  be  cultivated  as  an  investment  lor  capital,  is  (hat  which,  after  replac- 
ing the  seed,  not  only  feeds  the  agricultural  labourers  and  their 
secondaries,  but  alTords  them  the  current  rate  of  wages,  which  may 
extend  to  much  more  than  mere  necessaries ;  and  leaves  for  those  who 
have  advanced  the  wages  of  these  two  classes  of  labourers,  a  surplus 
equal  to  the  profit  they  could  have  expected  from  any  other  employment 
of  their  capital.  Whether  any  given  land  can  do  more  than  this^  is  not 
merely  a  physical  question,  but  depends  partly  on  the  market  value 
of  agricultural  produce.  What  the  land  can  do  for  the  labourers  and  for 
the  capitalist  beyond  feeding  all  whom  it  directly  or  indirectly  employs,  of 
course  depends  upon  what  the  remainder  of  the  produce  can  be  sold  for. 
The  higher  the  market  value  of  produce,  Uie  lower  arc  the  soils  to  which 
cultivation  can  descend,  consistently  with  affording  to  the  capital  em- 
ployed the  ordinary-  rate  of  profit. 

As,  however,  differences  of  fertility  slide  into  one  another  by  insensible 
gradations  ;  and  differences  of  accessibility,  that  is,  of  distance  from 
markets,  obviously  do  the  same  ;  and  since  there  is  land  so  barren  that  it 
could  not  pay  for  its  cultivatiun  at  any  price  ;  it  is  evident  tbat,  whatever  the 
price  may  be,  there  must  in  any  extensive  region  be  some  land  which  at 
that  price  will  just  pay  the  wages  of  the  cultivators,  and  yield  to  the 
capital  envployed  the  ordinary  profit,  and  no  more-  Until,  therefore, 
tlic  price  rises  higher,  or  until  some  improvement  raises  that  particular 
land  to  a  higher  place  in  the  scale  of  fertility,  it  cannot  pay  any  rent.  \\ 
is  evident,  however,  that  the  community  needs  the  produce  of  this  quality 
of  land ;  since  if  the  lands  more  fertile  or  belter  situated  than  it,  could 
have  suihced  to  supply  the  wants  of  society,  the  price  would  not  have 
lisen  so  high  as  to  render  its  cuhiv.ation  profitable.  This  land,  therefore, 
will  be  cultivated  ;  and  we  may  lay  it  down  as  a'principle,  that  so  long  as 
any  of  the  land  of  a  cuuntry  which  is  fit  for  cultivation  is  not  cultivated, 
the  worst  land  in  actual  cultivation  {in  point  of  fertility  and  situation 
together)  pays  no  rent. 

§  3.  If,  then,  of  the  land  in  cultivation,  the  iwtn  which  yields  least 
return  to  the  labour  and  capital  employed  on  it  gives  only  the  ordinary 
profit  of  capital,  without  leaving  anything  fnr  rent ;  a  standard  is  afforded 
ioi  estimating  the  amotint  of  rent  which  will  be  yielded  by  all  other  land. 


Anjrland  yields  just  as  much  more  tTian  the  ordinary  profits  of  stock,  as 
it  yields  more  inan  what  is'  returned  by  the  worst  land  in  cuUivalion. 
The  surplus  is  what  the  fanner  can  afford  to  pay  as  rent  to  the  landlord  I 
and  since,  if  he  did  not  so  pay  it,  he  would  receive  more  than  the 
ordinary  rate  of  profit,  the  competition  of  other  capitalists,  that  competi- 
tion which  equalizes  the  profits  of  ditTercnt  capitals,  will  enable  the  land- 
lord to  appropriate  it.  The  rent,  therefore,  which  any  iand  wilt  j-ield,  is 
the  excess  of  its  produce,  beyond  what  would  be  returned  to  the  same 
capital  if  employed  on  the  worst  land  in  cultivation.  This  is  not,  and 
never  was  pretended  to  be,  the  limit  of  metayer  rents,  or  of  cottier  rents  ; 
but  it  is  the  limit  of  farmers'  rents.  No  land  rented  to  a  capitalist  farmer 
will  permaniently  yield  more  tlian  this  ;  and  if  it  ever  yields  less,  it  must 
be  because  the  landlord  foregoes  a  part  of  what,  if  he  chose,  he  could 
obtain, 

This  is  the  theory  of  rent,  first  propounded  at  the  end  of  the  last 
century  by  Dr.  Anderson,  and  which,  neglected  at  the  time,  was  almost 
simultaneously  rediscavered,  twenty  years  after,  by  Sir  Edward  West, 
Mr.  Malibus  and  Mr.  Ricardo.  It  is  one  of  the  cardinal  doctrines  of 
political  economy  ;  and  until  it  was  understood,  no  consisEent  explanation 
could  be  given  of  many  of  the  more  complicated  industrial  phenomena. 
The  evidence  of  its  truth  will  be  manifested  with  a  great  increase  of  clear- 
ness, when  we  come  to  trace  the  laws  of  the  phenomena  of  Value  and 
Price.  Until  that  is  done,  it  is  not  possible  to  free  the  doctrine  from 
every  difiicuky  which  may  present  itself,  nor  perhaps  to  convey,  to  those 
previously  unacquainled  with  the  subject,  more  than  a  general  apprehen- 
sion of  the  reasoning  by  which  the  theorem  is  arrived  at.  Some,  how- 
ever, of  the  objections  commonly  made  to  it,  admit  of  a  complete  answer 
even  in  the  present  stage  of  our  inquiries. 

It  has  been  denied  that  there  can  be  any  land  in  cultivation  which  pays 
no  rent ;  because  landlords  (it  is  contended)  would  not  allow  their  land  to 
be  occupied  without  payment.  Those  who  lay  any  stress  on  this  as  an 
objection,  must  think,  that  land  of  the  quality  which  can  but  just  pay  for 
its  cultivation,  lies  together  in  large  masses,  detached  from  any  land  of 
better  quality,  If  an  estate  consisted  wholly  of  this  land,  or  of.  this  and 
still  worse,  it  is  likely  enough  that  the  owner  would  not  g^ive  the  use  of  it 
for  nothing  ;  he  would  probably  (if  a  rich  man)  prefer  keeping  it  for  other 
purposes,  as  for  exercise,  or  ornament,  or  perhaps  as  a  game  preserve. 
No  farmer  could  afford  to  offer  him  anything  for  it,  for  purposes  of  cuiturc ; 
though  soraclhing  would  probably  be  obtamed  for  the  use  of  its  natural 
pasture,  or  other  spontaneous  produce.  Even  such  land,  hnwever,  would 
not  necessarily  remain  uncultivated.  It  might  be  farmed  by  the  proprietor; 
no  unfrequent  case  even  in  England.  Portions  of  it  might  be  granted  as 
temporary  allotments  to  labouring  families,  either  from  philanthropic 
motives,  or  to  save  the  poor-rate ;  or  occupation  might  be  allowed  to 
squatters,  free  of  rent,  in  the  hope  their  labour  might  give  it  value  at 
some  future  period.  Both  these  cases  are  of  quite  ordinary  occurrence. 
So  that  even  if  an  estate  were  wholly  composed  of  the  worst  land  capable 
of  profitable  cultivation,  it  would  not  necessarily  lie  uncultivated  because 
it  could  pay  no  rent.  Inferior  land,  however,  does  not  usually  occupy, 
without  inlerruption,  many  square  miles  of  ground  ;  it  is  dispersed  here 
and  there,  with  patches  of  better  land  intermixed,  and  the  same  person 
who  rents  the  better  land,  obtains  along  with  it  the  inferior  soils  which 
.alternate  with  it.     He  pays  a  rent,  nominally  for  the  whole,  lax-ws^***-^ 
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calculated  on  ihe  produce  of  those  parts  alone  (however  small  a  poriicn 
of  the  whole)  which  are  capable  of  remmin^  more  than  the  common  rate 
(rf  profit.  It  is  thas  scientif]cally  true,  that  the  remaining  parts  pay  no 
rent. 

§  4.  Let  uSf  howc\*er,  suppcise  that  there  were  a  validity  in  this  objec- 
tJon,  which  can  by  no  means  be  conceded  to  it ;  that  when  the  demand  of 
the  communily  bad  forced  up  food  to  such  a  price  as  would  remunerate 
the  expense  of  producing  ii  from  a  certain  quality  of  soil,  it  happened 
nevertheless  that  all  the  soil  of  that  quality  was  withheld  from  cultivarit* 
by  the  obstinacy  of  the  owners  in  demanding^  a  rent  for  it,  not  nominal, 
nor  trifling,  but  sufficiently  onerous  to  be  a  material  item  in  the  calcula- 
tions of  a  farmer.  What  would  then  happen?  Merely  that  the  increase 
of  produce,  which  the  wants  of  society  required,  would  for  the  time  be 
obtained  wholiy  (as  it  always  is  partially),  not  by  an  extension  of  culiiva- 
tion,  but  by  an  increased  application  of  labour  and  capital  to  land  already 
cultivated. 

Now  we  h.ive  already  seen  that  this  increased  application  of  capital, 
other  things  being  unaltered,  is  always  attended  with  a  smaller  propor- 
tional return.  We  are  not  to  suppose  some  new  agricultural  invention 
uiade  precisely  at  this  juncture :  nor  a  sudden  extension  of  agricultural 
skill  and  knowledg^e,  bringing  irito  more  general  practice,  just  theft, 
inventions  already  in  partial  use.  We  are  to  suppose  no  change,  except 
a  demand  for  more  com,  and  a  consequent  rise  of  its  price.  "Die  rise  of 
price  cn.ibles  measures  to  be  taken  for  increasing  the  produce,  which 
could  not  have  been  taken  with  profit  at  the  previous  price.  The  farmer  uses 
more  expensive  manures ;  or  manures  land  which  he  formerly  left  to 
nature;  or  procures  lime  or  marl  from  a  distance,  as  a  dressing  for  the 
soil;  or  pulveriies  or  weeds  it  more  thoroughly;  or  drains,  irrigates,  ot 
subsoils  portions  of  it,  which  at  former  prices  would  not  have  paid  the 
cost  of  the  operation  ;  and  so  forth.  These  things,  or  some  of  them,  are 
done,  when,  more  food  being  w.inied,  cullivation  has  no  means  of  ex- 
panding itself  upon  new  lands.  And  when  the  impulse  is  given  to  extract 
an  increased  amount  of  produce  from  the  soil,  the  farmer  or  improver  will 
only  consider  whether  the  outlay  he  makes  for  the  purpose  will  be  returned 
to  him  with  the  ordinary  profit,  and  not  whether  any  surplus  will  remain 
for  rent.  Even,  therefore,  if  it  were  the  fact,  that  there  is  never  any  land 
taken  into  cultivation,  for  which  rent,  and  that  too  of  an  amount  worth 
taking  into  consideration,  was  not  paid  ;  i:  would  be  true,  nevertheless, 
that  there  is  always  some  a^tcu//um!  capital  which  pays  no  rent,  because 
it  returns  nothing  beyond  Uie  ordinary  rate  of  profit :  (his  capita)  being 
the  portion  of  capital  last  applied — that  to  which  the  last  addition  to  the 
produce  was  due  ;  or  (to  express  the  essentials  of  the  case  in  one  phrase), 
that  which  is  applied  in  the  least  favourable  ciraimstances.  But  the  same 
amount  of  dem.^nd,  and  the  same  price,  which  enable  tliis  least  productive 
portion  of  capilal  barely  to  replace  itself  with  the  ordinary  pruS?.  enable 
every  other  portion  to  yield  a  surplus,  proportioned  to  Oie  advantage  it 
possesses.  And  this  surplus  it  is,  which  competition  enables  the  landlord 
to  appropriate.  The  rent  of  all  land  is  measured  by  the  excess  of  the 
retiim  to  the  whole  capital  employed  on  it,  above  what  is  necessary  10 

•4ace  the  capital  with  the  ordinary  r.ite  of  profit,  or  in  other  words, 
!  what  the  same  capital  would  yield  if  it  were  all  employed  in  as 
intagcous   circumstances  as  the  least  productive    portion  of  it : 
r  that  least  productive  ponton  of  capital  is  rendered  so  by  being 
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employed  on  the  worst  soil,  or  by  being  expended  id  extortingr  more 
produce  rrom  land  which  already  yieldeil  as  much  as  it  could  be  made  to 
part  with  on  easy  terms.  _    /- 

It  is  not  pretended  that  the  facts  of  any  cancreie  case  conform  with 
absolute  precision  to  this  or  any  other  scientific  principle.  Wc  must 
never  forget  chat  the  truihs  of  political  economy  are  truths  only  in  the 
rough.  It  is  not,  for  example,  stricUy  true  that  a  farmer  will  cultivate  no 
land,  and  apply  no  capital,  which  returns  less  than  the  ordinary  profits. 
He  will  expect  the  ordinary  profits  on  the  bulk  of  his  capital  But  when 
he  has  cast  in  bis  lot  with  his  farm,  and  bartered  his  skill  and  exertions, 
once  for  all,  against  what  the  farm  will  yield  to  him,  he  will  probably  be 
willing  to  expend  capital  on  It  (for  an  immediate  return)  in  any  manner 
which  will  afford  him  a  surplus  profit,  however  small,  hcyond  the  value  of 
the  risk,  and  the  interest  which  he  must  pay  for  the  capital  if  borrowed, 
or  can  get  for  it  elsewhere  if  it  is  his  own.  But  a  new  farmer,  entering 
on  the  land,  would  make  his  calculations  differently,  and  would  not 
commence  unless  he  could  expect  the  full  rale  of  ordinary  profit  on  all  the 
capital  which  he  intended  embarking  in  the  enterprise.  Again,  prices 
may  range  hipher  or  lower  during  the  currency  of  a  lease,  than  was 
expected  when  the  contract  was  made,  and  the  land,  therefore,  may  be 
over  or  under-rented  :  and  even  when  the  lease  expires,  the  landlord  may 
be  unwilling  to  grant  a  necessary  diminution  of  rent,  and  the  fanner, 
rather  than  relinquish  his  occupation,  or  seek  a  farm  elsewhere  when  all 
are  occupied,  may  consent  lo  go  on  paying  too  high  a  rent.  Irregulari- 
ties like  these  we  must  always  expect :  it  is  impossible  in  political 
economy  to  obtain  general  theorems  embracing  the  complications  of 
circumstances  which  may  alTect  the  result  in  an  individual  case.  The 
laws  which  we  are  enabled  lo  lay  down  respecting  rents,,  profits,  wages, 
prices,  are  only  true  in  so  far  as  the  persons  concerned  are  free  from  the 
influence  of  any  other  motives  than  those  arising  from  the  general 
circumstances  of  the  case,  and  are  guided,  as  to  those,  by  the  ordinary 
mercantile  estimate  of  profit  and  loss.  Applying  this  twofold  supposition 
to  the  case  of  farmers  and  landlords,  it  will  be  true  that  the  farmer 
requires  the  ordinary  rate  of  profit  on  the  whole  of  his  capital;  that 
whatever  it  returns  to  him  beyond  this  he  is  obliged  to  pay  to  the  land- 
lord, but  will  not  consent  to  pay  more  ;  that  there  is  a  portion  of  capital 
applied  to  agriculture  in  such  circumstances  of  produciivencss  as  to  yield 
only  the  ordmary  profits  ;  and  that  the  difference  between  the  produce  of 
this,  and  of  any  other  capital  of  similar  amount,  is  the  measure  of  the 
tribute  which  that  other  capital  can  and  will  pay,  under  the  name  of  rent, 
to  the  landlord.  This  constitutes  a  law  of  rent,  as  near  the  trath  as  such. 
a  law  can  possibly  be  :  though  of  course  modified  or  disturbed  in  indi- 
vidual cases,  by  pending  contracts,  individual  miscalculations,  the  in- 
fluence of  habit,  and  even  the  particular  feelings  and  dispositions  of  the 
persons  concerned. 

§  5.  A  remark  is  often  made,  which  must  not  here  be  omitted,  although, 
I  think,  more  importance  has  been  attached  to  It  than  it  merits.  Under 
the  name  of  rent,  many  payments  are  commonly  included,  which  are  not 
a  remuneration  for  the  original  powers  of  the  land  itself,  but  for  capital 
expended  on  it  The  additional  rent  which  land  yields  in  consequence 
of  this  outlay  of  capital,  should,  in  the  opinion  of  sonic  writers,  be 
regarded  as  profit,  not  rent.  But  before  this  can  be  admitted,  a  distinc- 
tion must  be  made.    The  annual  payment  by  a  t.tKMrt.  ^tacax  -t^^-v'vv 


DISTRIBUTION. 


¥ 


includes  a  consideration  for  the  use  of  the  buildings  on  the  farm ;  not 
only  barns,  .stables,  and  other  outhouses,  but  a  house  to  live  in.  not  to 
speak  of  fences  and  the  like.  The  landlord  will  ask,  and  the  tenant  ^ve, 
for  these,  whatever  is  cansidered  sufficient  to  yieltl  the  ordinary  profit,  or 
rather  (risk  and  trouble  being'  here  out  of  the  question)  the  ordinary 
interest,  on  the  value  of  the  buildings ;  that  is,  on  what  it  has  cost  to 
erect  them,  or  ratlier,  on  what  it  would  now  cost  to  erect  others  as  good  : 
the  tenant  being^  bound,  in  addition,  to  leave  them  in  as  good  repair  as 
he  found  them,  for  otherwise  a  much  tarter  payment  than  simple  interest 
would  of  course  be  required  from  him.  These  buildings  are  as  distinct  a 
thing  from  tlie  farm,  as  the  stock  or  the  limber  on  it ;  and  what  is  paid  for 
them  can  no  more  be  calied  rent  of  land,  than  a  payment  for  catlle  would 
be,  if  it  were  the  custom  that  the  landlord  should  stock  the  farm  for  the 
tenant.  The  buildings,  like  the  caitJe,  are  not  land,  but  capital,  regularly 
consumed  and  reproduced  ;  and  all  payments  made  in  consideration  for 
them  are  properly  interest, 

But  with  regard  to  capital  actually  sunk  in  improvements,  and  not 
requiring  periodical  renewal,  but  spent  once  for  all  in  giving  the  land  a 
permanent  increase  of  productiveness,  it  appears  to  me  that  llie  return 
made  to  such  capital  loses  altogether  the  character  of  profits,  and  is 
governed  by  the  principles  of  rent.  It  is  true  that  a  landlord  will  not 
expend  capital  in  improving  his  estate  unless  he  expects  from  the  im- 
provement an  increase  of  income,  surpassing  the  interest  of  his  outlay. 
Prospectively,  this  increase  of  income  may  be  regarded  as  profit ;  bat 
when  the  expense  lias  been  incurred,  and  the  improvement  made,  the 
rent  of  the  improved  land  is  governed  by  the  same  rules  as  that  of  the 
unimproved.  Equally  fertile  land  commands  an  equal  rent,  whether  its 
fertility  is  natural  or  acquired ;  and  1  cannot  think  that  the  incomes  of 
those  who  own  the  Bedford  Level  orthe  Lincolnshire  Wolds,  oujjht  lo  be 
called  profit  and  not  rent  because  those  lands  would  have  been  worth 
next  to  nothing  unless  capital  had  been  expended  on  them.  The  owners 
are  not  capitalists,  but  landlords ;  they  have  parted  with  their  capital ; 
it  is  consumed,  destroyed  ;  and  neither  is,  nor  is  to  be,  returned  to  them, 
like  the  capital  of  a  farmer  or  manufacturer,  from  what  it  produces.  In 
lieu  of  it  they  now  have  land,  of  a  certain  richness,  whicla  yields  the  same 
rent,  and  by  the  opcnilion  of  the  same  causes^  as  if  it  had  possessed  from 
the  beginning  the  degree  of  fertility  which  h.-is  been  artificially  given  to  it. 

An  American  political  economist  of  merit,  Mr.  H.  C.  Carey.*  lakes 
away,  still  more  completely  than  I  have  attempted  to  do,  the  distinction 
between  these  two  sources  of  rent,  by  rejecting  one  of  them  altogether : 
he  considers  all  rent  as  the  effect  of  cipiial  expended.  In  proof  of  this, 
he  contends  that  the  whole  pecuniary  value  of  all  the  land  in  any  country, 
in  England  for  instance,  or  in  the  United  States,  does  not  amount  to 
anything  approaching  to  the  sum  which  has  been  laid  out,  or  which  it 
would  even  now  be  necessary  to  lay  out,  in  order  to  bring  the  country  to 
its  present  condition  from  a  state  of  primn»val  forest.  This  assertion  at 
first  sight  presents  itself  as  a  most  st.irtling  paradox,  seeming  lo  imply, 
that  the  lands  of  all  countries,  taken  on  the  average,  are  not  worth  what 
has  been  laid  out  in  improring  them;  and' that,  to  the  proprietors,  the 
improvement  of  land  has  on  the  whole  been  a  miscalculation.    But  on 
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[examining  Mr.  Care/s  data,  it  appears  that  he  by  no  me^Tis  asserts  this. 
fin  his  estimate  of  the  capital  sunk  in  the  land,  he  includes  all  which  has 
Fbeen  laid  OLt  in  making  roads  and  canals  ;  that  is,  not  in  adding  to  the 
lvalue  of  land  already  occupied,  but  in  rendering  other  and  rivai  lands 
l^acressihle.     Making  up  the  account  on  this  principle,  the  result  brouy^ht 
lout  by  Mr.  Carey  is  perhaps  correct,  and  if  it  is  not,  easily  might  be  so. 
(Roads  and  canals  are  not  constructed  to  raise  the  value  of  the  land  which 
[.already  supplies  the  markets,  but  (amon^  other  purposes}  to  cheapen  the 
l&upply,  by  letting  in  the  produce  of  other  and  more  distant  lands  ;  and 
ilhe  more  effectually  this  purpose  is  attained,  the  lower  rent  will  be.     If 
iwe  could  imagine  (hat  the  railways    and'canals  of  the  United  Stales, 
^Instead  of  only  cheapening  communication,  did  their  business  so  efiec- 
ally  as  to  annihilate  cost  of  carriage  aliOKCther,  and  enable  the  produce 
Michigan  to  reach  the  market  of  New  York  as  quickly  and  cheaply  as 
e  produce  of  Long  Island — the  whole  value  of  all  the  land  of  the  United 
(Slates  (except  such  as  lies  convenient  for  building)  would  be  annihilated  ; 
for  rather,  the  best  would  only  sell  for  the  expense  of  clearine^,  and  the 
[■government  tax  of  a  dollar  and  a  quarter  per  acre  ;  since  land  m  Michi- 
^gan,  equal  to  the  best  in  the  United  States,  maybe  had  in  unlimited 
abundance  by  that  amount  of  outlay.    But  it  is  strange  that  Mr.  Carey 
should  think  this  fact  inconsistent  with  the  Ricardo  theory  of  rent    Ad- 
mitting all  that  he  asserts,  it  is  still  true  that  as  long  as  there  is  land 
whidi  yields  no  rent,  the  land  which  does  yield  lent,  does  so  in  conse- 
quence of  some   advantage   which    it   enjoys,   in    fertility  or  vicinity  to 
[narkets,  over  the  other ;  and  the  measure  of  its  advantage  is  also  the 
measure  of  its  rent   And  the  cause  of  its  yielding  rent,  is  that  it  possesses 
a  natural  monopoly ;  the  quantity  of  land,  as  favourably  circumstanced 
as  itself,  not  bemg  sutScient  to  supply  the  market.     These  propositions 
consritute  the  theory  of  rent  laid  down  by  Ricardo  ;  and  if  tbcy  are  true, 
I  cannot  see  that  it  signities  much  whether  the  rent  which  the  land  yields 
at  the  present  time  is  greater  or  less  than  the  interest  of  the  capital 
which  has  been  laid  out  to  raise  its  value,  together  with  the  interest  of 
I  the  capital  which  has  been  laid  out  to  lower  its  value.    This  seems  to  me 
'an  altogether  unimportant  question.* 

"  In  »  mure  recent  work,  entitled  'The  Pait,  the  Present,  and  ihc  Future,'  Mr. 
Carey  lakes  another  Rround  of  obifiction  to  the  Ricardo  theory  of  rent,  namely, 
that  in  point  of  historical  fact,  the  Utuls  fit?it  brought  under  cultivation  are  not  the 
most  fertile,  Imt  the  barren  lan<ls.  ^  We  find  the  settler  invariably  occupying  ihe 
hii;h  and  thin  lands  requiring  little  clearing  aiid  no  drainage  ;  those  wnich  c^n 
yicM  but  a  smnll  return  lo  labour ;  sintl  as  invariably  IriivHIing  down  thcliil!s,and 
clcarinf;  and  draining  the  lower  and  richer  lands  as  population  ami  Mcalth  increase. 
.  .  .  When  population  IS  small,  and  land  consequently  abundant,  the  woik  of 
cultivation  is,  and  always  must  be,  comrrcnccrl  nnou  the  poorer  soils.  With  the 
growth  of  population  and  wealth  other  soils  yielding  a  larger  return  lo  labour  are 
always  brought  into  oclivity,  with  a  constantly  increasing  return  to  the  labour  ex. 
pcnded  upon  them.' 

It  is  true  that  the  lands  which  require  the  greatest  amount  of  clearing  and 
ilrainirg  arc  sclilora  the  first  ciilhvatei]  :  it  is  probably  llic  fact,  that  in  new 
countries  cultivation  usuaMy  begins  on  the  hills,  and  de'»:en(ls  from  these  to  the 
valleys  ;  and  for  this  reason  it  may  not  unfrequenlly  happen  (though  ceituinly  not 
by  any  invariable  law)  ihat  the  richest  lands  rcronin  longer  unoccupied  than  others 
which  are  less  natu;rallj|  productive,  even  in  proportion  to  the  smaller  amount  of 
labour  and  outlay  which  their  cultivation  requires.  Mr.  Cnrey,  however,  will 
hardly  pretend  that  in  any  old  country  Ihe  iincuUivaled  lands  arc  gcncrnlly  those 
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over  their  vaipital  more  rapidly,  and  adding  to  it  by  IJfifrnw^f^  gapitaKApn 
needed,  the  isealeri  often  obtain  individually  higher  prohts  'though  (hey 
neccj'^aiily  lowci-  the  protib  of  thuse  among  Iheir  compeiiti>ii^<ho  ^o 
not  adopt  th*  v-iui"   --lii.rinic.  ^,  _^     Vi» 

ks  b-ive,  I  hope,  sufficiently  elucidated  what 

:iraae,  'the  ordinary  r^ite  of  profit';  and  the 

iitnii^-jjons  under  which,  this  ordinary  rate  J^^  a 

remains   to  consider,  wlvi^c(i"ilse9^e^™ie  its 

I  assume,  throughout,  the  state  of  rAunps,  which,  where  the  labout^re 
and  capitalists  arc  separate  cllsses,  prc-ails,  wiili  fcwtexcewions,  uni- 
versally ;  namely,  that  the  capitalist  aav.£nce&  nhe  ■  whdle  Expenses, 
including  the  entire  renuineration  of  the  laboute*-.  fT^a?  he  shouM  do  so, 
is  not  a  matter  of  inherent  ncceasitj- ;  ih'  labouto*-  mitdit  wait  until  the 
production  is  complete,  for  all  that  part  of  his  wage^  which  exceeds  mere 
necessaries  ;  and  even  for  the  whole,  if  he  has  funds  *n  hand,  sufficient 
for  his  temporar>*  support.  But  in  the  latter  case,  the  I;iSoi;n  t  ■-  :.-  rhnt 
extent  really  a  capitalist,  investing  capiul  iq  the  con'iern,  ^v  a 

portion  of  the  funds  nccessiiry  for  carrj'ing  it  on  ;  and  even  .  ,.f 

case  he  may  be  looked  upon  in  the  same  lijiht,  since,  rout  jj 

labour  at  less  than  the  market  price,  he  may  be  resiarded  as  ^   ;  n 

difference  to  his  cmplciyer,  and  receiving  it  back  with  iatcresi  \Cib  ^n~ 
ever  principle  computed)  from  tlie  proceeds  of  the  etilerprisc. 

The  aipitalist,  then,  may  be  assumed  to  make  nil  the  m^    ■  .4 

receive  all  tlie  produce.     His  profit  consists  of  die  excess  of    .  ^' 

above  the  advances  ;  his  ra/c  of  profit  is  the  ratio  which  that  cxctii  licarft 
to  the  amount  advanced.     But  what  do  the  advances  consist  of? 

It  is,  for  the  present,  necessary  to  suppose,  that  the  capitalist  does  not 
pay  any  rent ;  has  not  to  purchase  the  use  of  any  appropriated  natural 
agent.  This  indeed  is  scarcely  ever  the  exact  truth.  The  agricultural 
capitalist,  except  when  he  is  the  owner  of  the  soil  he  cultivates,  ahv3)-3, 
or  almost  always,  pays  rent :  and  even  in  manuf^icturcs  (not  to  mention 
ground-rent),  the  materiats  of  the  manufacture  have  generally  paid  rent, 
m  some  stage  of  their  production.  The  nature  of  rent,  however,  we  have 
not  yet  taken  into  considennion ;  .and  it  will  hereafter  appear,  that  no 
practical  error,  on  the  question  we  are  now  examining,  is  produced  by 
disregarding  it. 

if,  then,  leaving  rent  out  of  the  question,  we  inquire  in  what  It  \s  that 
the  advances  of  the  capitalist,  for  purposes  of  production,  consist, iftt  shall 
find  that  they  consist  of  wages  of  labour. 

A  large  portion  of  the  expenditure  of  every  cipitalist  consist*  in  the 
direct  payment  of  wages.  What  docs  not  consist  of  this,  is  comprrsed  of 
materials  and  implements,  including  buildings.  But  materials  and  im- 
plements are  produced  by  labour  ;  and  as  our  supposed  capitalist  is  n-jl 
meant  to  represent  a  single  employment,  but  to  be  n  type  of  the  pro- 
ductive industi7  of  the  whole  countiy,  we  may  suppose  that  he  makes  his 
own  tools,  and  raises  his  own  materials.      He  does  this  by  means  of 

Krevious  advances,  which,  again,  consist  wholly  of  wages.     If  we  supjwse 
im  to  buy  the  m-^tcrials  and  tools  instead  of  producing  iheni,  the  1:  i^-c  i» 
not  altered  :  he  then  repays  to  a  previous  producer  the  wagP-«   .  1 
previous  producer  hai  paid.     It  is  true,  he  rcpap  it  to  him  iv  li 
ftnd  if  he  had  produced  the  things  himself,  he  hin-sclf  must  have  h.u^  ia^i 
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however,  FCmainti,  tliat  in  the  whole  process  of  production,  beginning  with 
ihe  materiiils  and  tools  and  endiDg  with  the  finished  product,  all  the 
advances  have  consisted  of  nolhing-but  wages  ;  except  that  certain  of  the 
cipiiaiists  concemed  have,  for  the  s,ike  of  general  convenience,  had  iheir 
share  of  profit  paid  to  them  before  the  operation  was  completed.  What- 
ever, of  the  ulumate  product,  is  not  profit,  is  repayment  of  tt-ages. 

§  6.  It  thus  appears  thai  the  two  elements  on  which,  and  which  alone, 
the  gains  of  the  capitalists  depend,  are,  firat,  the  magnitude  of  the  produce, 
in  other  words,  the  productive  power  of  labour  ;  and  secondly,  the  pro- 
portion of  thai  produce  obtained  by  the  labourers  themselves  ;  the  ratio 
which  the  remuneration  of  the  labourers  bears  to  the  amount  they 
produce.  These  tvi'o  things  form  the  data  for  delcrininiDg  the  gross 
amount  divided  as  profit  among  all  the  capitalists  of  the  comiuy  :  but 
the  rale  of  profit,  the  percentage  on  the  capital,  depends  only  on  the 
second  of  the  two  elements,  the  labourers'  proportional  share,  and  not  on 
the  amount  to  be  shared.  If  the  produce  of  lahour  were  doubled,  and  the 
labourers  obtained  the  same  proportional  share  as  before,  that  is,  if  their 
remuneration  was  also  doubled,  the  capitalists^it  is  true,  would  gain  twice 
as  much  ;  but  as  they  would  also  have  had  to  advance  twice  as  much, 
the  rate  of  their  profit  would  be  only  the  same  as  before. 

We  thus  arrive  at  the  conclusion  of  Ricardo  and  others,  that  the  rate 
of  profits  depends  upon  wages  ;  rising  as  wages  fa!!,  and  falling  as  wa^s 
rise.  In  adopting,  however,  this  doctrine,  I  must  insist  upon  making  a 
most  necessary  alteration  in  its  wording.  Instead  of  saying  that  profits 
depend  on  wages,  let  us  say  (what  Kicardo  really  meant)  that  they  depend 
on  the  <ost  of  labour. 

Wages,  and  the  coat  of  labour  ;  what  labour  brings  in  to  the  labourer, 
and  what  it  costs  to  the  capitalist  i  are  ideas  quite  distinct,  and  which  it 
is  of  the  utmost  importance  to  keep  so.  For  this  purpose  it  is  essential 
not  to  designate  them,  as  is  almost  always  done,  by  the  same  name. 
Wages,  in  public  discussions,  both  oral  and  printed,  being  loohed  upon 
from  the  point  of  view  of  the  payers,  much  oftcner  than  from  that  of  the 
receivers,  nothing  is  more  common  than  to  say  that  wages  are  high  or 
low,  meaning  only  that  the  cost  of  labour  is  high  or  low.  The  reverse  of 
this  would  be  oftener  the  truth  :  the  cost  of  labour  is  frequently  at  its 
highest  where  wa^es  are  lowest.  This  may  arise  from  two  c.nuses.  In 
the  first  place,  the  labour,  though  cheap,  m.iy  be  inefficient  In  no 
European  country  arc  wages  so  low  as  in  Ireland  ;  the  remuneration  of  an 
agricultural  labourer  in  the  west  of  Ireland  not  being  more  than  half  the 
wages  of  even  the  lowest-paid  Englishman,  the  Dorsetshire  labourer.  But 
if,  from  inferior  skill  and  induslrj',  two  days'  labour  of  an  Irishman  accom- 
plish no  more  work  than  an  English  labourer  performs  in  one,  the  Irish- 
man's labour  costs  as  much  as  the  Englishman's,  though  it  brings  in  so 
much  less  to  himself.  The  capitalist's  profit  is  determined  by  the  former 
of  these  two  things,  not  the  latter.  That  a  difference  to  this  extent  really 
exists  in  the  efficiency  of  the  labourer,  is  proved  not  only  by  abundant 
testimony,  but  by  the  fact,  that  notwithstanding  the  lowncss  of  wages, 
profits  of  capital  are  not  higher  in  Ireland  than  in  England. 

The  other  cause  which  renders  wnges,  and  the  cost  of  labour,  no  I'ftal 
criteria  of  one  another,  is  the  varying  costliness  of  the  articles  which  the 
hibourer  consumes.  If  these  are  cheap,  wages,  in  the  sense  which  is  of 
unporlance  to  the  labourer,  may  be  high,  and  yet  the  cost  of  labour  may 

low  ;  if  dear,  the  labourer  may  be  wretchedly  off,  although  hig  labour 
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may  cost  much  to  the  capitalist  This  last  is  the  condition  of  a  country 
over-peopled  in  relation  to  its  laad  ;  in  whicli,  food  being  dear,  the  poor- 
ness of  the  labourer's  real  reward  docs  not  prevent  labour  from  costing 
much  to  the  purchaser,  and  low  wages  and  low  profits  co-exist.  The 
opposite  case  is  exemplified  in  the  United  States  of  America.  The 
labourer  there  enjoys  a  greater  abundance  of  comforts  than  in  any  country 
of  the  world,  except  some  of  our  newest  colonies  ;  but,  owing  to  the  cheap 
price  at  which  these  comforts  can  be  obtained  (combined  with  the  great 
efficiency  of  the  labourer),  the  cost  of  labour  to  the  capitali&l  is  con- 
siderably lower  than  in  Europe.  It  must  be  so,  since  the  rate  of  profit  is 
higher ;  as  indicated  by  (he  rate  of  interest,  which  is  six  per  cent,  at 
New  York  when  it  is  three,  or  tin  ee  and  a  quarter  per  cent,  in  London. 

The  cost  of  labour,  then,  is,  in  the  language  of  mathematics,  a  function 
of  three  variables  :  the  efficiency  of  labour ;  the  wages  of  labour  (meaning 
thereby  the  real  reward  of  the  labourer) ;  arid  the  greater  or  less  cost  at 
which  the  articles  composing  that  real  reward  can  be  produced  or  pur- 
chased. It  is  plain  that  the  cost  of  labour  to  the  capitalist  must  be 
infiuenced  by  each  of  these  three  circumstances  ;  and  cannot  be  affected 
bj^  any  others,  These,  therefore,  are  also  the  circumstances  which  deter- 
mine the  rate  of  profit ;  and  it  cannot  be  in  any  way  afiectcd  except 
through  one  or  other  of  ihem.  If  labour  generalSy  became  more  efficient, 
without  being  more  highly  rewarded  ;  if,  vviihout  its  becoming  less 
efficient,  its  remuneration  fell,  no  increase  taking  place  in  the  cost  of  the 
articles  composing  that  remuneration  ;  or  if  those  articles  became  less 
costly,  without  (he  labourer's  obtaining  more  of  them  j  in  any  one  of  these 
three  cases,  profits  would  rise.  If,  on  the  contrary,  labour  became  less 
efficient  (as  it  might  do  from  diminished  bodily  vigour  in  the  people,  or 
from  deteriorated  educationj  ;  or  if  the  labourer  obtained  a  higher  re- 
muneration, without  anv  increased  cheapness  in  the  things  composing  it ; 
or  if,  without  his  obtaining  mnre,  that  which  he  did  obtain  became  more 
costly  ;  profits,  in  all  these  cases,  would  suffer  a  diminution.  And  there 
is  no  other  combination  of  circumstances,  in  which  the  general  rate  of 
profit  of  a  country,  in  all  employments  indifferently,  can  cither  fall  or 
rise. 

The  evidence  of  these  propositions  can  only  be  stated  generally,  though, 
it  is  hoped,  conclusively,  in  lliis  sta^e  of  our  subject.  It  will  come  out  in 
greater  fulness  and  force  when,  havmg  taken  into  consideration  the  theory 
of  Value  and  Price,  we  shaH  be  enabled  to  exhibit  the  law  of  profits  in  the 
concrete — in  the  complex  entanglement  of  circumstances  in  which  it 
actually  works.  This  can  only  be  done  in  the  ensuing  Boole.  One  topic 
still  remains  to  be  discussed  in  the  present  one,  so  far  as  it  admits  of  being 
treated  independently  of  considerations  of  Value  ;  the  subject  of  Rent  ■ 
to  which  we  now  proceed. 


CHAPTER  XVI.  _ 

or  RENT. 

§  I.  The  requisites  of  pruduciion  being  labour,  capital,  and  natural 
agents  ;  the  only  person,  besides  the  labourer  and  the  capitalist,  whose 
consent  1$  necessary  to  production,  and  who  can  claim  a  share  of  the  pro- 
duce as  the  price  of  that  consent,  is  the  person  who,  by  the  arrangements 
of  society,  possesses  exclusive  power  over  some  natural  agent    The  land 


13  the  principal  of  the  natural  agfents  which  are  capable  of  being  .ippro- 
piiateij,  and  the  consideration  paid  for  its  use  is  called  rent.  Landed 
proprietors  are  the  only  class,  of  any  numbers  or  imponance,  i\ho  have  a 
claim  to  a  share  in  the  distribution  of  the  produce,  through  their  owner- 
ship of  someihingf  which  neither  they  nor  any  one  else  have  produced.  If 
there  be  any  other  cases  of  a  similar  nature,  they  will  be  easily  under- 
stood,  when  the  nature  and  laws  of  rent  are  comprehended. 

It  is  at  once  evident,  that  rent  is  the  eftcct  of  a  monopoly  ;  though  the 
monopoly  is  a  natural  one,  which  may  be  regulated,  which  may  even  be 
held  as  a  trust  for  the  community  generally,  but  which  cannot  be  pre- 
vented from  existing.  The  reason  why  landowners  are  able  torecjuire  rent 
for  their  land,  is  that  it  is  a  commodity  which  many  want,  and  which  no 
One  can  obtain  but  from  them.  If  all  the  land  of  the  country  belonged  to 
one  person,  he  could  fix  the  rent  athia  pieaaute.  The  whole  people  would 
be  dependent  on  his  will  for  the  necessaries  of  life,  and  lie  might  make 
what  conditions  he  chose.  This  is  the  actual  state  of  things  in  those 
Oriental  king;doms  in  which  the  land  is  considered  the  properly  of  the 
slate.  Rent  is  then  confounded  with  taxation,  and  the  despot  may  exact 
the  utmost  which  the  unfortunate  cultivators  have  to  give.  Indeed,  the 
exclusive  possessor  of  the  land  of  a  country  could  not  well  be  other  than 
despot  of  It-  The  effect  would  be  much  the  same  if  the  land  belonged  to 
so  few  people  that  they  could,  and  did,  concert  topeiher  as  one  man,  and 
fix  the  rejnt  by  agreement  among  themselves.  This  case,  however,  is 
nowhere  known  to  exist :  and  the  only  remaining  supposition  is  that  of 
free  competition  ;  the  landowners  being  supposed  to  be,  as  in  fact  they 
are,  too  numerous  to  combine. 

§  2.  A  thing  which  is  limited  in  quantity,  even  though  Its  possessors  do 
not  act  in  concert,  is  stili  a  monopoli;ed  article.  But  even  when 
monopolized,  a  thing  which  is  the  gift  of  nature^  and  requires  n^  labourer 
oudaya^  ilie  condition  of  its  existence,  will,  if  there  be  competition  among 
the  hulders  of  It,  command  a  price,  only  if  it  exists  in  less  quantity  than 
the  demand.  Ifthe  whole  land  of  a  country  were  required  for  cultivation, 
all  of  it  might  yield  a  rent.  But  in  no  countrj"  of  any  extent  do  the  wants 
of  the  population  require  tliat  all  the  land,  which  is  capable  of  cultivation, 
should  be  cultivated.  The  food  and  other  agricultiu-al  produce  which  the 
people  need,  and  which  they  are  willing  and  able  to  pay  for  at  a  price 
which  remunerates  the  grower,  may  always  be  obtained  without  cultivat- 
ing all  the  land  ;  sometimes  without  cultivating  more  than  a  small  part  of 
it  ;  ihe  more  fertile  lands^  or  those  in  the  more  convenient  situations, 
being  of  course  preferred.  There  is  always,  therefore,  some  land  which 
cannot,  in  existing  circumstances,  pay  any  rent ;  and  no  land  ever  pays 
rent,  unless,  in  point  of  fertility  or  situation,  it  belongs  to  those  superior 
kinds  which  exist  in  less  quantity  than  the  demand— which  cannot  be 
made  to  yield  all  the  produce  required  for  the  community,  unless  on  terms 
still  less  advatitageous  than  the  resort  to  less  favoured  soils. 

There  is  land,  such  as  the  deserts  of  Arabia,  which  will  yield  nothing  to 
any  amount  of  labour  ;  and  there  is  land,  like  some  of  our  hard  sandy 
heaths,  which  would  produce  something,  but,  in  the  present  stale  of  the 
soil,  not  enough  to  defray  the  expenses  of  production.  Such  lands,  unless 
by  some  application  of  chemistry  to  agriculture  still  remaining  to  be 
invented,  cannot  be  cultivated  for  profit,  unless  some  one  actually  creates 
a  soil,  by  spreading  new  ingrcdientsaver  the  .surface,  or  mhcing  them  with 
the  existing'-  materials.    If  bigrcdients  fitted  for  this  purpose  exist  It.  \.V«. 
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subsoil,  or  cloae  at  haniJ,  the  improvement  even  of  the  most  unpromising 
spots  may  ansu'cr  as  a  speculation  :  but  if  those  ingredienls  are  costly, 
and  must  be  brought  from  a  distance,  it  will  seldom  answer  to  do  this  for 
the  sake  of  profit,  though  the  '  magic  of  property '  will  soitietimcs  effect  it. 
Land  which  cannot  possibly  yield  a  profit,  is  sometimes  cultivated  at  a 
loss,  the  cultivators  having  their  want?  panially  supplied  from  other 
sources  ;  as  in  the  case  of  paupers,  and  some  monasteries  or  charitable  in- 
stitutions, among  which  may  be  reckoned  the  Poor  Colonies  of  Belg^ium. 
The  worst  land  which  can  be  cultivated  as  a  nrcans  of  subsistence,  is  that 
which  will  ju;it  replace  the  seed,  and  the  food  of  the  labourers  em- 
ployed on  it,  to^'ether  with  what  Dr.  Chafmers  calls  their  secondaries  ;  thai 
IS,  the  labourers  required  for  supplying  them  with  tools,  and  with  the 
remaining  necessaries  of  life.  Whether  any  given  land  is  capable  of 
doing  more  than  this,  is  not  a  question  of  political  economy,  but  of 
physical  fact.  The  supposition  leaves  nothing  for  profits,  nor  anything  for 
the  labourers  except  necessaries  :  the  land,  therefore,  can  only  be 
culcivated  by  the  labourei"s  themselves,  or  else  al  a  pecuniary  loss  :  and  A 
fir/jcri,  cannot  in  any  contingency  afford  a  rent.  The  worst  land  which 
can  be  cultivated  as  an  investment  for  capital,  is  that  which,  after  replac- 
ing ihe  seed,  not  only  feeds  the  agricultcral  labourers  and  their 
secondaries,  but  affords  them  the  current  rate  of  wages,  which  may 
extend  to  much  more  than  mere  necessaries ;  and  leaves  for  those  who 
have  advanced  the  wages  of  these  two  classes  of  labourers,  a  surplus 
equal  to  the  profit  they  could  have  expected  from  any  other  employment 
of  their  capital.  Whether  any  given  land  can  do  more  than  this,  is  not 
merely  a  physical  question,  but  depends  partly  on  the  market  value 
of  agricultural  produce.  What  the  land  can  do  for  the  labomers  and  for 
the  capitalist  beyond  feeding  all  whom  it  directly  or  indirectly  employs,  of 
course  depends  upon  wliat  the  remainder  of  the  produce  can  be  sold  for. 
The  higher  the  market  value  of  produce,  the  lower  are  the  soils  to  which 
cultivation  can  descend,  consistently  with  affording  to  the  capital  em- 
ployed the  ordinary  rate  of  profit. 

As,  however,  differences  of  fertility  slide  into  one  another  by  insensible 
gradations  ;  and  differences  of  accessibility,  that  is,  of  distance  from 
markets,  obviously  do  the  same  ;  and  since  there  is  land  so  barren  that  it 
could  not  pay  for  its  cultivation  at  any  price  ;  it  is  evident  that,  whatever  the 
price  may  be,  there  must  in  any  extensive  region  be  some  land  which  at 
that  price  will  just  pay  the  wages  of  the  cultivators,  and  yield  lo  the 
capiukl  employed  the  ordinary  profit,  and  no  more.  Until,  therefore, 
the  price  rises  higher,  or  until  some  improvement  raises  that  particular 
land  to  a  higher  place  in  the  scale  of  fertility,  it  cannot  pay  any  rent.  It 
is  evident,  however,  that  the  community  needs  the  produce  of  this  quality 
of  land  ;  since  if  the  lands  more  fertile  or  better  situated  than  it,  could 
have  sufficed  to  supply  (he  wants  of  society,  the  price  would  not  have 
risen  so  high  as  to  render  its  cultivation  profitable.  This  land,  therefore, 
will  be  cultivated  ;  and  we  may  lay  it  down  as  a'principlc,  that  so  long  as 
any  of  the  land  of  a  cuunlry  which  is  6t  for  cultivaliun  is  not  cultivated, 
the  worst  bnd  in  acuai  cultivation  (in  point  of  fertility  and  situation 
together)  pays  no  rent. 

§  3.  If,   then,  of  the  land  in  cultivation,  the  part  which  yields  least 
return  to  the  labour  and  capital  employed  on  it  gives  only  the  ordinary 
rofit  of  capital,  without  leaving  anything  for  rent :  a  standard  is  afforded 
01  eitimating  the  amount  of  rent  which  will  be  yielded  by  all  other  land. 
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kny  laud  yields  iu3l  as  much  more  than  the  ordinary  profits  of  slock,  as 
lit  yields  more  than  what  is  returned  by  the  worst  land  in  cultivation. 
The  surplus  is  what  the  farmer  can  afford  to  pay  as  rent  to  the  landlord  ; 
and  since,  if  he  did  not  so  pay  it,  he  would  receive  more  than  the 
ordinary  rate  of  profit,  the  competition  of  other  capitalists,  that  competi- 
tion which  equaliies  the  profits  of  different  capitals,  will  enable  the  land- 
lord to  appropriate  it.  The  rent,  therefore,  which  any  land  will  yield,  is 
the  excess  of  Its  produce,  beyond  what  would  be  returned  to  the  same 
^^afipital  if  employed  on  the  worst  !and  In  cultivation.  This  is  not,  and 
^^leverwas  pretended  to  be,  the  limit  of  metayer  rents,  or  of  cottier  rents  ; 
tut  it  is  the  limit  of  farmers'  rents.  No  land  rented  to  a  capitalist  fanner 
will  permanently  yield  more  than  this  ;  and  if  it  ever  yields  less,  it  must 
be  because  the  landlord  foregoes  a  part  of  what,  if  he  chose,  he  could 
obtain. 

»This  is  the  theory  of  rent,  first  propounded  at  the  end  of  the  last 
century  by  Dr.  Anderson,  and  which,  neglected  at  the  time,  was  almost 
jiniuUaneously  rediscovered,  twenty  years  after,  by  Sir  Edward  West, 
Mr.  Malthns  and  Mr.  Ricardo.  It  is  one  of  the  cardinal  doctrines  of 
political  eccmomy  ;  and  until  it  was  understood,  no  consistent  explanation 
could  be  given  of  many  of  the  more  complicated  industrial  phenomena. 

»The  evidence  of  its  truth  will  be  manifested  with  a  great  increase  of  clear- 
ness, when  we  come  to  trace  the  laws  of  the  phenomena  of  Value  and 
Price.  Until  that  is  doiie,  il  is  not  possible  to  free  the  doctrine  from 
every  difficulty  which  may  present  itself,  nor  perhaps  to  convey,  to  those 
previously  unacquainted  with  the  subject,  more  than  a.  general  apprehen- 
sion of  the  reasoning  by  which  the  theorem  is  arrived  at.  Same,  how- 
ever, of  the  objections  commonly  made  to  it,  admit  of  a  complete  answer 
even  in  the  present  stage  of  our  inquiries. 

It  has  been  denied  that  (here  can  be  any  land  in  cultivation  which  pays 
no  rent ;  because  landlords  (it  is  contended)  would  not  allow  their  land  to 
be  occupied  witliout  payment.    Those  who  lay  any  stress  on  this  as  an 

I  objection,  must  think,  that  land  of  the  quality  which  can  but  just  pay  for 
its  cultivation,  lies  together  in  large  masses,  detached  from  any  land  of 
'better  quality,  If  an  estate  consisted  wholly  of  this  land,  or  of  iKis  and 
Still  worse,  it  ii  likely  enough  that  the  owner  would  not  give  the  use  of  it 
for  nothing  ;  he  would  probably  (if  a  rich  man)  prefer  keeping  it  for  other 
purposes,  as  for  exercise,  or  ornament,  or  perhaps  as  a  game  preserve. 
No  farmer  could  n-flford  to  offer  him  anything  for  it,  for  purposes  of  culture  ; 
though  something  would  probably  be  obt.iined  for  the  use  of  its  natural 
pasture,  or  other  spontaneous  produce.     Even  such  land,  however,  would 

I  not  necessarily  remain  uncultivated.  Itmight  be  farmed  by  the  proprietor; 
no  unfrequent  case  even  in  England.  Portions  of  it  might  be  granted  as 
temporary  .illotments  to  labouring  families,  either  from  philanthropic 
motives,  or  to  save  the  poor-rate ;  or  occupation  might  be  allowed  to 
squatters,  free  of  rent,  in  the  hope  their  labour  might  give  it  value  at 
some  future  period.  Both  these  cases  are  of  quite  ordinary  occurrence. 
So  that  even  if  an  estate  were  wholly  composed  of  the  worst  land  capable 
of  profitable  cultivation.  It  would  not  necessarily  lie  uncultivated  because 
it  could  pay  no  rent.  Inferior  land,  however,  does  not  usually  occupy, 
without  interruption,  many  square  miles  of  ground  ;  it  is  dispersed  here 
and  there,  with  patches  of  better  land  intermixed,  and  the  same  person 
vtho  rents  the  better  land,  obtains  along  with  it  the  inferior  soils  which 
alternate  with  it.    He  pays  a  rent,  nominally  for  the  whale  <^tto\^\mi. 
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EXCIJANGE. 


even  by  people  in  business,  are  not  always  made  on  business  principles  : 
the  feeling's  which  come  into  play  in  the  operation  of  getting;  and  in  that 
of  spending  their  income,  are  often  extremely  different.  Either  from 
indolence,  or  insouciance,  or  because  people  think  it  fine  to  pay  and  ask 
no  questions,  three-fourths  of  those  who  can  afford  it  give  much  highet 
prices  than  necessary  for  the  things  they  consume  ;  while  the  poor  often 
do  the  same  from  ignorance  and  defect  of  judgment,  want  of  time  for 
searching  and  making  inquiry,  and  not  unfrequently  from  coercion,  open 
or  disguised.  For  these  reasons,  retail  prices  do  not  follow,  with  all  the 
regularity  which  mig-ht  be  expected,  the  action  of  the  causes  which 
determine  wholesale  prices.  The  influence  of  those  causes  is  uUimately 
felt  in  the  retail  markets,  and  is  the  real  source  of  such  variations  in  retail 
prices  as  are  of  a  general  and  permanent  character.  But  there  is  no 
regular  or  exact  correspondence.  Shoes  of  equally  good  quality  are  sold 
in  differenr  shops  at  prices  which  differ  considerably;  and  the  price  of 
leather  may  fall  without  causing'  the  richer  class  of  buyers  to  pay  less  for 
shoes.  Nevertheless,  shoes  do  sometimes  fall  in  price  ;  and  when  they 
do,  the  cause  is  always  some  such  general circutnstanceas the  cheapening 
of  leather  :  and  when  leather  is  cheapened,  even  if  no  difference  shows 
itself  in  shops  frequented  by  rich  people,  the  artisan  and  the  labourer 
generally  get  their  shoes  cheaper,  and  tnere  is  a  visible  diminution  in  the 
contract  prices  at  which  shoes  are  delivered  fur  the  supply  of  a  workhouse 
or  of  a  regiment.  In  all  reasoning  about  prices,  the  proviso  must  be 
understood,  'supposing  all  parties  to  take  care  of  their  own  interest.' 
inattention  to  these  distinctions  has  led  to  improper  applications  of  the 
abstract  principles  of  political  economy,  and  still  oftener  to  an  undue 
discrcditiLig  of  those  principies,  through  their  being  compared  with  a 
different  sort  of  facts  from  those  which  they  contemplate,  or  which  can 
fairly  be  expected  to  accord  with  them. 


CHAPTER  n, 

OF  DEMAND  AND   SUPPLY,   IN   THEIR    RELATION  TO  VALUK. 

§  I.  That  a  thing  may  have  any  value  in  exchange,  two  conditions  are 
necessary.  It  must  be  of  some  use  ;  that  is  ^as  already  explained)  it  must 
conduce  to  some  purpose,  satisfy  some  desire.  No  one  will  pay  a  price, 
or  part  with  anything  which  serves  some  of  his  purposes,  to  obtain  a  thing 
which  serves  none  of  them.  But,  secondly,  the  thmg  must  not  only  have 
some  utility^  there  must  also  be  some  ditTicuIty  in  its  attainment  'Any 
article  wh;itever,'  s.iy5  Mr.  De  Quinccy,*  'to  obtain  that  artificial  sort  of 
value  which  is  meant  by  exchange  value,  must  begin  by  offering  itself  as 
a  means  to  some  desirable  purpose  ;  and  secondly,  even  though  possessing 
incontcstably  this  preliminary  advantage,  it  will  never  extend  to  an  ex- 
change value  in  cases  where  it  can  be  obtained  gratuitously  and  without 
elTort ;  of  whii-h  last  terms  both  are  necessary  as  limiiaiions.  For  ofteo 
it  will  happen  th.it  some  desirable  object  may  be  obtained  gratuitously; 
stoop,  and  you  may  gather  it  at  your  feet ;  but  still,  because  the  coniiiuied 
iteration  of  this  stooping  exacts  a  laborious  eftbrt,  very  soon  it  is  found, 
that  to  gather  for  yourself  virtually  U  not  gratuitous.    In  the  vast  forosW 
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of  the  Canadas,  at  intcn'als,  wild  slmwbernes  may  be  gratuitously  gathered 
fay  shiploads  :  yet  such  is  the  exhatislion  of  i\  sloaping  poslure,  and  of  a 
labour  so  monotonous,  thai  everybody  is  soon  glad  lo  resign  the  service 
into  mercenary'  hands,' 

As  was  pciinied  out  in  the  last  chapter,  the  utility  of  a  thing  in  the 
estimation  of  the  purchaser  is  the  extreme  limit  of  its  exchange  value ; 
higher  the  value  cannnt  ascend  ;  peculiar  circumstances  are  required  to 
raise  it  so  high.  This  topic  is  happily  illustrated  by  Mr.  De  Quincey. 
'  Walk  into  almost  any  possible  shop,  buy  tlie  fit^t  article  you  see  ;  what 
win  determine  its  price?  In  ninety-nine  cases  out  of  a  hundred,  simply 
the  element  D— difficulty  of  attainment.  The  other  element  U,  or  intrinsic 
utility,  will  be  perfectly  iropenitive.  Let  the  thing  (measured  by  its  uses) 
be,  for  your  purposes,  worth  ten  guineas,  so  that  you  would  rather  give 
ten  guineas  than  lose  it :  yet,  if  the  difficulty  of  producing  it  be  only 
■worth  one  guinea,  one  guinea  is  the  price  which  it  will  bear.  But  still  not 
the  less,  though  U  Is  inoperative,  can  U  be  supposed  absent  ?  By  no 
possibility ;  for,  if  it  /la/i  been  absent,  assuredly  you  would  not  have 
bought  the  artLcIe  even  at  the  lowest  price.  U  acts  npon  you^  though 
ii  docs  not  act  upon  the  price.  On  the  other  hand,  in  the  hundredth 
case,  we  will  suppose  the  circumstances  revfHtt:  you  are  on  Lake 
Superior  in  a  ste:im  boat,  making  your  way  to  ^^mjseltled  region  800 
miles  a-head  of  civilization,  and  consciously  with  no  chance  at  all  of 
purchasing  any  luxury  whatsoever,  little  luxury  or  big  luxurj^,  for  llie 
space  of  ten  years  to  come.  One  fellow- passenger,  whom  you  will  part 
with  before  sunset,  has  a  powerful  musical  snuii'-box ;  knowing  by  ex- 
perience the  power  of  such  a  toy  over  your  own  feelings,  the  magic  with 
which  at  times  it  lulls  your  agitations  of  mind,  you  are  vehemendy 
desirous  to  purchase  it.  In  the  hour  of  leaving  London  you  had  forgot 
to  do  so  :  here  is  a  final  chance.  But  the  owner,  aware  of  your  situation 
not  less  than  yourself,  is  determined  to  operate  by  a  strain  pushed  to  the 
very  uttermost  upon  U,  upon  the  intrinsic  worth  of  the  article  in  your 
individual  estimate  for  your  individual  purposes.  He  will  not  hear  of  D 
as  any  controlling  power  qi  mitigating  agency  in  the  case  ;  and  finally, 
although  at  six  guineas  a-j^M  in  London  or  Paris  you  might  have  loaded 
c  waggon  with  such  boxes,  you  pay  sixty  rather  than  lose  it  when  the  last 
knell  of  the  clock  has  sounded,  which  summons  you  to  buy  now  or  to 
forfeit  for  ever.  Here,  as  before,  only  one  element  is  operative  :  before  it 
was  D,  now  it  is  U.  But  after  all,  D  was  not  absent,  though  inoperative. 
The  inertness  of  D  allowed  U  to  put  forth  its  total  effect.  The  practical 
compression  of  D  being  withdrawn,  U  springs  up  like  i\-ater  in  a  pump 
whea  released  from  the  pressure  of  air.  Yet  still  that  D  M-as  present  to 
your  thoughts,  though  the  price  was  otherwise  regulated,  is  evident ;  both 
because  U  and  D  must  coexist  in  order  to  found  any  case  of  exchange 
value  whateve^^  and  because  undeniably  you  take  into  very  pirticutar 
consideration  this  D,  the  extreme  difficulty  of  allainniciit  (whidi  Iiere  is 
the  greatest  possible,  viz.,  an  impossibility),  before  you  consent  to  have  the 
price  racked  up  to  U.  Tlic  special  D  has  vanished  ;  bul  it  is  replaced  in 
your  thoughts  by  an  unlimited  D.  Undoubtedly  you  ha\*e  submitted  to 
V  in  extremity  as  the  regulating  force  of  the  price ;  but  it  was  under  a 
icnse  of  D's  latent  presence.  \et  D  is  so  (ar  from  exerting  any  positive 
force,  that  the  retirement  of  D  from  all  agency  whatever  on  the  price — 
itliia  it  is  which  creates  as  it  were  a  perfect  vacuum,  and  through  that 
vacuum  U  rushes  up  to  its  highest  and  ultitnate  gradation.' 
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This  case,  in  which  the  value  is  wholly  regulated  by  the  necessities  or 
rlesires  of  the  purchaser,  is  the  case  of  strict  and  absolute  monopoly  ;  in 
which,  the  article  desired  being;  only  obtainable  from  one  person,  he  can 
exact  any  cciuivalent,  short  of  the  point  at  which  no  purchaser  could  be 
found.  But  It  is  not  a  necessary  consequence,  ever  of  complete  monopoly, 
that  the  va.luc  should  be  forced  up  to  this  uUimatc  limit :  as  wiLl  be  seen 
wlien  we  have  considered  the  law  of  value  In  so  far  as  depending  on  the 
other  element,  difficulty  of  attainment. 

•  45  2.  The  diiTiciilty  of  attainment  which  determines  valvie,  is  not  always 
the  same  kind  of  diflicuhy.  It  sometimes  consists  in  an  absolute  limita- 
tion of  the  supply.  There  are  things  of  which  it  is  physically  impossible 
to  increase  the  uuantity  beyond  certain  narrow  limits.  Such  arc  those 
wines  which  can  be  grown  only  in  peculiar  circumstances  of  soil,  climate, 
and  exposure.  Stich  also  are  ancient  sculptures ;  pictures  by  the  old 
masters  1  rare  books  or  coins,  or  other  articles  of  antiquarian  curiosity. 
Among  such  may  also  be  reckoned  houses  and  building-ground,  in  n,  town 
of  definite  extent  (such  as  Venice,  or  any  fortified  town  where  fortifica- 
tions are  necessary  to  security);  the  most  desirable  sites  in  any  to^v1l 
whatever;  houses  and  parks  peculiarly  favoured  by  natural  beauty,  in 
places  where  that  advantage  is  uncommon.  Potentially,  all  land  what- 
ever 15  a  commodity  of  this  class  ;  and  might  be  practically  so,  in  countries 
fully  occupied  and  cultivated. 

But  there  is  another  category,  (embracing  the  majority  of  all  things 
that  are  bouylit  ard  sold,)  in  which  the  obstacle  to  attainment  consists 
only  in  the  labour  and  expense  requisite  to  produce  the  commodity. 
Withmit  a  certain  labour  and  expense  it  cannot  be  had;  but  when  any 
one  is  willing  to  incur  this,  there  needs  be  no  limit  to  the  multiplication  of 
iho  product.  If  there  were  labourers  enough  and  machinery  enough, 
cottons,  woollens,  or  linens  might  be  produced  by  thousands  of  yards  for 
every  smgle  yard  now  inmnfactured.  There  would  be  a  point,  no  doubt, 
ii'hcre  funher  increase  would  be  slopped  by  the  incapacity  of  the  earth  to 
ttfibrd  more  of  the  material.     But  there  is  no  need,  for  any  purpose  of 

Eolltical  economy,  to  contemplate  a  time  when  this  ideal   hmit  could 
ecome  a  practical  one. 

There  is  a  third  case,  intermediate  between  the  two  preceding,  and 
lather  more  complex,  which  I  shall  at  present  merely  indicate,  but  the 
importance  of  which  in  political  economy  is  extremely  great.  There  are 
fommodilies  which  can  be  multiplied  to  an  indefinite  extent  by  labour  and 
Bxpendilure,  but  not  by  a  fixed  amnimt  of  labour  and  expenditure.  Onl_y 
a  hmited  quantity  cin  be  produced  at  a  given  cost ;  if  more  is  wanted,  it 
must  bo  produced  at  a  greater  cost.  To  this  class,  as  has  been  often 
repeated,  agricultural  produce  b4^longs  ;  and  generally  all  the  rude  produce 
of  the  earth  ;  and  this  peculiarity  is  a  source  of  very  important  conse- 
quences ;  one  of  which  is  the  necessity  of  a  limit  to  population  ;  and 
another,  the  payment  of  rent. 

§  3.  These  Ijeing  the  three  classes,  in  one  or  other  of  which  all  thin^ 
that  arc  bought  and  sold  must  take  their  place,  we  shall  consider  them  in 
their  order.  And  first,  of  things  absolutely  hmited  in  quantity,  such  as 
ancient  sculptures  or  pictures. 

Of  such  things  it  is  commonly  said,  that  their  value  depends  upon  their 
scarcity  :  but  the  expression  js  not  sufficiently  definite  to  serve  our 
purpose.  Others  say,  with  somewhat  greater  precision,  that  the  value 
depends  on  the  demand  and  the  supply.    But  even  this  statement  requires 
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much  explanation,  to  ni.ike  it  a  clear  exponent  of  the  relalion  between  the 
value  of  a  thing',  and  the  causes  of  whicn  that  value  is  an  eO'ecl. 

The  5Upply  of  a  comniodiiy  is  an  intelligible  expression  :  it  means  the 
quantity  offered  for  sale  ;  the  quantity  that  is  to  be  had,  at  a  given  time 
and  place,  by  those  who  xvish  to  purdiase  it.  But  what  is  meant  by  (he 
demand?  Not  the  mere  desire  for  the  ccimmodlty.  A  beggar  may 
desire  a  pine-apple  ;  but  his  desire,  however  great,  will  have  no  influence 
on  the  price.  Writers  have  therefore  given  a  more  limited  sense  lo 
demand,  and  have  defined  it,  the  wish  lo  possesSj  combined  with  the 
power  of  purchasing.  To  distinguish  demand  in  this  technical  sense, 
from  the  demand  which  is  synonymous  with  desire,  they  call  the  former 
effecitial  demand.*  After  this  explanation,  it  is  usuEilly  supposed  that 
there  remains  no  further  difficulty,  and  that  the  value  depends  upon  the 
ratio  between  the  effectual  demand,  as  thus  defined,  and  the  supply. 

These  phrases,  however,  fail  to  satisfy  any  one  who  requires  clear  ideas, 
and  a  perfectly  precise  expression  of  them.  Some  confusion  must  always 
attach  to  a  phrase  so  inappropriate  as  that  of  a  ratio  between  two  things 
not  of  the  same  denommation.  What  ratio  can  there  be  between  a 
quantity  and  a  desire,  or  even  a  desire  combined  with  a  power  ?  A  ratio 
between  demand  and  supply  is  only  intelligible  if  by  demand  we  mean  the 
quantity  demanded,  and  if  the  ratio  intended  is  that  between  the  quantity 
demanded  and  the  quantity  supplied.  But  again,  the  quanlity  demanded 
is  not  a  fixed  quantity,  even  at  the  same  time  and  place  ;  il  varies  accord- 
ing to  the  value  ;  if  the  thing  is  cheap,  there  is  usually  a  demand  for  more 
of  it  than  when  it  is  dear.  The  demand,  therefore,  partly  depends  on  the 
value.  But  it  was  before  laid  dDivn  that  the  value  depends  on  the 
demand.  From  this  contradiction  how  shall  we  extricate  ourselves? 
How  solve  the  paradox,  of  two  things,  each  depending  upon  the  other? 

Although  the  solution  of  these  difficulties  is  obvious  enaugli,  the  diffjcul- 
lies  themselves  are  not  fanciful  ;  and  I  briflg  them  forw.'ard  thus  pro- 
minently, because  I  am  certain  that  they  obscurely  haunt  every  inquirer 
into  the  subject  who  ha5  not  openly  faced  and  distinctly  realized  them. 
Undoubtedly  the  true  solution  must  have  been  frccuently  given,  although 
1  cannot  cali  to  mind  any  one  who  had  given  it  before  myself,  except  the 
eiTiinently  clear  thinker  and  skilful  expositor,  J.  B.  Sajj.  1  should  have 
imagined,  however,  that  it  must  be  familiar  to  all  political  economists,  if 
the  writings  of  several  did  not  give  evidence  of  some  want  of  clearness  on 
the  point,  and  if  the  instance  of  Mr.  De  Quincey  did  not  prove  that  the 
complete  non-recognition  and  implied  denial  of  it  are  compatible  with 
great  intellectual  ingenuity,  and  close  intimacy  with  the  subject-matter. 

§  4-  Meaning,  by  the  vrord  demand,  the  quantity  demanded,  and 
remembering  that  this  is  not  a  fixed  quantity,  but  in  general  varies 
according  to  the  value,  let  us  suppose  that  the  demand  at  some  particubr 
time  exceeds  the  supply,  that  is,  there  are  persons  ready  to  buy,  at  the 
market  value,  a  greater  quantity  than  is  onered  for  sale.  Competition 
takes  place  on  the  side  of  the  buyers,  and  the  value  rises  :  but  how  much? 
In  the  ratio  (some  may  suppose)  of  the  deficiency  :  if  the  demand  exceeds 

*  Adam  Smith,  who  introduced  the  expression  'effl—*' 
to  dciinle  the  demand  of  those  who  ate  willing  and  " 
what  he  calls  its  natural  price,  Ibat  is,  the  pticc  w 
raanently  prodaccd  and  brought  to  market. — £ 
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the  supply  by  one-third,  cbe  value  rises  one-third.  By  no  means :  for 
when  the  value  has  risen  one-third,  the  demand  may  still  exceed  the 
supply ;  there  may,  even  at  (hat  higher  value,  be  a  greater  quantity 
wanted  than  is  to  be  had  ;  and  the  competition  of  buyers  may  still 
continue.  If  the  aitlcle  is  a  necessary  of  life,  which,  rather  than  resign, 
people  are  willing  to  pay  for  at  any  price,  a  deficiency  of  one-third  may 
raise  the  price  to  double,  triple,  or  quadruple.*  Or,  on  tlie  contrary,  the 
Compelitioa  may  cease  ht'fore  the  value  has  risen  in  even  the  proportion 
of  the  deficiency.  A  rise,  sliort  of  one-third,  may  place  the  article  heyoud 
the  means,  or  beyond  the  inclinations,  of  purchasers  to  the  full  amount. 
M  what  point,  then,  will  the  rise  be  arrested  ?  At  the  point,  whatever  it 
be,  which  equalizes  the  demand  and  the  supply  :  at  the  price  which  cuts 
off  the  extra  third  from  the  demand,  or  brings  forward  additional  sellers 
sufTicient  to  supply  it.  When,  in  either  of  these  ways,  or  by  acombination 
of  both,  the  demand  becomes  equal  and  no  more  than  equal  to  the  supply, 
the  rise  of  value  will  stop. 

The  converse  case  is  equally  simple.  Instead  of  a  demand  beyond  the 
supply,  let  us  suppose  a  supply  exceeding  the  demand.  The  competition 
will  now  be  on  the  side  of  the  sellers  ;  the  extra  quantity  can  only  find  a 
market  by  calling  forth  an  addittnnal  demand  equal  to  itself.  This  is 
flccomplifihed  by  means  of  che.ipness  ;  the  value  falls,  and  brings  the 
article  within  the  reach  of  more  numerous  customers,  or  induces  those 
who  were  already  consumers  to  make  increased  purchases.  The  fall  of 
value  required  to  re-establish  equality,  is  different  m  dilt'erent  cases.  The 
kinds  of  things  in  which  it  is  communly  greatest  are  at  die  two  extremities 
of  the  scale  ;  absolute  necessaries,  or  those  peculiar  luxuries,  ihe  taste  for 
which  is  confined  to  a  small  class.  In  the  case  of  food,  as  those  who 
have  already  enough  do  not  require  more  on  account  of  its  cheapness, 
but  lather  expend  in  other  things  what  they  save  in  food,  the  increased 
consumption  occasioned  by  cheapness,  carries  off,  as  experience  shows,  a 
very  small  part  of  the  extra  supply  caused  by  a  good  harvest  ;t  and  the 
fall  is  practically  arrested  only  when  the  farmers  withdraw  their  com,  and 
hold  it  back  in  hopes  of  a  higher  price  ;  or  by  Uicoperations  of  speculators 
who  bny  com  when  it  is  cheap,  and  store  It  up  to  be  brought  forth  when 
more  m^ently  wanted.  Whether  the  demand  and  supply  are  equaliaed 
hy  an  increased  dem.ind,  the  result  of  cheapness,  or  by  withdrawing  3 
part  of  the  supply,  equaliicd  they  arc  in  either  case. 

Thus  we  see  that  the  idea  of  a  ratio,  as  between  demand  and  supply, 
is  out  of  place,  and  has  no  concern  in  the  matter  :  the  proper  mathematical 
analogy  Is  that  of  an  equation  Demand  and  supply,  the  quantity  demanded 
and  the  qiianthy  supplied,  will  be  made  equal.  If  unequal  at  any  moment, 
competition  equaliices  them,  and  the  manner  in  which  this  is  done  is  by 
an  adjustment  of  the  valuer  If  the  demand  increases,  the  value  rises  ;  if 
the  demand  diminishes,  the  value  falls  :  again,  if  the  supply  falls  otf,  the 
value  rises;  and  falls,  if  the  supply  is  increased.     The  rise  or  the  fall 

•  '  The  price  of  corn  in  this  country  has  risen  from  too  to  200  per  ceni.  and 
upwards,  when  the  ut.n[;st  c'im|iuli:d  dcliciency  of  the  cruns  has  not  been  mme 
thAD  between  one-sixth  and  cineihird  below  nn  average,  and  when  that  deficiency 
hu  been  relieved  by  foreign  supphcs.  U  there  shoulil  be  a  derici<fncy  nf  ih^  cropa 
ftraouniing  to  «mc-tliiril,  wiihuul  niiy  tvirjiliis  fram  a  former  year,  aiij  wilbout  any 
chance  of  relief  by  importation,  the  price  might  rise  five,  six,  or  even  ten-fold.'— 
TiHjke'R  Hiitury  ef  I'ticti,  vol.  i.  fip.  13-5. 

t  See  Tooke,  and  the  Kt^port  ol  the  Agricultural  CoiriDittee  in  iSai. 
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roniinucs  until  the  demand  and  supply  are  a^ain  equal  to  one  another: 
and  the  value  which  a  commodity  will  brinjf  in  any  market,  is  no  other 
than  the  value  which,  in  that  market,  gives  a  demand  just  sufficient  to 
carry  oft"  the  existing  or  expected  supply. 
This,  then,  is  the  Law  of  Value,  with  respect  to  alE  commodities  not 


.susceptible  of  being  multiplied  at  pleasure.    Such  commodities,  no  doubt, 

la     '      " 


are  exreplions.  There  is  another  law  for  that  much  larger  class  of  things, 
which  admit  of  definite  multiplication.  Tim  it  is  not  the  less  necessary  to 
conceive  distinctly  and  grasp  firmly  the  theory  of  this  exceptional  cftse. 
In  the  first  place,  it  will  be  found  to  be  of  great  assistance  m  rendering 
the  more  common  case  intelligible.  And  in  the  next  place,  the  principle 
of  the  exception  stretches  wider,  and  embraces  more  cases,  than  might  at 
first  be  supposed. 

§  5.  There  are  but  few  commodities  which  arc  naturally  and  necessarily 
limited  in  supply.  But  any  commodity  whatever  may  be  artificially  so. 
Any  commodity  may  be  the  subject  of  a  monopoly  ;  like  tea,  in  this 
country,  up  to  1834  :  tobacco  in  France,  salt  and  opium  in  British  India, 
at  present.  The  price  of  a  monopolired  commodity  is  commonly  supposed 
to  be  arbltra;ry ;  depending  on  the  will  of  the  inonopulist,  and  limited 
only  (as  in  Mr.  Ue  Quincey's  case  of  the  musical  box  in  the  wilds  of 
America)  by  the  buyers  extreme  estimate  of  its  worth  to  himself.    This  is 

I  in  one  sense  true,  but  forms  no  exception,  nevertheless,  to  the  dependence 
on  the  value  of  supply  and  demand.  The  monopolist  can  fix  the  value  as 
high  as  he  pleases,  short  of  what  the  consumer  either  could  not  or  would 
Jiot  pay  ;  but  he  can  only  do  so  by  limiting  the  supply.  The  Dutch  East 
India  Company  obtained  a  monopoly  price  for  the  produce  of  the  Spice 
Islands,  hut  to  do  so  they  were  obliged,  in  good  seasons,  to  destroy  a 
portion  of  the  crop.  Had  they  persisted  in  selling  all  that  they  produced, 
flicy  must  have  forced  a  market  by  reducing  the  price,  so  low,  perhaps, 
that  they  would  have  received  for  the  larger  quantity  a  less  total  return 
than  for  the  smaller  :  at  least  they  showed  that  such  was  their  opinion  by 
destroying  the  surplus.  Even  on  Lake  Superior,  Mr.  De  Quincey's 
huckster  could  not  have  sold  his  box  for  sixty  guineas,  if  he  had 
possessed  two  musical  boxes  and  desired  to  sell  them  botli.  Supposing 
the  cost  price  of  each  to  be  six  guineas,  he  would  have  taken  seventy  for 
the  two  in  preference  to  sixty  for  ore  ;  that  is,  although  his  monopoly  was_ 
the  closest  possible,  he  would  have  sold  the  boxes  at  thirly-five  guineas 
eachf  notwithstanding  that  sixty  was  not  beyond  the  buyer's  estimate  of 
the  article  for  his  purposes.  Monopoly  value,  therefore,  does  not  depend 
on  any  peculiar  principle,  but  is  a  mere  variety  of  the  ordinary  case  of 
demand  and  supply. 

Again,  although  there  are  few  conmiodities  which  are  at  all  limes  and 
for  ever  unsusceptible  of  increase  of  .supply,  any  commodity  whatever  may 
be  temporarily  so,  and  with  some  commodities  this  is  habitually  the  case. 
Agricultural  produce,  for  example,  cannot  be  increased  in  quantity  before 
the  next  harvest :  the  quantity  of  corn  already  existing  in  tJie  world  is  all 
that  can  be  had  for  souielimes  a  year  to  come.  During  that  interval,  com 
is  practically  assimilated  to  things  of  which  the  Quantity  cannot  be  in- 
creased. In  the  case  of  most  commodities,  it  requires  a  certain  lime  to 
increase  their  quantity  ;  and  if  the  demand  increases,  then  until  a  corre- 
sponding supply  can  be  brought  forward,  that  is,  until  the  supply  can  ac- 
commodate Itself  to  the  demand,  the  value  will  so  rise  as  to  accommodate 
the  demand  to  the  supply. 
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Tliere  is  another  case,  the  exact  converse  of  (his.  There  are  some 
articles  of  which  ihe  supply  may  be  indefinitely  increased,  but  cannot 
be  rapidly  diminished.  There  are  things  so  durable  that  the  quantity 
in  existence  is  at  all  times  very  great  in  comparison  with  the  annuju 
produce.  Gold,  and  the  more  duiablc  metals,  are  things  of  this  sort ; 
and  also  houses.  The  supply  of  such  things  mig^ht  of  course  be  at  once 
diminished  by  destroying  them  ;  but  to  do  this  could  only  be  the  interest 
of  the  possessor  if  he  had  a  monopoly  of  the  article,  and  could  repay 
himself  for  the  destruction  of  a  pan  by  the  increased  value  of  the 
remainder.  The  value,  therefore,  of  such  things  may  ccntintie  for  a  long 
time  50  low,  either  from  excess  of  supply  or  falling  off  in  the  demand,  as 
to  put  a  complete  stop  to  further  production  ;  the  diminution  of  supply  by 
wearing  out  being  so  slow  a  process,  that  a  long  time  is  requisite,  even 
under  a  total  suspension  of  production,  to  restore  the  original  value. 
During  that  interval  the  value  will  be  regulated  solely  by  stlpply  and 
demand,  and  will  rise  very  gradually  as  the  existing  stock  wears  out, 
until  there  is  again  a  remunerating  value,  and  production  resumes  its 
course. 

Finally,  there  are  commodities  of  which,  though  capable  of  being 
increased  or  diminished  to  a  great,  and  even  an  unlimited  extent,  the 
value  never  depends  upon  anything  but  demand  and  supply.  This  is  the 
case,  in  particular,  with  the  commodity  Labour  :  of  the  value  of  which  we 
have  treated  copiously  in  the  preceding  Hook  :  and  there  are  many  cases 
besides  in  which  we  shall  find  it  necessary  to  call  in  this  principle  to 
solve  difficult  questions  of  exchange  value.  This  will  be  particularly 
exemplified  when  we  treat  of  Intemgiional  Values ;  that  is,  of  the  terms 
of  interchange  between  things  produced  in  difiercni  countries,  or,  to 
speak  more  generally,  in  distant  places.  But  into  these  questions  we 
cannot  enter  until  we  shall  have  examined  the  case  of  commodities 
which  can  be  increased  in  Quantity  indefinitely  and  at  pleasure  ;  and 
shall  h.-ivc  determined  by  wnat  law,  other  than  that  of  Demand  and 
Supply,  the  permanent  or  average  values  of  such  commodities  are  regulated. 
This  we  shall  do  in  the  next  chapter. 


CHAPTER  III. 


^V  OF  Cn.ST  OF  PRODUCTION,   IN    ITS  REL-^TION  TO  VALUE. 

^H  §  1.  When  the  production  of  a  commodit>'  is  the  effect  of  labour  and 
^H  expenditure,  whether  the  commodity  is  susceptible  of  unlimited  multipli- 
^H  cation  or  net,  there  is  a  minimum  value  which  is  the  essential  condition 
^^  of  its  being  permanently  produced.  The  value  at  any  particular  time  is 
the  result  of  supply  and  demand  ;  and  is  always  that  which  is  necessary 
to  create  a  market  for  the  existing  supply.  But  unless  that  value  is 
sufficient  to  repay  the  Cost  of  Production,  and  to  aftbrd,  besides,  the 
ordinary  expectations  of  profit,  the  commodity  will  not  continue  to  be  pro- 
duced. Capitalists  will  not  go  on  permanently  producing  at  a  loss. 
They  will  not  even  go  on  producing  at  a  profit  less  than  they  can  live 
upon.  Persons  who.«5c  capital  is  already  embarked,  and  cannot  easily  be 
extricated,  will  persevere  for  a  considerable  time  without  profit,  and  have 
been  known  to  persevere  even  at  a  loss,  in  hopes  of  better  times.  But 
they  will  not  do  so  indctinitcly,  or  when  there  is  nothing  to  indicate  that 
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times  are  likely  to  improve.  No  new  capilal  will  be  invested  in  an 
empJoymeni,  unless  ihere  be  an  expectation  not  only  of  some  profit,  but  of 
a  proSt  as  great  (regard  being  had  to  the  degree  of  eligibility  of  the 
employment  in  other  respects)  as  can  be  hoped  fur  in  any  other  occupa- 
tion at  that  time  and  place.  When  such  profit  is  evidently  not  to  be  had, 
if  people  do  not  actually  withdraw  their  capital,  they  at  Iea5l  abstain  from 
replacing  it  when  consumed.  The  cost  of  production,  together  with  the 
•ordinary  profit,  may  therefore  be  called  the  necessary  price,  or  value,  of 
all  things  made  by  labour  and  capital.  Nobody  wiUingly  produces  in  the 
prospect  of  loss.  Whoever  does  so,  docs  it  under  a  miscalculation,  which 
he  corrects  as  fast  as  he  is  able. 

When  a  commodity  is  not  only  made  by  labour  and  capital,  but  can  be 
made  by  them  in  indefinite  quanliiy,  this  Necessary  Value,  the  minimum 
with  which  the  producers  will  be  content,  is  also,  if  competition  is  free,  the 
maximum  which  they  can  expect.  If  the  value  of  a  commodity  is  such 
that  it  repays  the  cost  of  production  not  only  with  the  customary,  but  with 
a  higher  rate  of  profit,  capital  rushes  to  share  in  this  extra  gain,  and  by 
increasing  the  supply  of  the  article  reduces  its  value.  This  is  not  a  mere 
supposition  or  surmise,  hut  a  fact  familiar  to  those  conversajit  with  com- 
mercial operations.  Whenever  a  new  line  of  business  presenis  itself, 
offering  a  hope  of  unusual  profits,  and  whenever  any  established  trade  or 
manufacture  is  believed  to  be  yielding  a  greater  profit  than  customary, 
there  is  sure  to  be  in  a  short  time  so  large  a  production  or  importation  of 
the  commodity,  as  not  only  destroys  the  extra  profit,  but  generally  goes 
beyond  the  mark,  and  sinks  the  value  as  much  too  low  as  it  had  before 
been  raised  too  high  ;  until  the  overaupply  is  corrected  by  a  total  or 
partial  suspension  of  further  ^jroductjon.  As  I  havf  already  intimated,* 
these  variations  in  the  quantity  produced  do  not  presuppose  or  require 
that  any  person  should  change  his  employmenL  Those  whose  business 
is  thriving,  increase  their  produce  by  availing  themselves  more  largely  of 
their  credit,  while  those  who  are  not  making  the  ordinary  profit,  restrict 
their  operations,  and  (in  manufacturing  phrase)  work  short  lime.  In  this 
mode  is  surely  and  speedily  elTected  the  equalization,  not  of  profits 
perhaps,  but  of  the  expectations  of  profit,  in  different  occupations. 

As  a  general  rule,  then,  things  tend  to  exchange  for  one  another  at  such 
values  as  will  enable  each  producer  to  be  repaid  the  cost  of  production 
with  the  ordinary  profit ;  in  other  words,  such  as  will  give  to  ail  producers 
the  same  rate  of  profit  on  their  outlay.  But  in  order  that  the  profit  may 
be  equal  where  the  outlay,  that  is,  the  cost  of  production,  is  equal,  things 
must  on  the  average  exchange  for  one  another  in  the  ratio  of  their  cost  of 
production  ;  things  of  which  the  cost  of  production  is  the  same,  must  be 
of  the  same  value.  For  only  thus  will  an  equal  outlay  yield  an  equal 
return.  If  a  farmer  with  a  capital  equal  to  looo  quarters  of  corn,  can  pro- 
duce I2QO  quarters,  yielding  him  a  proht  of  20  per  cent. ;  whatever  else 
can  be  produced  in  the  same  time  by  a  capital  of  1000  q^uarters,  must  be 
worth,  that  is,  must  exchange  for,  i2cx>  quarters,  otherwise  the  producer 
would  gain  either  more  or  less  than  20  per  cent. 

Adam  Smith  and  Ricardo  have  called  that  value  of  a  thing  which  Is 
proportional  to  its  cost  of  production,  its  Natural  Value  (or  Its  Natural 
Price).  They  meant  by  this,  the  point  about  which  the  value  oscillates, 
and  to  which  it  always  tends  to  return ;  the  central  value,  towards  whidi, 


*  Supra,  p.  2S4. 
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as  Adam  Smith  expresses  it,  the  market  value  of  a  thing  is  constantly 
gravitating  ;  and  any  deviation  from  which  is  but  a  temporary  irregulariiy, 
which,  the  moment  it  exists,  seta  forces  in  motion  tending  to  correct  it. 
On  an  average  of  years,  sufficient  to  enable  the  oscillations  on  one  side  of 
the  central  line  to  be  compensated  by  those  on  the  other,  the  market 
value  ajjrees  with  the  natural  value  ;  bat  it  very  seldom  coincides  exactly 
with  it  at  any  particular  time.  The  sea  everywhere  tends  to  a  level ;  but 
it  never  is  at  an  exact  level  ;  its  surface  is  always  rutted  by  waves,  and 
often  agitated  by  storms.  It  is  enough  that  no  point,  at  least  in  the  open 
sea,  is  permanently  higher  than  anoiher.  Each  place  is  alternately  ele- 
vated and  depressed  ;  but  the  ocean  preserves  its  level. 

§  2.  The  latent  influence  by  which  the  values  of  things  are  made  to 
conform  in  the  long  run  to  the  cost  of  production,  is  ibe  variation  that 
would  otiierwise  lake  place  in  the  supply  of  the  commodity.  That  supply 
would  be  increased  if  the  thing  continued  to  sell  above  the  ratio  of  its  cost 
of  production,  and  would  be  diminished  if  it  fell  below  that  ratio.  But  we 
must  not  therefore  suppose  it  to  be  necessary  that  the  supply  should 
actually  be  either  diminished  or  increased.  Suppose  that  the  cost  of 
production  of  a  thing  is  cheapened  by  some  mechanical  invention,  or 
increased  by  a  lax.  The  value  of  the  thing  would  in  a  }ttlle  time,  if  not 
immediately,  fall  in  the  one  case,  and  rise  in  the  other ;  and  it  would  do 
so,  simply  because  if  it  did  not,  the  supply  would  in  [he  one  case  be  in- 
creased, until  the  price  fell,  in  the  other  diminished,  until  it  rose.  For 
this  reason,  and  from  the  erroneous  notion  that  value  depends  on  Ibe 
proportion  between  the  demand  and  the  supply,  many  persons  suppose 
that  this  proponion  must  be  altered  whenever  there  is  any  change  in  the 
value  of  the  cammodity  ;  that  the  value  cannot  fall  through  a  diminution 
of  the  cost  of  production,  unless  the  supply  is  pemianently  increased ;  nor 
rise,  unless  Ihe  supply  is  pemianendy  diminished.  But  this  is  not  the 
fact :  there  is  no  need  that  there  should  be  any  actual  alteration  of 
supply  ;  and  when  there  is,  the  alleraiion,  if  permanent,  is  not  the  cause 
but  the  conset^uence  of  the  alteration  in  value.  If,  indeed,  the  supply 
coulii  not  be  increased,  no  diminution  in  the  cost  of  production  would 
lower  the  value  :  but  there  is  by  no  means  any  necessity  that  it  should. 
The  mere  possibility  often  suffices  ;  the  dealers  are  aware  of  what  Vfottlti 
happen,  and  their  mutual  competition  makes  them  anticipate  the  result  by 
lowering  the  price.  Whether  there  will  be  a  greater  permanent  supply  of 
the  commodity  after  its  production  has  been  cheapened,  depends  on  quite 
another  question,  namely,  on  whether  a  greater  quantity  is  wanted,  at  the 
reduced  value.  Most  commonly  a  greater  quantity  is  wanted,  but  not 
necessariljr.  *  A  man,'  says  Mr.  De  Quincey,*  'buys  an  article  of  instant 
applicability  to  his  own  purposes  the  more  readily  and  the  more  largely  as 
it  happens  to  be  cheaper.  .Silk  handkerchiefs  having  fallen  to  half-price, 
he  will  buy,  perhaps,  in  threefold  quantity ;  but  he  does  not  buy  more 
steam-engines  because  the  price  is  lowered.  His  demand  for  steam- 
engines  is  almost  always  predetermined  by  the  circumstances  of  his 
situation.  So  far  as  he  considers  the  cost  at  all,  it  is  much  more  the 
cost  of  working  this  engine  than  the  cost  upon  its  purchase-  But  there 
are  many  articles  for  which  the  market  is  absolutely  and  merely  limited  by 
!•  ore-existing  system,  to  which  those  micles  arc  attached  as  subordinate 
8  or  members.   How  could  we  force  the  dials  or  faces  of  timepieces  by 
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artificial  cheapness  to  sell  more  plentifully  than  the  inner  works  or  move- 
ments of  5uch  timepieces  ?  Could  the  sale  of  wine-vaulia  be  increased 
without  increasing  the  sale  of  winc''  Or  the  tools  of  shipwrights  find 
an  enlarged  niarket  whilst  shipbuilding  was  stationary  i  .  .  .  Offer  to  a 
town,  of  3,000  inhabitants  a.  stock  of  hearses,  no  cheapness  will  tempt  that 
town  into  buying  mote  than  one.  Offer  a  stock  of  yachts,  the  chief  co&t 
lies  in  manning,  victualling,  repairing :  no  diminution  upon  the  mere 
price  to  a  purchaser  will  tempt  into  the  market  any  man  whose  habits 
and  propensities  had  not  already  disposed  him  to  such  a  purchase.  So 
of  professional  costume  for  bishops,  lawyers,  students  at  Oxford.  Nobody 
doubts,  however,  that  the  price  and  value  of  ail  tliese  things  would  be 
eventually  lowered  by  any  diminution  of  their  cost  of  prcxluction  ;  and 
lowered  through  the  apprehension  entertained  of  new  competitois,  and  an 
increased  supply :  thou^^h  the  ^'reat  hazard  to  which  a  new  competitor 
would  expose  himself,  in  an  article  not  susceptible  of  any  considerable 
extension  of  its  market,  would  enable  the  established  dealers  to  maintain 
their  original  prices  much  lonffcr  than  they  could  do  in  an  article  oflering 
more  encouragement  to  competition. 

Again,  reverse  the  case,  and  suppose  the  cost  of  production  increased,  as 
for  example  by  laying  a  tax  on  the  commodity.  The  value  would  rise  ; 
and  that,  probuhly,  immediately.  Would  the  supply  be  diminished? 
Only  if  the  increase  of  value  diminished  the  demand.  Whether  this 
effect  followed,  would  soon  appeart  and  if  it  did,  the  value  would  recede 
somewhat,  from  excess  of  supply,  until  the  production  was  rr:duced,  and 
would  then  rise  itgain.  There  are  many  articles  for  which  it  requires  a  very 
considerable  rise  of  price  ni.ilerially  to  reduce  the  dem.ind  ;  in  particular, 
articles  of  necessity,  such  as  the  habitual  food  of  the  people  ;  in  England, 
wheaten  bread  :  of  which  there  is  probably  as  much  produced,  at  a  high 
cost  price,  as  there  would  be  at  a  price  considerably  lower.  Yet  it  is 
especially  in  such  things  Ihat  deamess  or  high  price  is  popularly  con- 
founded with  scarcity.  Food  may  be  dear  from  scarcity,  as  after  a  bad 
harvest ;  but  the  dearness  [for  example)  which  is  the  effect  of  taxation,  or 
of  com  laws,  has  nothing  whatever  to  do  with  irisufScicnt  supply  :  such 
causes  do  not  much  diminish  the  quantity  of  food  in  a  country  :  jt  is  other 
things  rather  than  food  that  are  diminished  in  quantity  by  them,  since, 
those  who  pay  more  for  food  not  having  so  much  to  expend  otherwise,  the 
production  of  other  things  contracts  itself  to  the  hmits  of  a  smaller 
demand. 

It  is,  therefore,  strictly  correct  to  say,  that  the  value  of  things  which 
can  be  increased  Jn  quantity  at  pleasure,  does  not  depend  fexcept  ac- 
cidentally, and  during  the  lime  necessary  for  production  to  adjust  itself) 
upon  demand  and  supply  ;  on  the  contrary,  demand  and  supply  depend 
upon  it.  There  is  a  demand  for  a  certain  quantity  of  the  commodity  at 
its  ffai'wra/ value,  and  to  that  the  supply  in  the  long  run  endeavours  to 
conform-  When  at  any  time  it  fails  of  so  conforming,,  jC  is  either  from 
miscalculation,  or  from  a  change  in  some  of  the  eleuieuts  of  the  problem  ; 
either  in  the  natural  value,  that  is,  in  the  cost  of  production  ;  or  in  the 
demand,  from  an  alteration  in  public  taste  or  in  the  number  or  wealth  of 
the  consumers.  These  causes  of  disturbance  are  very  liable  to  occur, 
and  when  any  one  of  them  does  occur,  the  market  value  of  the  article 
ceases  to  agree  with  the  natural  value.  The  real  law  of  demand  and 
supply,  the  equation  between  them,  holds  good  in  all  cases  :  if  a  value 
different  from  the  natinal  value  be  necessary  to  make  the  demand  equal 


supply,  1li«  nutrlcet  value  will  deviate  from  the  natural  value ;  but 
only  for  a  time ;  for  the  permanei^t  tendency  of  supply  is  to  conform  itself 
ta  ihe  demand  which  is  found  by  experience  to  exist  for  the  commodity 
when  seUing-  at  its  natural  value.  If  the  supply  is  either  more  or  less  than 
this,  it  is  so  accidentally,  and  atTords  either  more  or  less  than  the  ordinary 
rate  of  pro6t ;  which  under  free  competition  caiuot  long  continue  to  be 
the  case. 

To  recapitulate :  demand  and  supply  govern  the  value  of  all  things 
wFich  cannot  be  indefinitely  increased  ;  except  that  even  for  them,  when 
produced  by  industry,  there  is  a  minimum  value,  determined  by  the  cost 
of  production.  Uut  in  all  things  which  admit  of  indefinite  multiplication, 
demand  and  supply  only  determine  the  perturbations  of  value,  during  a 
period  which  cannot  exceed  the  length  of  lime  necessary  for  altering  the 
supply.  While  thus  ruling  the  oscillations  of  value,  they  themselves  obey 
a  superior  force,  which  makes  value  gravitate  towards  Cost  of  Production, 
and  which  would  settle  it  and  keep  it  there,  if  fresh  disturbing  influences 
were  not  continually  arising  to  make  it  again  deviate.  To  pursue  the 
same  strain  of  metaphor,  demand  and  supply  always  rush  to  an  equili- 
brium, but  the  condition  of  stable  equilibrium  is  when  things  exchange 
for  each  other  according  to  their  cost  of  production,  or,  in  tlic  expression 
we  have  used,  when  things  are  at  their  Natural  Value. 
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ULTIMATE  ANALYSIS  OF  COST  OF  PROOrCTION. 

5  I.  The  component  elements  of  Cost  of  Production  have  been  set  forth 
in  the  First  i'art  of  this  enquiry.*  The  principal  of  them,  and  so  much 
the  principal  as  to  be  nearly  the  sole,  we  found  to  be  Labour.  ^Vllat  the 
production  uf  a  thing  costs  to  its  producer,  or  its  series  of  producers,  is 
the  labour  expended  in  producing  iL  If  we  consider  as  the  producer  the 
capitalist  who  makes  the  advances,  the  word  Labour  may  be  replaced  by 
the  word  Wages  :  what  the  produce  costs  to  him,  is  the  wages  which  he 
has  had  to  pay.  At  the  first  glance  indeed  this  seems  to  be  only  a  part  of 
his  outlay,  since  he  has  not  only  paid  wages  to  labourers,  but  has  likewise 
provided  tliem  with  tools,  materials,  and  perhaps  buildings,  These  tools, 
materials,  and  buildings,  however,  were  produced  by  labour  and  capital ; 
and  their  value,  like  that  of  the  article  to  the  production  of  which  they 
are  subservient,  depends  on  cost  of  production,  which  again  is  resolv- 
able into  labour.  The  cost  of  production  of  broadcloth  docs  not  wholly 
consist  in  the  wages  of  weavers  ;  which  alone  arc  directly  paid  by  the 
clolh  manufacturer.  It  consi&ts  also  of  the  wages  of  spinners  and  wool- 
combers,  and,  it  may  be  added,  of  shepherds,  all  of  which  the  clothier  has 
paid  for  in  the  price  of  yam.  It  consists  too  of  the  wages  of  builders  and 
brickmakers,  which  he  has  reimbursed  in  the  contract  price  of  erecting  his 
factory.  It  partly  consists  of  the  wages  of  machine-makers,  iron  founders, 
and  miners.  And  to  tliese  must  be  added  the  wages  of  the  carriers  who 
transported  any  of  the  means  and  appliances  of  the  production  to  ihe 
''■here  they  were  to  be  used,  and  the  product  itself  to  the  place  where 


The  value  of  commodilics,  tlierefore,  depends  principally  (wc  shall 
presently  see  wheUier  It  depends  solely)  on  the  quanlity  of  labour 
required  for  their  production;  including  in  the  idea  of  pioduclion,  that 
of  conveyance  to  the  inarket.  *  In  estimating,' says  Ricardo,* 'the  ex- 
changeable value  of  stockings,  for  example,  we  shall  find  that  their  value, 
comparatively  with  other  things,  depends  on  the  total  quantity  of  labour 
necessary  to  manufacture  them  and  bring  them  to  market.  First,  there 
is  the  labour  necessary  to  cultivate  the  land  on  which  the  raw  cotton  is 
grown  ;  secondly,  the  labourof  conveying  the  cotton  to  the  country  where 
the  stocking's  are  to  be  manufactured,  which  includes  a  portion  of  the 
labour  bestowed  in  building  the  ship  in  which  it  is  conveyed,  and  which 
is  charged  in  the  freight  of  the  goods  ;  thirdly,  the  labour  of  the  spinner 
and  weaver  ;  fourthly,  a  portion  of  the  labour  of  the  engineer,  smith,  and 
carpenter,  who  erected  the  buiiding^s  and  machinery  by  the  help  of  which 
they  are  made  ;  fifthly,  the  labour  of  the  retail  dealer,  and  of  many  others, 
whom  it  Is  unnecessary  further  to  particularize.  The  agg;regate  sum  of 
these  various  kinds  of  labour,  determines  the  quantity  of  other  things  for 
which  these  stockings  will  exchange,  while  the  same  consideration  of  the 
various  tjuantities  of  labour  which  have  been  bestowed  on  those  other 
things,  will  equally  govern  the  portion  of  thetn  which  will  be  given  for  the 
stockings. 

'To  convince  ourselves  that  this  is  the  real  foundation  of  exchangeable 
value,  let  us  suppose  any  improvement  to  be  made  in  the  means  of 
•Tibridging  labour  in  any  one  of  the  various  processes  through  which  the 
raw  cotton  must  pass  before  the  manufactured  stockings  come  to  the 
market  to  be  exchanged  for  other  things  ;  and  observe  the  eftects  which 
will  follow.  If  fewer  men  were  rec^uired  to  cultivate  the  raw  cotton,  or  if 
fewer  sailors  were  employed  in  navigating,  or  shipwrights  in  constructing, 
the  ship  in  which  it  was  conveyed  to  us  ;  if  fewer  bands  were  employed  in 
raising  the  buildings  and  machinery,  or  if  these,  when  raised,  were  ren- 
dered more  efficient  ;  the  stockings  would  inevitably  fall  in  value,  and 
command  less  of  other  things.  They  would  fall,  because  a  less  quantity 
of  labour  was  necess^^ry  to  their  production,  and  wouM  therefore  exchange 
for  a  smaller  quantity  of  those  things  in  which  uo  such  abridgment  of 
labour  had  been  made. 

'  Economy  in  the  use  of  labour  never  fails  to  reduce  the  relative  value 
of  a  commodity,  whether  the  saving  be  in  the  labour  necessary  to  the 
manufacture  of  the  commodity  itself,  or  in  that  necessary  to  the  formation 
of  the  capital,  by  the  aid  of  which  it  is  produced.  In  either  case  the 
price  of  stockings  would  fall,  whether  there  were  fewer  men  employed  as 
bleachers,  spinners,  and  weavers,  persons  immediately  necessary  to  their 
manufacture  :  or  as  sailors,  carriers,  engineers,  and  smiths,  persons  more 
indirectly  concerned.  In  the  one  case,  the  whole  saving  of  labour  would 
fall  on  the  stockings,  the  remainder  being  applied  lo  all  those  other  com- 
modities, to  the  production  of  which  the  buildings,  machinery,  and  carriage, 
were  subicrvient.' 

§  2.  It  will  have  been  observed  that  Ricardo  expresses  himself  as  if  the 
fjuaniify  of  labour  which  it  costs  to  produce  a  commodity  and  bring  it  to 
market,  were  the  only  thing  on  which  its  value  depended.  But  since  the 
cost  of  production  to  the  capitalist  is  not  labour  but  wages,  and  since 
wages  m:iy  be  either  greater  or  less,  the  quantity  of  labour  being  the 
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same ;  it  would  seem  that  the  value  of  the  product  cannot  be  determined 
solely  by  the  qjantit>'  of  labour,  but  by  the  quantity  together  vaih  the 
remuneration  ;  and  ibat  values  must  partly  depend  on  wages. 

In  order  to  decide  this  point,  it  must  be  considered,  that  value  is  a 
relative  term;  that  the  value  of  a  commodity  is  not  a  name  for  an  inherent 
and  substantive  quality  of  the  thing  itself,  but  means  the  quantity  of  other 
things  which  can  be  obtained  in  exchange  for  it.  The  value  of  one 
thing,  must  always  be  understood  relatively  to  some  other  thing  or  to 
things  in  general-  Now  the  relation  of  one  thing  to  another  cannot  be 
altered  by  any  cause  which  affects  them  both  alike.  A  rise  or  fall  of 
general  wag'es  i?  a  fact  which  affects  all  commodities  in  the  same  maimer, 
and  therefore  affords  no  reason  why  they  should  exchange  for  each  other 
in  one  rather  than  in  another  proportion.  To  suppose  that  high  wages 
make  high  values,  is  to  suppose  that  there  can  be  such  a  thing  as  general 
high  value.  But  this  is  a  contradiction  in  terms  :  the  high  value  of  some 
things  is  synonymous  with  the  low  value  of  others.  The  mistake  arises 
from  not  attending  to  values,  but  only  to  prices.  Though  there  is  no 
such  thing  as  a  general  rise  of  values,  there  is  such  a  thing  as  a  general 
rise  of  prices-  As  soon  as  nx  form  distinctly  the  idea  of  values,  we  see 
that  high  or  low  wages  can  have  nothing  to  do  with  them  ;  but  that  high 
wages  malte  high  prices,  is  a  popular  and  widely-spread  opinion.  The 
whole  amount  of  error  involved  in  tliis  proposition  can  only  be  seen 
thoroughly  when  we  come  to  the  theory  of  money  ;  at  present  we  need 
only  say  that  if  it  be  true,  there  can  be  n6  such  thing  as  a  real  rise  of 
wages  ;  for  if  wages  could  not  rise  without  a  proportional  rise  of  the  price 
of  evcrj'thing,  they  could  not,  for  any  substantial  purpose,  rise  at  all. 
This  surely  is  a  sufficient  reducHo  a<i  ahsurdumy  and  shows  the  amaiing 
folly  of  the  propr>sitions  which  may  and  do  become,  and  long  remain^ 
accredited  doctnnea  of  popular  political  economy.  It  must  be  remembered 
too,  that  genera!  high  prices,  even  supposing  them  to  exist,  can  be  of  no 
use  to  a  producer  or  dealer,  considered  as  such  ;  for  if  they  increase  his 
money  returns,  they  incrense  in  the  same  degree  all  his  expenses.  There 
is  no  mode  in  which  capitalists  can  compensate  themselves  for  a  high 
cost  of  labour,  through  any  action  on  values  or  prices.  It  can  be  pre- 
vented from  taking  its  effect  in  low  pronts.  If  the  labourers  really  get 
more,  that  is,  get  the  produce  of  more  labour,  a  smaller  percentage  must 
remain  for  profit.  From  this  Law  of  Distribution,  resting  as  it  docs  on  a 
law  of  arithmetic,  there  is  no  escape.  The  mechanism  of  Exchange  and 
Price  may  hide  it  from  us,  but  is  quite  powerless  to  idler  it. 

§  3.  Although,  however,  ffnutal  wages,  whether  high  or  low,  do  not 
affect  values,  yet  if  wages  are  higher  in  one  employment  than  in  another, 
or  if  they  ris.e  or  fali  permanently  in  one  employment  without  doing  so  in 
others,  these  inequalities  do  really  operate  upon  values.  The  causes 
which  make  wages  vary  from  one  employment  to  another,  have  been 
considered  in  a  former  chapter.  When  the  wages  of  an  employment 
permanently  exceed  the  average  rate,  the  value  of  the  thing  produced 
will,  in  the  same  degree,  exceed  tlie  standard  determined  oy  mere 
quantity  of  labour.  'I'hingB,  for  e-xample,  which  are  made  by  skilled 
labour,  exchange  for  the  produce  of  a  much  greater  quantity  of  unskilled 
labour;  for  no  reason  but  because  the  labour  is  more  highly  paid.  If. 
through  the  extension  of  education,  the  labourers  competent  to  skilled 
employments  were  so  increased  in  number  .is  to  diminish  the  dilTerence 
between  their  w.iges  and  those  of  common  labour,  all  things  produced  by 
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labour  of  the  auperior  kind  would  fall  in  value,  compared  with  things  pro- 
duced by  common  labour,  and  these  might  be  said  therefore  to  rise  in 
value.  We  have  before  remarked  that  Uie  difficulty  of  passing  from  one 
class  of  employments  to  a  class  greatly  superiorj  has  hitherto  caused  the 
wages  of  all  those  classes  of  laboutets  who  are  separated  from  one  another 
by  any  verj*  m,irlccd  barrier,  to  depend  more  than  might  be  supposed 
upon  the  increase  of  the  {population  of  each  class,  considered  separately  ; 
and  that  the  inequalities  in  the  remuneration  of  labour  which  cannot  be 
accounted  for  by  differences  of  hardness  or  disagreeablcness,  are  much 
greater  than  could  exist  if  the  competition  of  the  labouring  people 
generally  could  be  brought  pmclically  to  bear  on  each  particular  employ- 
ment, it  follows  from  this  that  wni^'es  in  ditTerent  employments  do  not 
risft  or  fall  simultaneously,  but  are,  for  short  and  sometimes  even  for  long 
periods^  nearly  independent  of  one  another.  All  such  disparities  evidently 
alter  the  rtlalivi  costs  of  production  of  different  commodities,  and  will 
tlierefore  be  completely  represented  in  their  natural  or  average  value. 

It  thus  appears  tliat  the  maxim  laid  down  by  some  of  the  best  politiral 
economists,  that  wages  do  not  enter  into  value,  is  expressed  with  greater 
latitude  than  the  truth  warrants,  or  than  accords  with  iheir  own  meaning. 
Wages  do  enter  into  value.  The  relative  -wages  of  the  labour  necessary 
for  producing  different  commodities,  affect  theirvalue  just  as  much  as  the 
relative  quantilies  of  labour,  It  is  true,  the  absolute  wa^es  paid  have  no 
efTect  upon  values  ;  but  neither  has  the  absolute  quantity  of  labour,  If 
that  were  to  vary  simultaneously  and  equally  in  all  comniodides,  values 
would  not  be  affected.  If,  for  instance,  the  genera!  efficiency  of  all 
labour  were  increased,  so  that  all  things  without  exception  could  be  pro* 
duced  in  the  same  quantity  as  before  with  a  smaller  amoimt  of  labour,  no 
trace  of  rhis  general  diminution  of  cost  of  production  would  show  itself  in 
the  values  of  commodities.  Any  change  which  might  take  place  in  them 
would  only  represent  the  unequal  degrees  in  which  the  improvement 
affected  different  things  ;  and  would  consist  in  cheapening  those  in  which 
the  saving  of  labour  had  been  the  greatest,  while  those  in  which  there  had 
been  some,  but  a  less  saving  of  labour,  would  actually  rise  in  value.  In 
strictness,  therefore,  wages  of  labour  have  as  much  to  do  with  value  as 
quantity  of  labour :  and  neither  Ricardn  nor  any  one  etse  has  denied  the 
fact.  In  considering,  however,  the  causes  t^i variations  in  value,  quantity 
of  labour  is  the  thing  of  chief  importance  :  for  when  that  varies,  it  is 
generally  in  one  or  a  few  commodities  at  a  time,  but  the  variations  of 
wages  (except  passing  fluctuations)  are  usually  general,  and  have  no  con- 
siderable effect  on  vaJue. 

§  4.  Thus  far  of  labour,  or  wages,  as  an  element  in  cost  of  production. 
Bui  in  onr  analysisj  in  the  First  Book,  of  the  requisites  of  production,  we 
found  that  there  is  another  necessary  element  in  :t  besides  labour.  There 
is  also  capital  \  and  this  being  the  result  of  abstinence,  the  produce,  or  its 
value,  must  be  sufficient  to  remunerate,  not  only  all  the  labour  required, 
but  the  abstinence  of  all  the  persons  by  whom  the  remuneration  of  the 
different  classes  of  labourers  was  advanced.  The  return  for  abstinence 
is  Profit.  And  profit,  we  have  also  seen,  is  not  exclusively  the  surplus 
remaining  to  the  capitalist  after  he  has  been  compensated  for  his  outlay, 
but  forms,  in  most  cases,  no  unimportant  part  of  the  outlay  itself.  The 
flax-spinner,  part  of  whose  expenses  consists  of  the  purchase  of  flax  and  of 
machinery,  has  had  to  pay,  in  their  price,  not  only  the  w.nges  of  the  labour 
by  which  the  flax  was  grown  and  the  machinery  made,  h\it  tVv*.  ^x^:^-!.  "A 
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ihe  grower,  the  rtax-dresser,  the  miner,  tUe  iron -founder,  and  the  machine- 
maker.  All  these  profits,  together  with  those  of  the  spinner  himself,  were 
again  advanced  by  the  weaver,  in  the  price  of  his  material,  linen  ^m  : 
and  along  with  Uiem  die  profits  of  a  fresh  set  of  machine-nnakers,  and  o( 
the  miners  and  iron-workers  who  supplied  them  with  their  melallic 
material.  All  these  advances  form  pan  of  the  cost  of  production  of  linen. 
Profits,  therefore,  as  well  as  wages,  enter  into  the  cost  of  production  which 
determines  the  value  of  the  produce. 

Value,  however,  being"  purely  relative,  cantiot  depend  upon  absolute 
profits,  no  more  than  upon  absolule  wages,  but  upon  relative  profits  only. 
High  general  profits  cannot,  any  more  than  high  general  wages,  be  a  cause 
of  high  values,  because  high  general  values  are  an  absurdity  and  a  contra- 
diction. In  so  far  as  profits  enter  into  the  cost  of  production  of  all  things, 
they  cannot  aftect  Ihe  value  of  any.  It  is  only  by  entering  in  a  greater 
degree  into  the  cost  of  production  of  some  things  than  of  others,  that  they 
can  have  any  infiuence  on  value. 

For  example,  we  have  seen  that  there  are  causes  which  necessitate  a 
permanently  higher  rate  of  profit  in  certain  employments  than  in  others. 
There  must  be  a  compensation  for  supeiior  risk,  trouble,  and  disagree- 
ableness.  This  can  only  be  obtained  by  selling  the  commodity  at  a 
value  above  that  which  is  due  to  the  quantity  of  labour  necessary  for  its 
production.  If  gunpowder  exchanged  for  other  things  in  no  higher  ratio 
than  that  of  the  labour  required  from  first  to  last  for  producing  it,  no  one 
would  set  up  a  powder-mill.  Butchers  are  certainly  a  more  prosperous 
class  than  bakers,  and  do  not  seem  to  be  exposed  to  greater  risks,  since 
it  is  not  remarked  that  they  are  oftener  bajikrupts.  They  seem,  there- 
fore, to  obtain  higher  profits,  which  caa  only  arise  from  the  more  limited 
competition  caused  by  the  unpleasantness,  and  to  a  certain  degree,  the 
iinpopulanty  of  their  trade.  But  this  higher  profit  implies  that  they  sell 
their  commodity  at  a  higher  value  than  that  due  to  their  labour  and 
outlay.  All  inequalities  of  profit  which  are  necessary  and  permanent,  are 
represented  in  the  relative  values  of  the  commodities. 

§  5.  Profits,  however,  may  enter  more  largely  Into  the  conditions  of 
production  of  one  commodity  than  of  another,  even  though  there  be  no 
dilference  in  the  rate  of  profit  between  the  two  employments.  The  one 
commodity  may  be  called  upon  to  yield  profit  daring  a  longer  period  of 
time  than  the  other.  The  example  by  which  this  case  is  usually  illus- 
trated is  that  of  wine.  Suppose  a  quanti[y  of  wine,  and  a  quantity  of 
cloth,  made  by  equal  amounts  of  labour,  and  that  labour  paid  at  the  same 
rate.  The  cloth  does  nat  improve  by  keeping  ;  the  wine  does.  Suppose 
that,  to  attain  the  desired  quality,  the  wine  requires  to  be  kept  five  years. 
The  producer  or  dealer  will  not  keep  it,  unless  at  the  end  of  five  years  he 
can  sell  it  for  as  much  more  than  the  cEotli,  as  amounts  to  five  years' 
profit,  accumulated  at  compound  interest.  The  wine  and  the  cloth  were 
made  by  the  same  original  ouday.  Here  then  is  a  case  in  which  the 
natural  values,  relatively  to  one  another,  of  two  ccmmodilics,  do  not 
conform  to  their  cost  of  production  alone,  hut  to  their  cost  of  production 
plus  something  else.  Unless,  indeed,  for  the  sake  of  generality  in  the 
expression,  we  include  the  profit  which  the  winc-mcrchant  foregoes 
during  the  five  years,  in  the  cost  of  production  of  the  wine  :  looking  upon 
it  as  a  kind  of  additional  'outlay,  over  and  above  his  other  advances,  for 
which  outlay  he  must  be  indemnified  at  hist- 
AJi  cvwmoditic^i  made  by  machinery  are  assimilated,  at  lea$t  approxi* 
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majivdy,  to  tlie  wiue  in  the  preceding  example.  In  compaiison  willi 
ihints  made  wholly  by  immediate  labour,  profits  enter  more  largely  into 
ihei^ost  of  prodticiioLi.  Suppose  two  commodities,  A  and  H,  each 
rcquinng  a  year  for  its  produclion,  by  means  of  a  capital  which  we  will 
on  this  occasion  denote  by  money,  and  suppose  to  be  :ooo/.  A  is  made 
whuUy  by  immediate  labour,  the  whole  looo/.  being  expended  directly  In 
wnges.  B  is  made  by  means  of  labour  which  cost  500/.  and  a  machine 
which  co5t  500/^  snd  the  machine  is  worn  out  by  one  year's  use.  The 
two  commodities  will  he  exactly  of  the  same  value  ;  which,  if  computed 
in  money,  and  if  profits  are  20  per  cent,  per  annum,  will  be  1200/.  But 
of  this  iroo/.,  in  the  case  of  A,  only  200/.,  or  one-sixth,  is  profit :  white  in 
the  case  of  B  there  is  not  only  llie  200/,,  but  as  much  of  500J:'.  (the  price 
of  the  machine,)  as  consisted  of  the  profits  of  the  machine  maker  ;  which, 
if  we  suppose  the  machine  nlso  to  have  t.il:en  a  year  for  its  production,  is 
again  one-sixth.  So  that  in  the  case  of  A  only  one-sixth  of  the  entire 
return  is  profit,  whilst  in  B  the  element  of  profit  comprises  not  only  a 
sixth  of  the  whole,  but  an  addiiior.il  sixth  of  a  large  part 

The  greater  the  proportion  of  the  whole  capital  which  consists  of 
machinery,  or  buildings,  or  material,  or  anything  else  which  :nU5t  be  pro- 
vided before  the  immediate  labour  can  commence,  the  more  largely  will 
profits  enter  into  the  cost  of  production.  It  is  equaify  true,  though  not  so 
obvious  at  first  sight,  that  greater  durability  in  the  portion  of  capital 
which  consists  of  machineiy  or  buildings,  has  precisely  the  same  effect  as 
a  greater  amount  of  it.  As  we  just  supposed  one  extreme  case,  of  a 
machine  entirely  worn  out  by  a  year's  use,  let  us  now  suppose  the 
opposite  and  still  more  extreme  case  of  a  machine  which  lasts  for  ever, 
and  requires  no  repairs.  In  this  case,  which  Is  as  well  suited  for  the 
purpose  of  illustration  as  if  it  were  a  possible  one,  it  will  be  unnecessary 
that  the  manufacturer  shoulit  ever  be  repaid  the  500/.  which  he  gave  for 
the  machine,  since  he  has  always  the  machine  itself,  worth  500/.  ;  but  he 
must  he  paid,  as  before,  a  profit  on  it.  The  commodity  B,  therefore, 
which  in  the  case  previously  supposed  was  sold  for  1200/.  of  which  sum 
loco/.  were  to  replace  the  capital  and  200/.  were  profit,  can  now  be  sold 
for  700/.,  being  500/.  to  replace  wfiges,  and  200/.  profit  rn  the  entire 
Capital.  Profit,  therefore,  enters  into  the  value  of  B  in  the  ratio  of  200/. 
out  of  700/.,  being  two  sevenths  of  the  whole,  or  sSi  per  cent.,  while  in 
the  case  of  A,  as  before,  it  enters  only  in  the  ratio  of  one-sixth,  or  t6^ 
per  cent.  The  case  is  of  course  purely  ideal,  since  no  machinery  or  other 
fixed  capital  lasts  for  everj  but  the  more  durable  it  is,  the  nearer  it 
approaches  to  this  ideal  case,  and  the  more  largely  does  profit  enter  into 
the  return.  If,  for  instance,  a  machine  worth  500/.  loses  one-fifth  of  its 
value  by  each  year's  use,  too/,  must  be  added  to  the  return  to  mal;e  up 
lliis  loss,  and  the  price  of  the  commodity  will  be  Soo/.  Profit  therefore 
will  enter  into  it  in  the  ratio  of  200/.  to  800/.,  or  onc-fourtli,  which  is  still 
a  much  higher  proportion  than  one-sixth,  or  200/.  in  1200/.,  as  in  case  A. 
From  the  unequal  proportion  in  which  in  different  employmenls  profits 
enter  into  the  advances  of  the  capitalist,  and  therefore  into  the  returns 
required  by  him,  two  consequences  follow  in  regard  to  value.  One  is, 
that  commodities  do  not  exchange  in  the  ratio  simply  of  the  quantities  of 
labour  required  to  produce  them  ;  not  even  if  we  allow  for  the  unequal 
rates  at  which  different  kinds  of  labour  are  pei-manently  remunerated 
We  have  already  illustrated  this  by  the  example  of  wine  ;  wc  shall  now 
Juflher  exemplify  it  by  the  case  of  commotJities  made  by  machinery. 
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Suppose,  as  befure,  an  fLriicLc  A  made  by  ],ooo/.  wurdi  of  iiiiniediate 
labour.  But  instead  of  B,  made  by  500/.  worth  of  immediate  labour 
and  a  machine  worth  500/.,  let  us  suppose  C,  made  by  500/.  worth  of 
immwliate  labour  wirli  the  aid  of  a  machine  which  has  been  produced 
by  another  500/.  worih  of  immediate  labour  :  the  machine  requiring  a 
year  for  making,  and  worn  out  by  a  yearns  use  ;  profits  being  as  before 
20  per  cent.  A  and  C  are  made  by  equal  quantities  of  labour,  paid  at  the 
sam,e  rate  :  A  costs  x,ooo/.  wartb  of  direct  labour ;  C,  only  500/.  worth, 
which,  however,  is  made  up  to  [,000/,  by  the  labour  expended  In  the  con- 
struction of  the  machine.  If  labour,  or  its  remuneration,  were  the  sole 
ingredient  of  cost  of  production,  these  two  things  would  exchange  for  one 
another.  But  will  they  do  so  ?  Certainly  not.  The  machine  having  been 
made  in  a  year  by  an  outlay  of  500/.,  and  profits  being  20  per  cent-,  the 
natural  price  of  the  machine  is  600/.  :  making  an  additional  100/.  which 
must  be  advanced,  over  and  above  his  other  expenses,  by  the  manu- 
facturer of  Cj  and  repaid  to  him  with  a  profit  of  20  per  cent.  Wliile, 
therefore,  the  commodity  A  is  sold  for  1,100/.,  C  cannot  be  permanently 
sold  for  less  than  1,320/. 

A  second  consequence  is,  that  every  rise  or  fall  of  general  profits  will 
have  an  effect  on  values.  Not  indeed  by  raising  or  lowering  them 
generally  (which,  as  we  have  so  often  said,  is  a  contradiction  and  an  im- 
possibility) :  but  by  altering  the  proportion  in  which  the  values  of  things 
are  affected  by  the  unequal  lengths  of  time  for  which  profit  is  due.  When 
two  things,  though  made  by  equal  labour,  are  of  unequal  value  because 
the  one  is  calfed  upon  to  yield  profit  for  a  greater  number  of  years  or 
months  than  the  other  ;  this  difference  of  value  will  be  greater  when  profits 
are  gieaier,  and  less  when  (hey  are  less.  The  wine  which  has  to  yield 
five  years'  profit  more  than  the  cloth,  will  surpass  it  in  value  much  more 
if  profits  are  40  per  cent.,  than  if  they  are  only  20.  The  commodities 
A  and  C,  which,  though  made  by  equal  quantities  of  labour,  were  sold  for 
1,200'.  and  1,320/.,  a  diflference  of  10  per  cent.,  would,  if  profits  had  been 
only  half  as  much,  have  been  sold  for  i,too/.  and  1,155/.,  a  difference  of 
only  5  per  cent 

It  follows  from  IhiSj  that  even  a.  general  rise  of  wages,  when  it  involves 
a  real  increase  in  the  cost  of  labour,  docs  In  some  degree  influence  values. 
It  does  not  affect  iheni  in  the  manner  vulj^arly  supposed,  by  raising  them 
universally.  But  an  increase  of  the  cost  of  labour,  lowers  profits  ;  and 
therefore  lowers  in  natural  value  the  things  into  which  profits  enter  in  a 
greater  proportion  than  the  average,  and  raises  those  into  which  ihcy 
enter  in  a  less  proportion  than  the  average.  All  commodities  in  the  pro- 
duction of  which  machinery  bears  a  large  part,  especially  if  the  machinery 
is  very  durable,  are  lowered  In  their  relative  value  when  profils  fall  ;  or, 
what  is  equivalent,  oiher  things  are  raised  in  value  relatively  to  them. 
This  truth  is  sometimes  expressed  in  a  phraseology  more  plausible  than 
sound,  by  saying  that  a  rise  of  wages  raises  the  values  of  things  made  by 
labour,  in  comparison  with  those  made  by  machinery.  But  things  made 
by  machinery,  just  as  much  as  any  other  things,  are  made  by  labour, 
namely,  Ihe  labour  which  made  the  machinery  itself :  the  only  difference 
being  that  profits  enter  snmewh.it  more  largely  into  the  production  of 
things  for  which  macbiner>*  is  used,  though  the  prinripal  item  of  the 
outlay  is  still  labour.  It  is  better,  therefore,  to  associate  the  effect  with 
fall  of  profits  than  with  rise  of  wages  ;  especially  as  this  last  expression  is 
extremely  ambiguoifs,  suggesting  the  idea  of  an  increase  of  the  labourer*? 
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real  remuneration,  rather  than  of  what  is  alone  to  the  purpr>se  here, 
namely,  (he  cost  of  labour  to  its  employer. 

§  6,  Besides  the  natural  and  necessary  elements  in  cost  of  production 
— labour  and  profits — there  are  others  which  are  artificial  and  casual,  as, 
for  instance,  a  tax.  The  taxes  on  bricks  and  mall  are  as  much  a  part  of 
the  cost  of  production  of  those  articles,  as  the  wages  of  the  labourers. 
The  expenses  which  the  law  imposes,  a^  well  as  those  which  the  nature 
of  things  imposes,  must  be  reimbursed  with  the  crdinary  profit  from  the 
value  of  the  produce,  or  the  things  will  not  continue  to  be  produced.  But 
the  influence  of  taxation  on  value  is  subject  to  the  same  condilions  as  ihe 
influence  of  wages  and  of  profits.  It  is  not  g^eneral  taxation,  but  dif- 
ferential taxaticn,  that  produces  the  efTect.  If  all  prnductions  were  taxed 
SO  as  to  take  an  equal  percentage  from  all  profits,  relative  values  would  be 
in  no  way  disturbed.  If  only  a  few  commodities  were  taxed,  their  value 
would  rise  :  and  if  only  a  few  were  left  untaxed,  their  value  would  fall.  If 
half  were  taxed  and  die  remainder  untaxed,  the  first  half  would  rise  and 
the  last  would  fall  relatively  lo  each  other.  This  would  be  necessary  in 
order  to  equalize  the  cicpectation  of  pioRt  in  all  employments,  without 
which  (he  taxed  employments  would  ultimately,  if  not  nnmediately,  be 
abandoned.  But  g-eneral  taxation,  when  equally  imposed,  and  not  dis- 
turbing the  relation  of  different  productions  to  one  another,  cannot 
produce  any  effect  on  values. 

We  have  thus  far  supposed  that  all  the  means  and  appliances  which 

ter  into  the  cost  of  production  of  commodities,  are  things  whnsc  own 
value  depends  on  their  cost  of  production.  Some  of  them,  however,  may 
belong  to  the  class  of  things  which  cannot  be  increased  ad  libilum  in 
quantity,  and  which  therefore,  if  the  demand  goes  beyond  a  certain 
amount,  command  a  scarcity  value.  The  materials  of  many  of  the  orna- 
mental articles  manufactured  in  Italy  are  the  substances  called  rosso, 
giallo,  and  verde  antico,  which,  whether  truly  or  falsely  I  know  not,  are 
asserted  lo  be  solely  derived  from  the  destruction  of  ancient  columns  and 
other  Ornamental  structures;  the  quarries  from  which  the  slnne  was 
originally  cut  being  exhausted,  or  their  locality  forgotten.  A  material  of 
such  a  nature,  if  in  much  demand,  must  be  at  a  scarcity  value  ;  and  (his 
value  enters  into  the  cost  of  production,  and,  consequently,  Into  the  value 
of  the  finished  article.  The  time  seems  to  be  approaching  when  the  more 
valuable  furs  will  come  under  the  influence  of  a  scarctty  value  of  the 
material.  Hitherto  the  diminishing  number  of  the  aniinals  which 
produce  them,  in  the  wildernesses  of  Siberia  and  on  the  coasts  of  the 
ICsquimaux  Sea,  lias  operated  on  the  value  only  through  the  greater 
labour  which  has  become  necessaiy  for  securing  any  given  quantity  of  the 
article,  since,  without  doubt,  by  employing  labour  enough,  it  might  still  be 
obtained  in  much  greater  abundance  for  some  time  longer. 

But  the  case  in  which  scarcity  value  chiefly  operates  in  adding  to  cost 
of  production,  is  the  case  of  natural  agents.  These,  when  unappropriated, 
and  to  be  had  for  the  taking,  do  not  enter  into  cost  of  pruduction,  B,tve 
to  the  extent  of  the  labour  wliich  may  be  necessary  to  fit  them  for  use. 
Even  when  appropriated,  they  do  not  (ns  we  have  already  seen)  bear  a 
value  from  the  mere  fact  of  the  appropriation,  but  only  from  scarcity,  that 
is,  from  limitation  of  supply.  But  it  is  equally  certain  that  they  often  do 
hear  a  scarcity  value.  Suppose  a  fall  of  water,  in  a  place  where  there  .ire 
more  mills  wanted  than  there  is  water-power  to  supply  ;  the  use  of  the  fall 
-of  water  will  have  a  scarcity  value,  sufficient  either  lo  bring  the  demand 


down  to  the  supply,  or  to  pay  for  the  creation  of  an  artificial  power,  by 
steam  or  otherwise,  equal  in  etnclency  to  the  water-power. 

A  natural  agent  being  a  possession  in  perpetuity,  and  being  only  service- 
able by  the  products  resuhing  from  its  continued  employment,  the  ordinary 
mode  of  deriving  benefit  from  its  ownership  is  by  an  annual  equivalent, 
paid  by  the  person  who  uses  it,  firom  the  proceeds  of  ii5  use.  This 
eqaivaJent  always  might  be,  and  generally  is.  termed  rent.  The  question, 
therefore,  respecting^  the  influence  which  the  appropriation  of  natural 
agents  produces  on  lalues,  is  often  staled  in  (his  form  ;  Dues  Rent  enter 
into  Cost  of  Production  ?  and  the  answer  of  the  best  political  economists 
is  in  the  negative.  The  temptation  is  strong  to  the  adoption  of  these 
sweeping  expressions,  even  by  those  who  are  aware  of  the  restrictions 
with  which  they  must  be  taken  ;  for  there  is  no  denying'  th:tl  they  stamp 
a  general  principle  more  lirnily  in  the  mind,  than  if  it  were  hedged  round 
in  theory  with  all  its  practical  limilatiuns.  But  they  also  puzzle  and 
mislead,  and  create  an  impression  unfavourable  to  political  economy,  as 
if  it  disregarded  the  evidence  of  facts.  Who  can  deny  that  rent  some- 
times enters  into  cost  of  production  ?  If  I  buy  or  rent  a  piece  of  ground, 
and  build  a  cloth  manufactor>'  on  it,  docs  not  the  ground-rent  forqi 
legitimately  a  part  of  my  expenses  of  production,  which  must  be  repaid  by 
the  product?  And  since  all  factories  are  built  on  ground,  and  most  '^f 
them  in  places  where  ground  is  peculiarly  valuable,  the  rent  paid  for 
must,  on  the  average,  be  compensated  in  the  values  of  all  things  made 
factories.     In  what  sense  it  is  true  that  rent  does  not  enter  into  the  cosT 

Sduaion  or  alTect  the  value  of  agricultural  produce,  will  be  shown  in 
cceeding  cliapter. 
CHAPTER  V. 
DF  RENT,  IN  ITS  RELATIOW  TO  VAlVfcl. 
V»*E  have  investigated  the  laws  which  determine  the  value  of  two 
c!a"sses  of  commodities  :  the  small  class  which^  being  limited  lo  a  definite 
quantity,  have  their  value  entirely  determined  by  demand  and  supply, 
save  that  their  cost  of  productinn  (if  they  have  any)  constitutes  a  minimim^ 
below  which  they  cannot  permanently  fall  ;  and  the  large  class,  which  can 
be  multiplied  'i>i  libitum  by  labour  and  capital,  and  of  which  the  cost  of 
prodi-iclion  fixes  the  maximum  as  well  as  Ihc  minimum  at  which  ihcy  can 
perm.-inenrly  exchange.  But  there  is  still  a  third  kind  of  commodities  to 
DC  considered  ;  those  which  have,  not  one,  but  several  co-sts  of  production ; 
which  can  always  be  increased  in  quantity  by  labour  and  capital,  but  not 
by  the  same  .tmount  of  labour  and  capital ;  of  which  so  much  may  be 
produced  at  a  given  cost,  but  a  further  quantity  not  without  a  greater 
ct>at.  These  commodities  form  an  intermediate  class,  p.irtakiinj  of  the 
chnrACter  of  both  the  others.  Tlie  principal  of  them  is  agricultural 
oduce.  Wo  have  already  made  abundant  reference  to  the  fundainent.il 
„ilth,  that  in  agriculture,  the  state  of  the  art  bein^  given,  doubling  the 
abour  docs  not  double  the  produce  ;  that  if  an  mcreased  quantity  o( 
irodtire  is  required,  ihc  additional  supply  is  obtained  at  a  greater  cost 
,in  ihe  first  Where  a  hundred  quarters  of  com  ate  all  that  is  at  prcsenl 
-'liied  from  Uic  lands  of  a  given  village,  if  the  growth  of  population 
f  //  nflcc»,<jir>'  to  r.iisc  a  hundred  more,  either  by  bre.iking  up  worse 
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tand  now  unculuvatcd,  or  by  a  more  elabomte  cultivaiion  of  the  lantt 
already  under  ihe  plough,  the  additional  hundred,  or  some  pait  of  them 
at  least,  miytit  cost  double  or  treble  as  much  per  quarter  as  the  fonncr 
sunply. 

li  the  first  hundred  quarters  were  all  raised  at  the  same  expense  (only 
the  best  land  being  cultivated}  ;  and  if  that  expense  would  be  remunerated 
with  the  ordinary  profit  by  a  price  of  20s.  liie  tjuarler ;  the  natural  price 
of  wheat,  so  long  as  no  more  than  that  quantity  was  required,  would  be 
20.C.  ;  and  it  could  only  rise  above,  or  fall  belon*  that  price,  from  vicissi- 
tudes of  seasons,  or  other  casual  vari:itions  in  supply,  tiut  if  the  popula- 
tion of  the  district  advanced,  a  time  would  arrive  when  more  than  a 
hundred  quarters  would  be  necessary  to  feed  it.  We  must  suppose  that 
there  is  no  access  to  any  foreign  supply.  By  the  hypothesis,  no  more 
than  a  hundred  quitrlers  can  be  produced  in  the  district,  unless  by  either 
bringing"  worse  land  into  cultivation,  or  altering  the  system  of  culture  to 
a  more  expensive  one.  Neither  of  these  thinys  \vili  be  done  without  a 
rise  in  price.  This  rise  of  price  will  gradually  be  brought  about  by  Ihe 
increasing  demand.  So  lort^  as  the  price  has  risen,  but  not  risen  enough 
to  repay  with  the  ordinary  profit  the  cost  of  producing  an  additional 
quantity,  the  increased  value  of  the  limited  supply  partakes  of  the  nature 
of  a  scarcity  value.  Suppose  that  it  will  not  answer  to  cultivate  the 
iecond  best  land,  or  land  of  the  second  degree  of  remoteness,  for  a  less 
r  !tiira  than  25s.  the  quarter  ;  and  that  this  price  is  also  necessary  to 
'^^jmunerate  the  expensive  operations  by  which  an  increased  produce 
might  be  raised  from  land  of  the  tirst  quality*.  If  so,  the  price  will  rise, 
through  the  increased  demand,  until  it  reaches  2is.  That  will  now  be 
the  natural  price  ;  being  the  price  without  which  the  quantity,  for  which 
society  has  a  demand  at  that  price,  will  not  be  produced.  At  that  price, 
however,  society  can  go  on  for  some  lime  longer ;  cotild  ga  on  perhaps 
for  ever,  if  population  did  noi  increase.  The  price,  having  attained  Uiat 
point,  will  not  again  permanently  recede  (though  it  may  fall  temporarily 
from  accidental  abundance)  ;  nor  will  it  advance  further,  so  long  as 
society  can  obtain  the  supply  it  requires  without  a  second  increase  of  the 
cost  of  production. 

P.  I  have  made  use  of  Price  in  this  reasoning,  as  a  convenient  symbol  of 
Value,  from  the  greater  famlliarily  of  the  idea  :  and  1  shall  continue  to  do 
so  as  far  as  may  appear  to  be  necessary. 

In  the  case  supposed,  different  portions  of  the  supply  of  corn  have 
difTercnt  costs  of  production.  Though  the  20,  or  50,  or  150  quarters 
additional  have  been  produced  at  a  cost  proportional  to  35?.,  the  original 
hundred  quarters  perannum  are  still  produced  at  a  cost  only  proportional 
to  20s.  This  is  self-evident,  if  the  original  and  the  additional  supply  arc  pro- 
duced ondifi'erent  qualities  of  land.  It  h  equally  true  if  they  are  produced 
or  the  same  land.  Suppose  that  lajid  of  the  best  quality,  which  produced 
100  quarters  at  20J.,  has  been  made  to  produce  150  by  an  expensive 
process,  which  it  would  not  answer  to  undertake  without  a  ^irice  of  25J. 
The  cost  which  requires  25J.  is  incurred  for  the  sake  of  50  quarters  alone  : 
Che  first  hundred  might  have  continued  for  ever  to  be  produced  at 
the  original  cost,  and  wilh  the  benefit,  on  that  quantity,  of  the  whole  rise 
of  price  caused  by  the  increased  demand  ;  no  one.  therefore,  will  incur  the 
additional  expense  for  the  sake  of  the  additional  fifty,  unless  they  alone 
will  pay  for  the  whole  of  it.  The  fifty,  therefore,  will  be  produced  at  their 
patuntl  price,  proportioned  to  the  co&t  uf  their  production ;  while  the 
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other  hundred  will  now  bring  in  $s.  a  quarter  more  ihan  tlieir  natural 

(irice — tlian  the  price  corresponding  to,  and  sufficing  to  remunerate,  their 
ower  cost  of  production. 

If  the  production  of  any,  even  the  smallest,  ponion  of  the  supply, 
requires  as  a  nccessar)-  condition  a  certain  price,  that  price  will  l>e 
obtained  for  all  xhs  rest.  We  <ire  not  able  to  buy  one  loaf  cheaper  than 
another  because  the  com  from  which  it  was  made,  being  grown  on  a  richer 
soil,  has  cost  less  to  the  grower.  The  value,  iheiefdre,  of  an  article 
(meaningr  its  natural,  which  is  the  s.-ime  mih  its  average  value)  is  deter- 
mined by  the  cost  of  that  portion  of  the  supply  vrhich  is  produced  and 
brought  to  market  at  tlie  greatest  expense-  This  is  the  Law  of  Value 
of  the  thitd  of  the  three  classes  into  which  all  commodities  are  divided. 

§  2.  If  the  ponion  of  produce  raised  in  the  most  unfavourable  cir- 
cumstances obtains  a  value  proportioned  to  its  cost  of  production,  all  the 
portions  raised  in  more  fevouratjlc  circumstances,  selling  as  they  must  do 
at  the  same  value,  obtain  a  value  more  than  proportioned  to  their  cost  of 
production.  Ttieir  value  is  not,  conecily  speaking,  a  scarcity  value,  for  it 
IS  determined  by  the  circumstances  of  the  praductioti  of  the  commodity, 
and  not  by  the  degree  of  deamess  necessarj-  for  keeping  down  the 
demand  to  the  level  of  a  limited  supply.  The  owners,  however,  of  those 
portions  of  the  produce  enjoy  a  privilege  ;  they  obtain  a  value  which 
yields  tliem  more  than  the  ordinar)- profit.  If  this  advantage  depends 
upoti  any  special  exemption,  such  as  being  free  from  a  tax,  or  upon  any 
personal  advantages,  physical  or  mental,  or  any  peculiar  process  only 
known  to  ihemselves,  or  upon  the  possession  of  a  greater  capital  than  other 
people,  or  upon  various  other  things  which  might  be  enumerated,  the>'  re- 
tain it  to  themselves  ;is  an  extra  gain,  o\-cr  and  above  the  general  profits 
of  capita],  of  the  nature,  in  some  sort,  of  a  monopoly  protiL  But  when,  as 
in  the  case  which  wc  are  more  particularly  considering,  the  advaniage 
depends  on  the  possession  of  a  natural  agent  of  peculiar  (juality,  as  for  in- 
stance of  more  fertile  Ifind  than  that  which  determines  the  general  value 
of  the  commodity ;  and  when  this  natural  agent  is  not  owned  by  them- 
selves ;  the  person  who  does  own  it,  is  able  to  exact  from  them,  in 
the  form  of  rent,  the  whole  extra  gain  derived  from  its  use.  Wc  arc  thus 
brought  by  anodicr  road  to  the  Law  of  Rent,  investigated  in  the  conclud- 
ing chapter  of  the  Second  Hook.  Rent,  we  again  see,  is  the  difference 
between  the  unequal  returns  to  dificrent  parts  of  the  capital  employed  on 
the  soil.  Whatever  surplus  any  portion  of  agricultural  capital  produces, 
beyond  what  is  produced  by  the  same  amount  of  capital  on  the  worst  soil, 
or  under  the  most  expensive  mode  of  cultivation,  which  the  existing 
demands  of  society  compel  a  recourse  to ;  that  surplus  will  naturally  be 
paid  as  rent  from  that  capital,  to  the  owner  of  the  land  on  which  it  is  em- 
ployed- 

It  was  lonff  thought  by  political  economists,  among  the  rest  even  by 
Adam  Smith,  that  the  produce  of  land  is  always  at  a  monopoly  value, 
because  (they  said)  in  addition  to  the  ordinary  rate  of  profit,  it  always 
yields  something  ftinher  for  rent.  This  we  now  see  to  be  erroneous.  A 
thing  cannot  be  at  a  monopoly  value,  when  its  supply  can  be  increa.icd 
to  an  indefinite  extent  if  we  are  only  willing  to  incur  the  cost.  If  no  more 
com  than  the  existing  quantity  is  grown,  it  is  because  the  \'alue  has  not 
risen  high  enough  to  remunerate  any  one  for  growing  it.  Any  land  which 
at  the  existing  price,  and  by  the  existing  processes,  will  yield  the  ordinary 
woAt>  is  tolerably  certain^  unless  some  arti^cal  hindrance  tnter\'ene5,  to 


be  cultivated,  alihough  nothing  may  be  left  for  rent.  Ai  long  as  there  is 
any  land  fit  for  cuhivation,  which  at  the  existing  price  cannot  be  profitably 
cu!ti\'ate(l  at  all,  there  must  be  some  land  a.  little  better,  which  will  yield 
the  ordiiiar>'  profit,  but  allow  nothing  for  rent :  and  ihat  land,  if  within 
the  boundary  of  a  farm,  will  be  cultivated  by  the  fanner ;  if  not  so, 
probably  by  the  proprietor,  or  by  some  other  person  on  sufferance, 
iionie  such  land  at  Least,  under  cultivation,  there  can  scarcely  fail  to  be. 

Rent,  therefore,  forms  no  part  cf  the  cost  of  production  which 
determines  the  value  of  agncultural  produce.  C I icums lances  no  doubt 
uuiy  be  conceived  in  which  it  might  do  so,  and  very  largely  loo.  Wc 
can  imag^ine  a  country  so  fully  peopled,  and  with  all  its  cultivable  soil  so 
completely  occupied,  that  to  produce  any  additional  quantity  would  require 
more  labour  than  the  produce  would  feed  :  and  if  wc  suppose  this  to  be 
the  condition  of  the  whole  world,  or  of  a  country  debarred  from  foreign 
supply,  then,  if  population  coiilinucd  increasing,  both  the  land  and  its 
produce  would  really  rise  to  a  monopoly  or  scarcity  price,  liut  this  state 
of  things  never  can  have  really  existed  anywhere,  unless  possibly  in  sonie 
small  island  rut  off  from  the  rest  of  the  ivorld  ;  nor  is  there  any  danger 
whatever  that  it  should  exiat.  It  certainly  exists  in  no  known  region  at 
present.  Monopoly,  we  hiive  seen,  can  take  elTect  on  value,  only  through 
limitation  of  supply.  In  all  countiies  of  any  extent  there  is  more  cultiv- 
able land  than  is  yet  cultivated  ;  and  while  there  is  any  such  surplus,  it  is 
the  same  ihlngf,  so  far  as  that  quality  of  land  is  concerned,  as  if  there 
were  an  infinite  quantity.  What  is  practically  limited  in  supply  is  only 
^the  better  qiiolitics  ;  and  even  for  those,  so  much  rent  caimot  be  demanded 
as  would  bring  in  the  competition  of  llie  lands  not  yet  in  cultivation  ;  the 
rent  of  a  piece  of  land  must  be  somewhat  less  than  the  whole  excess  of  its 
productiveness  o%er  that  of  the  best  land  which  it  is  not  yet  profitable  to 
cultivate ;  that  is,  it  must  be  about  equal  to  the  excess  above  the  worst 
land  which  it  is  profitable  to  cultivate.  The  land  or  the  capital  most 
unfavourably  circumstanced  among  those  actually  employed,  pays  no 
rent ;  and  tliat  land  or  capital  determines  the  cost  of  production  which 
regulates  the  value  of  the  whole  produce.  Thus  rent  is,  as  we  have 
already  seen,  no  cause  of  value,  but  the  price  of  the  privilege  which  the 
inequality  of  the  retunis  to  different  portions  of  agricultural  produce 
confers  on  all  except  the  least  favoured  portion. 

Rent,  in  short,  merely  equalizes  the  profits  of  diftiirent  farniinB'  capitals, 
by  enabling  the  landlord  to  appropriate  all  extra  gains  occasioned  by 
superiority  of  natural  advantages,  U  all  landlords  were  unanimously  to 
forego  their  rent,  they  would  but  transfer  it  to  the  farmers,  without 
bencfitinf^  the  consumer;  for  the  existing;  price  of  com  would  still  be  an 
indispensable  condition  of  the  production  of  part  of  the  e.xistinjj'  supply, 
and  a  part  could  not  obtain  that  price  unless  the  whole  obtained  it.  Kent, 
thcrefoie,  unless  artificially  increased  by  restrictive  lavvi.  Is  no  burthen 
on  the  consumer  :  it  does  not  raise  the  price  of  com,  and  Is  no  otherwise 
a  detriment  to  the  public,  than  inasmnch  as  if  the  state  had  retained  it, 
or  imposed  an  ecjuivalent  in  the  shape  of  a  land-tax,  it  would  then  have 
been  a  fund  applicable  to  general  instead  of  private  advanta^. 

§  3.  Aj;ricultural  productions  arc  not  the  only  commodities  which  have 
several  diitcrent  costs  of  productiun  at  once,  and  which,  in  consequence  of 
that  difference,  and  in  proportion  to  it,  afford  a  rent.  Mines  are  also  an 
instance.  Almost  all  kinds  of  raw  materi.'^I  extracted  from  the  interior  of 
the  earth — metals,  coals,  precious  stones,  etc.,  arc  obtained  from  min 
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ditfcring  considerably  in  fenility,  ihit  is,  yieldinff  very  riiiVercnt  quaiuiiies 
of  ihc  product  to  the  same  quantity  of  labour  and  capital.  'I'his  being  the 
ca3c,  it  is  an  obvious  quesuon,  why  are  nut  the  most  fertile  mines  so 
worked  as  lo  supply  the  whole  market  ?  No  such  qTiestion  can  arise  as  to 
land  ;  it  being  self-evident,  that  the  most  fertile  lands  cotild  not  possibly 
be  made  to  supply  the  whole  demand  of  a  fully  peopled  country ;  and 
even  of  what  they  do  yield,  a  pan  is  extorted  from  ihem  by  a  labour  and 
outlay  as  great  as  that  required  to  grow  the  same  amount  on  worse  land. 
But  it  is  not  so  with  mines  ;  at  least,  not  universally.  There  are,  perhaps, 
cases  in  which  it  is  impossible  to  extract  from  a  particular  vein,  in  a  given 
lime,  more  than  a  certain  quantity  of  ore,  because  there  is  only  a  limited 
surface  of  the  vein  exposed,  on  which  more  than  a  certain  number  of 
labourers  cannot  be  simultaneously  employed.  But  this  is  not  true  of  all 
mines.  In  collieries,  for  example,  some  other  cause  of  limitati(^must  be 
sought  for.  In  some  instances  the  owneis  limit  the  quantity  raised,  in 
order  not  too  rapidly  to  exhaust  the  mine  :  in  others  there  are  said  lo  be 
combinations  of  owners,  to  keep  up  a  monopoly  price  by  limiting  the 
production.  Whatever  be  the  causes,  it  is  a  fact  that  mines  of  different 
degrees  of  richness  arc  in  operation,  and  since  the  value  of  the  produce 
must  be  proportional  to  the  cost  nf  production  at  the  worst  mine  (fertility 
and  situation  taken  logeiher),  it  is  more  than  proportional  to  that  of  the 
best.  AH  mines  superior  in  produce  to  the  worst  actuallv  worked,  will 
yield,  therefore,  a  rent  equal  to  the  excess.  They  may  yicid  more  ;  and 
the  worst  mine  may  itself  yield  a  rent.  Mines  being  comparatively  few, 
their  qualities  do  not  graduate  gently  into  one  another,  as  the  qualities  of 
land  do  ;  and  the  demand  may  be  such  as  to  keep  the  value  of  the  produce 
considerably  above  the  cost  of  production  at  the  worst  mine  now  worked, 
without  being  suftkicnt  to  bring  into  operation  a  stilt  worse-  During  the 
interval,  the  produce  is  really  at  a  scarcity  value. 

Fisheries  are  another  example.  Fisheries  in  the  open  sea  are  not 
appropriated,  but  fisheries  in  lakes  or  rivers  almost  always  are  so,  and 
likewise  oyster-beds  or  other  particular  fishing  grounds  on  coasts.  We 
may  take  salmon  fisheries  as  an  exam]ile  of  the  whole  class.  Some  rivers 
are  far  more  productive  in  salmon  than  others.  None,  however,  without 
being  exhausted,  can  supply  more  than  a  very  limited  demand.  The 
demand  of  a  country  like  England  can  only  be  supplied  by  taking  salmon 
from  many  different  rivers,  of  unequal  productiveness,  and  the  value  must 
be  sufficient  to  repay  the  cost  of  obtaining  the  fish  from  the  least  pro- 
ductive of  these.  All  others,  therefore,  will,  if  appropriated,  afford  a  rent 
equal  to  the  value  of  their  superiority.  Much  higher  than  this  it  cannot 
be,  if  there  are  salmon  rivers  accessible  whicli  from  disi-incc  or  inferior 
productiveness  have  not  yet  contributed  to  supply  the  markcL  If  there 
arc  not,  the  value,  doubtless,  may  rise  to  a  scarcity  rate,  and  the  worst 
fisheries  in  use  may  then  yield  a  considerable  rent. 

Both  in  the  case  of  mines  and  of  fisheries,  the  natural  order  of  events  is 
liable  to  be  interrupted  by  the  opening  of  a  new  mine,  or  a  new  fishery,  of 
superior  quality  to  some  of  those  already  in  use.  The  first  effect  of  such 
an  incident  is  an  increase  of  the  supply :  which  of  course  lowers  the 
value,  to  call  fortli  an  increased  demand.  This  reduced  value  may  be  no 
longer  sufficient  to  remunerate  the  worst  of  the  existing  mines  or  fisheries, 
and  these  may  consequently  be  abandoned.  If  the  superior  mines  or 
fisheries,  with  the  addition  of  the  one  newly  opened,  produce  as  much  of 
the  cojnmodily  as  is  required  at  the  lowei-  value  corresponding  to  their 
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lower  cost  of  production,  ihe  fall  of  value  will  be  pennanent,  and  there 
will  be  a  corresponding  fall  in  the  rents  of  those  mines  or  fisheries  which 
are  not  abandoned.  In  this  case,  when  thin^^s  have  permanently  adjusted 
Chemselves,  the  result  will  be,  thai  the  scale  of  qualities  which  supply  tlie 
market  will  have  been  cut  short  at  the  lower  end,  while  a  rew  iiisertlon 
will  have  been  made  in  the  scale  at  seme  point  higher  up  :  and  the  worst 
mine  or  fishery  in  use— the  one  which  regulates  the  rents  of  the  superior 
qualities  and  the  value  of  the  commodity— will  be  a  mine  or  fishery  of 
better  quality  than  that  by  which  they  were  previously  reyulated. 

Land  Is  used  for  other  purposes  than  agriculture,  especially  for  resi- 
dence ;  and  when  so  used  yields  a  rent,  determined  by  principles  siitiiLir 
to  [hose  already  laid  down.  The  ground  rent  of  a  building,  and  the  rent 
of  a  fjarden  or  park  attached  to  it,  will  not  be  less  than  the  rent  which 
the  same  land  would  afford  in  ayricuhuie :  but  it  may  be  greater  than 
this,  tu  an  indefinite  amount ;  the  surplus  being  either  in  considetatioa 
of  beauty  or  of  convenience,  the  convenience  often  consisting  in  superior 
facilities  for  pecuniary  gain.  Sites  of  remarkable  beauty  are  generally 
limited  in  supply,  and  therefore,  if  in  great  demand,  are  at  a  scarcity 
value,  .'iites  superior  only  in  convenience  are  governed  as  to  their  value 
by  the  ordinary  principles  of  rent.  The  ground  rent  of  a  house  in  a 
small  village  is  but  little  higher  than  the  rent  of  a  similar  patch  of 
ground  in  the  open  fields :  but  that  of  a  shop  in  Che.ipside  will  exceed 
these,  by  the  whole  amount  at  which  people  estimate  the  superior  facili- 
ties of  money-making  in  the  more  crowded  place.  The  rents  of  wharfage, 
dock  and  harbour  room,  water-power,  and  many  other  privileges,  may  be 
analysed  on  similar  principles. 

§  4.  Cases  of  extra  profit  analogous  to  rent,  are  more  frequent  in  the 
transactions  of  industry  than  is  sometimes  stipposed.  Take  the  case,  for 
example,  of  a  patent,  or  exclusive  privilege  for  the  use  of  a  process  by 
which  cost  of  production  is  lessened.  If  the  value  of  the  product  con- 
tinues to  be  regulated  by  what  it  costs  to  those  who  are  obliged  to  persist 
in  the  old  process,  the  patentee  will  make  an  extra  profit  equal  to  the 
advantage  which  his  process  possesses  over  theirs.  This  extra  profit  is 
essentially  similar  to  rent,  and  sometimes  even  assumes  the  form  of  it ; 
the  patentee  allowing  to  other  producers  the  use  of  his  privilege,  In  con' 
sideralion  of  an  annual  payment.  So  long  as  he,  and  those  whom  he 
associates  in  Ihe  privilege,  do  not  produce  enough  to  supply  the  whole 
market,  so  Jong  the  original  cost  of  production,  being  the  necessary  con- 
dition of  producing  a  part,  will  regulate  the  value  of  the  whole  ;  and  the 
patentee  will  be  enabled  to  keep  up  bis  rent  to  a  full  equivalent  for  the 
advantage  which  his  process  gives  him.  In  the  commencement  indeed 
he  wUI  probably  forego  a  part  of  this  advantage  for  the  sake  of  under- 
selling others  :  the  increased  supply  wbidi  he  brings  forward  will  lower 
the  value,  and  make  the  trade  a  bad  one  for  those  who  do  not  share  in 
the  privilege  ;  many  of  whom  therefore  will  gradually  retire,  or  restrict 
iheir  operations,  oi  enter  into  arrangements  with  the  patentee  :  as  his 
supply  increases  theirs  will  diminish,  the  value  meanwhile  continuing 
slightly  depressed.  But  if  he  stops  short  in  his  operations  before  the 
market  is  wholly  supplied  by  the  new  process,  things  will  again  adjust 
themselves  to  what  was  the  natural  value  before  the  invention  was  made, 
and  the  benefit  of  the  improvement  will  accrue  solely  to  the  patentee. 

The  extra  gains  which  any  producer  or  dealer  obtains  through  superior 
(alencs  for  business,  or  superior  business  arrangements,  are  ver^  w\m<:J\qS. 
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a  similar  kind.  If  all  his  competitors  had  the  same  advantages,  and  used 
them,  tlie  benefit  would  be  transferred  to  their  customers,  ihrouyh  the 
diminished  value  of  the  article  :  he  only  retains  it  for  himself  because  he 
is  able  to  bring  his  commodity  to  i»arket  at  a  lower  cost,  while  ils  value 
is  determined  by  a  higher.  All  advamages,  in  Eact,  which  one  competitar 
has  over  another,  whether  natural  or  acquired,  whether  persona)  or  the 
result  of  social  arrangancnts,  brinj,'  the  commodity,  so  far,  ini«  our  '["hird 
Class,  and  assimilate  the  possessor  of  the  advantage  to  a  receiver  of  rent. 
Wages  and  profits  represent  the  universal  elements  in  production,  while 
rent  may  be  taken  to  represent  the  differential  and  peculiar  :  any  differ- 
ence  in  favour  of  certain  producers,  or  in  favour  of  production  in  certain 
circumstances,  being'  the  source  of  a  gain,  which,  although  not  called 
rent  unless  paid  periodically  by  one  person  to  anotlier,  is  governed  by 
laws  entirely  the  iiame  with  it.  The  price  paid  for  a  diftetenlial  advau- 
tag'c  in  prodLiciiig  a  commodity,  camiot  enter  into  the  general  cost  of 
production  of  the  commodity. 

A  commodity  may,  no  doubt,  in  some  contingencies  yield  a  rent  even 
under  the  most  disadvantageous  circumstances  of  its  production  ;  but  only 
when  it  is,  for  the  time,  in  die  condition  of  those  commodities  which  are 
ibsolutely  limited  in  supply,  aod  is  therefore  selling  at  a  scarcity  value; 
which  never  is,  itor  has  been,  tior  can  be,  a  pemianent  condition  of  any 
of  the  great  rent-yielding  commodities  :  unless  through  their  approaching 
cxhausiicii,  if  they  are  mineral  products,  (coal,  for  example.)  or  through 
au  increase  of  population,  continuing  after  a  further  increase  of  produc- 
tion becomes  impossible;  a  contingency,  which  the  ahnosl  inevitable 
progress  of  human  culture  and  improvemeiit  in  the  long  interval  which 
has  first  to  elapse,  forbids  us  to  consider  as  probable. 


CHAPTER  VI. 

SUMMARY  OF  THE  THl-ORV  OF  VALUE. 

^  I.  We  have  now  attained  a  favourable  point  fur  looking  back,  and 
taking  a  simultaiicuus  view  of  the  space  which  we  have  traversed  since 
the  commencement  of  the  present  Book.  The  following  arc  the  prin- 
ciples of  the  theory  of  Value,  so  far  as  wc  have  yet  .isccrtaincd  them. 

I.  Value  is  a  relative  tcnn.  The  value  of  a  thing  means  the  quantity 
of  soms  other  thing,  or  of  things  in  general,  which  it  exchanges  for.  The 
values  of  all  things  can  never,  therefore,  rise  or  fall  sinuiltancously.  There 
is  no  sudi  thing  as  a  general  rise  or  a  general  fall  of  values.  Every  rise 
of  value  supjioses  a  fall,  and  every  fall  a  rise. 

I I.  The  temporary,  or  market  value  of  a  thing,  depends  on  the  demand 
and  supply  ;  rising  as  the  demand  rises,  and  falling  as  the  supply  rises, 
The  demand,  however,  vai'ics  with  the  value,  being  generally  greater 
when  the  tiling  is  cheap  than  when  it  is  dear;  and  the  value  always 
adjusts  itself  in  such  a  manner,  that  the  demand  is  equal  to  the  supply. 

III.  Besides  their  temporar)' v;Uue,  things  have  also  a  permanent,  or 
AS  it  may  be  called,  a  Natural  Value,  to  which  the  market  value,  after 
every  variaiion,  always  tends  to  return  ;  and  the  oscillations  compensate 
ibr  one  another,  so  tlial,  on  the  average,  commodities  cxclianyc  at  about 

f/icir  natural  faiup. 
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IV.  The  natara!  value  of  some  things  is  a  Ecarcity  v.ilue  :  but  most 
thin^rs  natura.Jly  exchange  for  one  another  in  the  ratio  of  iheir  cost  of 
prtxluaion,  or  at  what  may  be  termed  their  Cost  Value. 

\'.  The  tilings  which  are  naturally  aad  permanently  at  a  scarcity  value, 
j  are  those  of  whidi  the  supply  cannot  be  increased  at  all,  or  uot  sutfi- 
ciently  to  satisfy  the  whole  of  the  demanti  which  would  exist  for  them  at 
their  cost  value. 

VI.  A  monopoly  value  means  a  scarcity  value.     Monopoly  cannot  give 

In.  value  to  anything-,  except  through  a  limitation  of  the  supply. 
VII.  Every  commodity  of  whicjh  the  supply  can  be  indefinitely  in- 
creased hy  labour  and  capital,  exchanges  for  other  things  proporlJonally 
to  the  cost  necessary  far  producing  and  brin((ing  to  market  the  most 
costly  portion  of  the  supply  required.  The  natural  value  is  synonymous 
with  the  Cost  Value,  and  the  cost  value  of  a  thing,  means  tlie  cost  value 
of  the  most  costly  portion  of  it. 
Vni.  Cost  of  Production  consists  of  several  elements,  some  of  which 
are  constant  and  universal,  others  occasionaL  The  universal  elements  of 
cost  of  production  are,  the  wages  of  the  labour,  and  the  profits  of  the 
capital.    The  occasional  elements  are,  taxes,  and  any  extra  cost  occasioned 

I  by  a  scarcity  value  of  sonic  nf  the  requisites. 
IX.  Rent  is  not  an  clement  in  the  cost  uf  production  of  the  commodity 
which  yields  it;  except  in  the  cases  (rather  conceivable  than  actually 
existing)  in  which  it  results  from,  and  represents,  a  scarcity  value,  liut 
when  land  capable  of  yielding  rent  in  agriculture  is  applied  to  some 
other  purpose,  the  rent  which  it  would  have  yielded  is  an  element  in  the 
cost  of  production  of  the  commodity  which  it  is  employed  lo  produce. 

X.  Omitting  the  occasional  elements,  things  which  admit  of  indefinite 
increase,  naturally  and  permanently  exchange  for  each  otlier  according 
to  the  comparative  amount  of  wages  which  must  be  paid  for  producing 
iheni,  and  the  comparative  amount  of  profits  which  must  be  obtained  by 
(he  capitalists  who  pay  those  wages. 

XI.  The  comparattTc  amount  of  wages  does  not  depend  on  what  wages 
[are  in  themselves.  High  wages  do  not  make  high  values,  nor  low  wages 
flow  values.  The  comparative  amount  of  wages  depends  partly  on  the 
[Comparative  quantities  of  labour  required,  and  partly  on  the  comparative 
[Tales  of  its  remuneration. 

XII.  So,  the  comparative  raie  of  profits  does  not  depend  on  what 
'profits  are  in  themselves  ;  nor  do  high  or  low  profits  make  high  or  low 
lvalues.  It  depends  partly  on  the  comparative  lengths  of  time  during 
jwhich  the  capital  is  employed,  and  partly  on  the  comparative  rate  of 

rofits  in  different  employments, 

XIII.  If  two  things  are  made  by  the  same  quantity  of  labour,  and  that 
ihour  paid  at  the  same  rate,  and  if  the  wages  of  the  labourer  have  to  be 

[advanced  for  the  same  space  of  time,  and  the  nature  of  the  empluymcnt 
[doc5  not  require  that  there  be  a  pennanent  difference  in  [heir  rate  of 
_  rofit  ;  then,  whether  wages  and  profits  be  high  or  low,  and  whether  the 
|ouantity  of  labour  expended  be  much  or  llttlCj  these  two  things  will,  on 
fthe  average,  exchange  for  one  another. 

XIV.  If  one  of  two  things  commands,  on  the  average,  a  greater  value 
tthan  the  other,  tlie  cause  must  be  that  it  requires  for  its  production 
Itither  n  greater  quantity  of  labour,  or  a  kind  of  labour  permanently  paid 

at  a  higher  rate  ;  or  that  the  capital,  or  part  of  the  capital,  which  supports 
Uiat  labour,  must  ^>e  advanced  for  a  longer  period;  or,  lastly,  lliat  tho 


3=S 


EXCnAKGE. 


production  is  attended  with  some  circumstance  which  requires   lo  be 
compensated  \>y  a.  permanently  higher  rate  of  profit. 

Xv.  Of  these  elements,  the  quiuitity  of  laboui-  required  Par  the  pro- 
duction ia  the  most  important :  the  cfTbct  of  the  others  is  smalitr,  though 
none  of  thctn  are  insignificant. 

XVI.  Tlie  tovi-cr  profits  are:,  the  less  importnnt  become  the  minor 
elements  of  cost  of  production,  and  the  leas  do  commodities  deviate  from 
n  vnluc  proportioned  to  the  quantity  and  quahty  of  the  labour  required  for 
their  production. 

XV II.  IJut  every  fall  of  profits  lowers,  in  some  degree,  the  cost  value 
of  tilings  made  with  much  or  durable  machinery,  and  raisers  that  of 
tilings  made  by  liajid  ;  and  every  rise  of  profits  does  the  reverse. 

g  2.  Such  is  the  general  theory  of  Exchange  Value.  It  is  nccessjiry, 
however,  to  remark  that  this  theory  contemplates  a  syetcni  of  pioduction 
ci^rped  ort  bv  capitalists  tor  proh^  anU  mi  UV  lALuufeBi  fOf  HUBsf^ce. 
lu  proportion  as  wc  acmiit  cnis  last  supposition — and  in  most  counmes 


in  proport 

we  TKJSt  admit  it,  at  least  in  respect  o'f  agricultur.Tl  produce,  to  a  very 
great  extent — such  of  the  preceding  theorems  as  rel.ite  to  the  dependence 
of  value  on  cost  of  production  will  require  modificaiion.  Those  theorems 
are  all  groundtd  on  the  supposition,  that  the  prodiv  i  and  aim  is 

ttf.derive  a  profit  from  his  capital.     Thia  gmiitcd.  ::i;>t  he  must 

seU.  his^tojamodity  jjt  !■  "^    '  ■  i!     ''  >  :  >  ;   rate  of 

profit,  that  is  to  say,  it  ;  >  '       1"  Iiscost 

value.  IJut  the  peasant  pi  opueior,  me  meiayer,  .mi  t-i  m  iln-  jteasanT- 
farmer,  or  alloinicni-holdcr — the  labourer,  under  wlutever  name,  pro- 
ducing on  his  own  account — is  seeking,  not  an  investment  for  his  Imle 
capital,  but  an  advant;n;euus  employment  for  his  time  and  labour.  His 
disbui-sements,  beyond  his  own  maintenance  and  that  of  his  family,  are 
so  small,  that  nearly  the  whole  proceeds  of  the  sale  of  his  produce  arc  the 
wages  of  labour.  When  be  nnd  bis  family  have  been  fed  from  the 
produce  of  his  fann  (and  perh.nps  clothed  with  m.^tetials  grown  thereon, 
and  manufactured  in  the  family;  he  mav,  in  respect  of  the  supplcmcntaiy 
remuneration  derived  from  the  sale  of  liis  surplus  produce,  be  compared 
to  those  labourers  who,  deriving  their  subsistence  from  an  independent 
source,  can  afford  to  sell  their  labuur  at  any  price  which  is  to  their  minds 
worth  the  exertion.  A  pcasant^  who  supports  himself  .ind  his  family 
with  one  portion  of  his  produce,  will  often  sell  the  remainder  very  much 
helow  what  would  be  its  cost  value  to  a  capitalist. 

There  is,  however,  even  in  this  case,  a  minimum,  or  inferior  limit,  of 
value.  The  part  of  his  produce  which  he  airrics  to  market,  must  bring 
in  to  him  Ihc  value  nf  all  necessaries  which  he  is  compelled  to  purchase  ; 
and  it  must  enable  \mn  to  pay  his  rent.  Rent,  under  pe;:!sant  ctiltivation, 
is  not  governed  by  the  principles  set  forth  in  the  chapters  immediately 
preceding,  but  iscither  detennined  by  custom,  as  in  the  case  of  metayers, 
or,  if  fixed  by  competition,  depends  on  the  ratio  of  population  to  land. 
Rent,  therefure,  in  this  case,  is  an  element  of  cost  of  production.  The 
pe.isant  must  work  until  ho  has  cleared  his  rent  .ind  the  price  of  all 
purchased  necessaries.  After  this,  he  will  go  on  working  only  if  he  can 
sell  the  produce  for  such  a  price  as  will  overcome  his  a;*ersion  to  labour. 
The  minimum  just  mentioned  is  what  llie  peasant  must  obtain  in 
Thauge  for  the  whole  of  his  surplus  produce.  But  inasmuch  as  this 
us  is  not  a  fixed  quantity,  but  may  be  cither  greater  or  less  according 
!  degree  of  his  industr)*,  a  minimum  value  for  the  whole  of  it  doc« 
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not  give  any  minimum  value  for  a  definite  quantity  cf  ihe  commodity.  In 
.this  state  of  things,  therefore,  it  can  hardly  be  said,  that  the  value  depends 
at  all  on  cost  of  production.  It  depends  entirely  on  demand  and  supply, 
that  is,  on  llie  proportion  between  the  quantity  of  surphis  food  which  the 
peasants  choose  to  produce,  and  the  numbers  of  the  non-agricultural,  or 
ratlier  of  the  non-peasant  papulation.  If  tlie  buying  class  were  numerous 
and  the  growing  class  lazy,  food  might  be  permanently  at  a  scarcity 
price.  I  am  not  aware  that  this  case  has  anywhere  a  real  existence.  If 
Ihe  growing  class  is  energetic  and  induslrioua,  and  the  buyers  few,  food 
will  be  extremely  cheap.  This  al50  is  a  rare  case,  though  some  parts  of 
France  perhaps  approximate  to  it.  The  common  cases  are,  either  that, 
as  in  Ireland,  the  peasant  class  is  indolent  and  the  buyers  few,  or  the 
peasants  industrious  and  the  town  population  numerous  and  opulent,  as 
m  Belgium,  the  north  of  Italy,  and  parts  of  Germany.  The  price  of  the 
produce  will  adjust  itself  to  these  varieties  of  circumstances,  unless 
modified,  as  in  many  cases  it  is,  by  the  competition  of  producers  who  arc 
not  peasants,  or  by  the  prices  of  foreign  markets. 

§  3-  Another  anomalous  case  is  (hat  of  slave-grown  produce :  which 
presents,  however,  by  no  means  the  same  dcjjrcc  of  complication.  The 
slave-owner  is  a  capitalist,  and  his  inducement  to  production  consists  in  a 
profit  on  his  capita!.  This  profit  must  amount  to  the  ordinary  rale.  In 
respect  to  his  expenses,  he  is  in  the  same  position  as  if  his  slaves  were 
free  labourers  working  with  their  present  eniciency,  and  were  hired  with 
wa^cs  equal  to  their  present  cost.  If  the  cost  is  less  in  pruportbun  to  the 
work  done,  than  the  wages  of  free  labour  would  be,  so  much  the  greater 
are  his  profits  :  but  If  all  other  producers  in  the  coimiry  possess  the  same 
advantage,  the  values  of  commodities  will  not  be  at  all  affected  by 
it.  The  only  case  in  which  they  can  be  affected.  Is  when  the  privilege  of 
cheap  labour  is  confined  to  particular  branches  of  production,  free 
labourers  at  prnportinrably  higher  wages  being  'employed  in  the  re- 
mainder. In  tliis  case,  as  in  all  cases  of  permanent  incquahty  between 
the  wages  of  different  employments,  prices  and  value^jreceive  the  impress 
of  the  inequality.  Slave-grown  will  exchange  for'non-slavc-grown  com- 
modities in  a  less  ratio  than  that  of  the  quantity  of  labour  required  for 
their  production  ;  the  value  of  the  former  will  be  less,  of  the  latter 
greater,  than  if  slavery  did  not  exist. 

The  further  adtiptation  of  the  theory  of  value  to  the  varieties  of  exist- 
ing or  possible  industrial  systems  may  be  left  with  great  advantage  to  the 
intelligent  reader.  It  is  tt-ell  said  by  Montesquieu,  '  11  ne  faut  pas 
toujoius  tenement  <*puiser  un  sujet,  qu'on  ne  laisse  rien  i  faire  au  lecteur, 
II  ne  s'agii  pas  dc  faire  lire,  mais  de  faire  penser.'* 


CHAPTER  Vn. 

OF  irONF.V. 

I.  Havintg  proceeded   thus   far   in   ascertaining  the  general  laws 
of  V'ahie,  without  introducing  the  idea  of  Money  (except  occasionally  for 


illustration), 
consider  in 


It    IS 

what 


time  that  we  should  now  snperadd  th.^t   idea,  and 
manner  the  principles  of  the  mutual  interchange  of 

•  Esprit  des  Lm,  liv.  xl  adjiium. 
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commodities  are  aflecied  by  the  use  of  what  is  termed  a  Medium  ol 
Exchange. 

In  order  to  understand  the  manifold  functions  of  a  Circulating 
Medium,  there  is  no  better  way  than  to  consider  what  arc  the  principal  io- 
convcniencies  wUtch  we  should  experience  if  we  had  not  such  a  medium. 
The  first  and  most  obvious  would  he  the  want  of  a  common  measure  for 
values  of  difTerent  sorts.  If  a  tailor  had  only  coats,  ;ind  wantM  to  buy 
bread  or  a  horse,  it  would  be  very  troublesome  to  ascertain  how  much 
bread  he  ought  to  obtain  for  a  coat,  or  how  many  coats  he  should  give  for 
a  horse.  The  calculation  must  be  recommenced  on  different  data,  every 
time  be  bartered  bis  coats  for  a  diSerent  kind  of  article  ;  and  there  could 
be  no  current  price,  or  rcj^iilar  quotations  of  value.  Whereas  now  each 
thing  has  a  current  price  in  money,  and  he  gets  over  all  diRiculti« 
by  reckoning  his  coat  at  4/.  or  5/.,  and  a  four- pound  loaf  at  64.  or  yd.  As 
it  is  much  easier  to  compare  diffa-ent  lengths  by  expressing  tbcm  in  a 
common  language  called  feet  and  inches,  so  it  is  much  easier  to  compare 
values  by  means  of  a  common  language  called  pounds,  shillings,  and 
pence.  In  no  other  way  can  values  be  arranged  one  above  another  in 
a  scale;  in  no  other  can  a  person  conveniently  calculate  the  aum  of 
his  possessions  :  aiul  it  is  easier  to  ascertain  and  remember  the  relations 
of  many  things  to  one  thing,  than  their  innumerable  cross  relations  with 
one  another.  This  advantage  of  having  a  common  language  in  which 
values  may  be  expressed,  is  even  by  itself,  50  imporlnni,  that  some  snch 
mode  of  expressing  and  computing  them  would  probably  be  used  even  if 
a  Dound  or  a  shilhog  did  not  express  any  real  thing,  but  a  mere  unit  of 
cjilcutation.  It  is  said  that  there  are  African  tribes  in  which  this 
•oincwhat  artifirial  contrivance  actually  prevails.  They  calculate  the 
\iUue  of  things  in  a  sort  of  money  of  accotmt,  called  macutes.  They  say, 
on«  thins  is  worth  ten  macutes,  another  tifteen,  another  twenty.*  There  is 
no  real  thing  called  a  macule  :  it  is  a  conventional  unit,  for  the  more  con- 
venient comparison  of  things  witli  one  another. 

This  advantage,  however,  forms  but  an  inconsiderable  part  of  the 
economical  bencliis  derived  from  tlie  use  of  money.  The  inconveniences 
of  barter  are  so  great,  that  without  some  more  commodious  means  of 
efTeciing  exchange?,  the  division  of  employments  could  hardly  have  been 
carried  to  any  considerable  exlt>nt,  A  tailnr,  who  had  nothing  but  coats, 
might  starve  before  he  cotild  And  any  person  having  bread  to  sell  who 
wanted  a  coat  ;  besides,  he  woiUd  not  want  as  much  bread  at  a  time  as 
would  be  worth  a  coat,  and  the  coat  could  not  be  divided.  Kvery  person, 
therefore,  would  at  all  times  hasten  to  dispose  of  his  commodity  in 
exchange  fur  anything  which,  though  it  might  not  be  fitted  to  his  own  im- 
medi.ite  wants,  was  in  great  and  general  demand,  and  easily  dinsible,  so 
that  he  might  be  sure  of  being  able  to  purchase  with  it  whatever  was 
offered  for  sale.  The  primary  necessaries  of  life  possess  these  properties 
in  a  high  degree.  Bread  isexircmclydivisible,  and  an  object  of  universal 
desire.  Still,  this  is  not  the  sort  of  thing  required  f  for,  of  food,  unless  in 
expectation  of  a  scarcity,  no  one  wishes  to  possess  more  al  once,  than  is 
wanted  for  immediate  consumption  ;  so  chat  a  person  is  never  sure  of  find- 
ing an  immediate  purchaser  for  articles  of  food  ;  and  unless  soon  disposed 
of,  most  of  them  perish.  The  thing  which  people  would  select  to  keep  by 
tlicm  for  making  purchases,  must  b2  one  which,  besides  being  divisiblci 
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lerally  desired,  does  not  deteriorate  by  keeping.    This  reduces 
loice  to  ,1  small  number  of  articles. 

§  2.  By  a  tacit  concurrence,  almnst  all  nations,  at  a  very  early  period^ 
fixed  upon  certain  metals,  and  especially  gold  and  sifver,  to  serve  this 
purpose-  No  other  substances  unite  the  necessary  qualities  in  so  great  a 
decree,  wlUi  so  many  subordinate  advantages.  Next  to  food  and  clothing, 
ami  in  some  climates  even  before  clothini;,  the  strongest  inclination  in  a 
rude  state  of  society  is  (or  personal  ornanieni,  and  for  the  kind  of  dis- 
tinction which  is  oDtained  by  rarity  or  costliness  in  such  ornaments. 
After  the  immediate  necessities  of  life  were  satisfied,  every  one  was  eager 
to  accumulate  as  great  a  store  as  possible  of  things  at  once  costly  and 
omameDtal ;  which  wcie  chiefly  gold,  silver,  and  jewels.  These  were  the 
things  'vliich  it  most  pleased  every  one  to  possess,  and  which  there  was 
most  certainty  of  finding  others  willing  to  receive  in  exchange  for  any 
kind  of  produce.  They  were  among'  the  most  impeiishable  of  all  sub- 
stances. They  were  also  portable,  and  containing  great  value  in  small 
bulk,  were  easily  hid  ;  a  consideration  of  much  importance  in  an  age  of 
iasecurity.  Jewels  are  inferior  to  s^old  and  silver  in  the  quality  of  divisi- 
bility ;  and  arc  of  very  various  qualities,  not  to  be  accurately  discriminated 
without  great  trouble.  Gold  and  silver  are  eminently  divisible,  and  when 
pure,  always  of  the  same  tiuality  ;  and  their  purity  may  he  ascertained 
and  certified  by  a  public  authority. 

Accordingly,  though  furs  have  been  employed  as  money  in  some 
countries,  cattle  in  others,  in  Cliinese  Tartar}' cubes  of  tea  closely  pressed 
together,  the  shells  called  cowries  on  the  coast  of  Western  Africa,  and  in 
Abyssinia  at  this  day  blocks  of  rock  salt  j  though  even  of  metals,  the  less 
costly  have  sometimes  been  choeen,  as  iron  in  Lacednsmon  from  an  ascetic 
policy,  copper  in  the  early  Roman  republic  from  the  poverty'  of  the  people  ; 
gold  and  silver  have  been  generally  preferred  by  nations  which  were  able 
to  obtain  them,  either  by  industr\',  commerce,  or  conquest.  To  the 
qualities  which  originally  recommended  them,  another  came  to  be  added, 
the  importance  of  wliich  only  unfolded  itself  by  degre<?s.  Of  all  com- 
modities, they  are  among  die  least  influenced  by  any  of  the  causes  which 
produce  dnctuations  of  value.  No  commodity  is  quite  free  from  such 
fluctuations.  Gold  and  silver  have  sustained,  since  the  beginning  of 
histor\-,  one  great  permanent  alteration  of  value,  from  the  discovery  of  the 
American  mines  ;  and  some  temporary  variations,  such  as  that  which,  in 
the  last  great  war,  was  produced  hy  the  absorption  of  the  metals  in 
hoards,  and  in  the  miUtary  chests  of  the  immense  annies  constantly  in  the 
held,  hi  the  present  age  the  opening  of  a  new  source  of  supply,  so 
tsbundant  as  the  mines  of  the  Ural  mountains  and  of  Siberia,  to  which 
ktiay  now  be  added  California,  may  be  the  commencement  of  another 

■riort  of  decline,  on  the  limits  of  which  it  would  be  useless  at  present  lo 

ipeculate.    liut  on  the  whole,  no  commodities  are  so  little  exposed  to 

causes  of  variation.    They  are  more  con5tanl  than  almost  any  other 

jihings  in  their  cost  of  production.     And  from  their  durability,  the  total 

quantity  in  existence  is  at  all  times  so  great  in  proportion  to  the  annual 

[»i:pply,  that  the  eflTect  on  value  even  of  a  change  in  the  cost  of  production 

ts  uot  sudden  :  a  very  lonjr  time  being  required  to  diminish  materially  the 

quantity  in  existence,  and  even  to  increase  it  very  greatly  being  no  rapid 

process.     Cold  and  silver,  therefore,  are  more  fit  than  any  other  com- 

niodilv  lo  be  the  subject  of  engagements  for  receiving  or  paying  a  given 

quantity  at  some  distant  period.    If  the  engagement  were  made  iu  Mcn^ 
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a  future  of  ou|i>  mi^U  increan  Ac  btutfata  of  the  pa>-ineiu  in  one  year 
lo  SoarioAd  vbu  waa  mteaded,  or  an  exnbetant  harrcst  sink  it  in  aootfaer 
osw-lburth.  Ififtpiilatcd  in  ctoli,  sooaemaMiifrrtiifiny  inventioo  might 
itly  tedooe  dse  payment  to  a  tenth  of  its  ov^mal  value.  Sucli 
have  been  Iummfb  to  ocxnr  eren  in  the  case  of  payinems  siipolated 
gold  and  siKer ;  bat  tbe  great  &&  of  their  valoe  after  the  discovery  or 
'  a,  is,  as  yet,  the  only  aotbenticated  mstaocc ;  and  in  this  case  the 
_  vasextrcsnetygiadital,  being  s^ieadovera  period  of  many  years. 
When  gold  and  stiver  had  become  virtoally  a  medimn  of  exchange,  by 
ling  the  Ibiags  tot  wbach  people  geoeiaDy  sold,  and  with  which  they 
generally  booght,  irfaatevcr  th^  had  to  seB  or  tobi^,  the  contrivance  of 
coining  obvioosly  ■"££******  itsdt  By  this  incess  the  metal  was  divided 
'  uo  co«i\'enieat  portioos,  of  any  dcgvee  of  sniallaess,  and  bearing  a  re- 
alised proportion  to  coe  another  ;  and  the  troubtewas  saved  <rfwci^h- 
and  assaying  at  every  change  of  po&ses^ors,  an  inconveaience  which 
the  occasion  of  small  parcjiases  would  soon  have  becnne  insupport- 
'^able.  Covemments  found  it  their  interes  to  take  iheopeiatton  into  their 
own  hands,  and  to  interdict  all  cotntnjr  by  pri\-ate  persons ;  indeed,  their 
gmrantee  was  often  the  only  one  which  would  have  been  relied  on,  a 
reliance,  howe%tr,  which  rtry  orten  it  ill  deserved  ;  profiigaie  govern- 
ments baling  until  a  very  modem  period  seldom  scrupled, for  the  sake  of 
robbing  their  creditors,  to  confer  on  all  other  debtors  a  hcence  to  rob  theirs, 
by  the  shallow  and  impudent  aniftce  of  lowering  the  standard  ;  that  le.ist 
coven  of  all  modes  of  knivery,  which  consists  in  calliaga  shilling  a  pound, 
that  a  debt  of  a  hundred  pounds  may  be  cancelled  by  the  pajoncnt  of  a 
hundred  shillings.  It  wotild  have  been  as  simple  a  plan,  and  would  have 
answered  the  purpose  as  well,  to  ha%-e  enactea  that  'a  hundred'  should 
always  be  interpreted  to  mean  five,  nhich  would  have  effected  the  same 
redttclion  in  all  pecuniary  contracts,  and  would  not  have  been  at  all  more 
shameless.  Such  strokes  of  policy  have  not  wholly  ceased  to  be  recom- 
mended, but  the)'  have  ceased  to  be  praatsed ;  except  occasionally 
through  the  medium  of  paper  money,  in  which  case  the  character  of  the 
tran>action,  from  the  greater  obscurity  of  the  subject,  is  a  litde  less 
barefaced. 

§  3.  Money,  when  its  use  has  grown  habitual,  is  the  medium  through 
which  the  incomes  of  the  different  members  of  the  rommonity  arc  distri- 
buted to  them,  and  the  measure  by  which  they  estimate  their  possesions. 
As  it  is  always  by  means  of  money  that  people  provide  for  their  different 
necessities,  there  grows  up  in  their  minds  a  powerful  association  leading 
them  to  regard  money  as  wealth  in  a  more  peculiar  sense  than  any  other 
article  ;  and  even  those  who  pass  their  lives  in  the  production  of  the  most 
useful  objects  acquire  the  habit  of  regarding  those  objcas  as  chiefly 
important  by  their  capacity  of  being  exchanged  for  money.  A  person 
who  parts  with  money  to  obtain  commodities,  unless  he  intends  10  sell 
them,  appears  lo  the  imagination  to  be  making  a  worse  bargain  than  a 
person  wtio  parts  with  conimodities  to  get  money  ;  the  one  seems  to  be 
spending  his  means,  the  other  adding  to  them.  Ilkisions  which,  though 
now  in  some  measure  dispelled,  were  long  powctfu!  enough  to  overmaster 
the  mind  of  every  politician,  both  speculative  find  practical,  in  Europe. 

It  must  be  evident,  liowcver,  that  the  mere  introduction  of  a  particular 

mode  of  exchanging  things  for  one  another,  by  first  exchanging  a  thing 

money,  and  tnen  exchanging  the  money  for  something  else,  makes  no 

re/icc  io  (lie  essentialcharacter  of  transactions.    It  is  not  witlimon^y 
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that  things  are  rc.ill)f  purchasetL  Nobody's  income  (except  Uiat  of  (be 
gold  or  5il\er  miner)  is  derived  from  the  precious  metals.  The  pounds  or 
shillings  which  a  person  receives  weekly  or  yearly,  are  not  what  constitutes 
his  income  ;  they  are  a  sort  of  tickets  or  orders  which  he  can  present  for 
payment  at  any  shop  he  pleases,  and  which  entitle  him  to  receive  a  certain 
value  of  any  commodity  that  he  makes  choice  of.  Tlie  fanner  pays  his 
labourers  and  his  landlord  in  these  tickets,  as  the  most  convenient  plan  for 
himself  and  them  ;  but  their  real  income  is  their  share  of  his  corn,  cattle, 
and  hay,  and  it  makes  no  essential  difference  whether  he  distributes  it  to 
tliem  direct,  or  sells  it  for  them  and  gives  them  the  price  ;  but  as  they 
would  have  to  sell  it  for  money  if  he  did  not,  and  as  he  is  a  seller  at  any 
raitc,  it  best  suits  the  purposes  of  all,  that  he  should  sell  their  share  aton^ 
with  his  own,  ajid  leave  the  labourers  more  leisure  for  work  and  the  land- 
lord for  being  idle.  The  capitalists,  except  those  who  are  producers  of  the 
precious  metals,  derive  no  part  of  their  mcomc  from  those  metals,  since 
they  only  get  tliem  by  buying  them  wkh  their  own  produce  ;  while  all 
other  persons  have  their  incomes  paid  to  them  by  the  capit.ilisis,  or  by 
those  who  have  received  payment  from  the  capitalists,  and  as  the 
capitalists  have  nothing,  from  the  first,  except  their  produce,  it  is  that  and 
nothing  else  which  supplies  all  incomes  furnished  by  them.  There  cannot, 
in  short,  be  intrinsically  a  more  insignificant  thing,  in  the  economy  of 
society,  than  money  ;  except  in  the  character  of  a  contrivance  for  sparing 
time  and  l.ibour.  It  is  a  machinery  for  doing  quickly  and  commodiously, 
what  would  be  done,  though  less  quickly  and  commodiously,  without  it  : 
and  tike  many  other  kinds  of  macninery,  it  only  exerts  a  distinct  and  in< 
dependent  influence  of  its  awn  when  its  gets  out  of  order. 

The  introduction  of  money  does  not  interfere  with  the  operation  of  any 

of  the  Laws  of  Value  laid  down  in  the  preceding  chapters.    The  reasons 

which  make  the  temporary  or  mnrkct  value  of  things  depend  on  the 

demand  and  supply,  and  their  average  and  permanent  values  upon  their 

cost  of  production,  are  as  applicable  to  a  money  system  as  to  a  system  of 

barter.     Things  which  by  barter  would  exchange  for  one  anoiher,  will,  if 

sold  for  money,  sell  for  an  equal  amount  of  it,  and  so  will  exchange  for 

one  another  still,  though  the  process  of  exchanging  them  will  consist  of 

two  operations  instead  of  only  one.     The  relations  of  commodities  to  one 

another  remain  unaltered  by  money  ;  the  only  new  relation  introduced,  is 

their  relation  to  money  itself;  how  much  or  how  little  money  they  will 

exchange  for  ;  in  other  words,  how  the  Exchang'e  Value  of  money  itself  is 

determined.    And  this  is  not  a  question  of  any  difficulty,  when  the  illusion 

is  dispelled,  which  caused  inoney  io  be  looked  upon  as  a  peculiar  some- 

"  ing,  not  governed   by  the  same  laws  as  other  things.     Money  is  a 

lommodity,  and  its  value  is  determined  like  that  of  other  commodities, 

mporarily  by  demand  and  supply,  permanently  and  on  the  average  by 

^ost  of  production.     The  illustration  of  these  principles,  considered  in 

'  eir  application  to  money,  must  be  given  in  some  detail,  on  account  of 

e  confusion  which,  in  minds  not  systematically  instnicted  on  the  subject, 

envelopes  the  whole  matter  ;  partly  from  a  lingering  remnant  of  the  old 

misleading  associations,  and  p.irtly  from  the  mass  of  vapoury  and  baseless 

speculation  with  which  this,  more  than  any  other  topic  of  political  economy, 

lias  in  latter  limes  become  surrounded.     I  shall  therefore  treat  of  the 


Value  of  Money  in  a  cliapicr  apart. 
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CHAPTER  VIII. 

ri;  V.\T-1IE  OF  MONEY,  AS   DEPF.NDRMT  ON    DP.MANtl  AXTi  SUM*I.1 

§  I.  It  is  unfortunate  that  in  the  very  outset  of  the  subject  we  have  lo 
clear  from  our  path  a  formidable  ambiguity  of  language.  The  Value  of 
Money  is  to  appearance  an  expression  as  precise,  as  free  from  possibility 
of  miaundcrstanding,  as  any  in  science.  The  value  of  n  thing,  is  wlial  it 
will  exchange  for  :  the  value  of  money,  is  what  money  will  cxrhange  for  ; 
the  purchasing  power  of  money.  If  prices  are  low,  money  will  buy  mudi 
of  other  things,  and  is  of  high  value  ;  if  priceg  are  high,  it  will  buy  lillle  of 
other  things,  and  is  of  low  value.  The  value  of  money  is  inversely  as 
general  prices  :  falling  as  they  rise,  and  rising  as  they  fall. 

But  unhappily  the  same  phrase  is  also  employed,  in  the  current 
language  of  commerce,  in  a  very  different  sense.  Money,  which  is  so 
commonly  understood  as  the  synonym  of  wealth,  is  more  especially 
the  term  in  use  to  denote  it  when  borrowing  is  spoken  of.  When  one 
person  lendi  lo  another,  as  well  as  when  lie  pays  wages  or  rent  to  another, 
what  lie  transfers  is  not  the  mere  money,  but  a  right  to  a  certain  value  of 
the  produce  of  the  countr>-,  to  be  selected  at  pleasure  ;  the  lender  having 
first  bought  this  right,  by  giving  for  it  a  portion  of  his  capital.  What  he 
really  lends  is  so  much  capital ;  the  money  is  the  mere  instrument  of 
transfer.  But  the  capital  usually  passes  from  the  lender  to  the  receiver 
through  the  means  either  of  money,  or  of  an  order  to  receive  money,  and 
at  any  rate  it  is  in  money  that  the  capital  is  computed  and  estimated. 
Hence,  borrowing  capital  i^  universally  called  borrowing  money  ;  the  loan 
market  is  called  the  money  market :  tbose  who  have  their  capital  dis- 
posable for  investment  on  loan  are  calted  the  moneyed  class  :  and  the 
equivalent  given  for  the  use  of  capital,  or  in  other  words,  interest,  is  not 
only  called  the  interest  of  money,  but.  by  a  grosser  perversion  of  terms, 
the  vaUie  of  money.  This  misapplication  of  language,  assisted  by  some 
fallacious  appearances  which  we  shall  notice  and  clear  up  hereafter,*  has 
created  a  general  notion  among  persons  in  business,  that  the  Vahie  of 
Money,  meaning  the  rate  of  interest,  has  ac  intimate  connexion  with  the 
Value  of  Money  in  its  proper  sense,  the  value  or  purchasing  po\vcr  of  the 
circulating  medium.  We  shall  come  to  this  subject  before  long  :  at  present 
it  is  enough  to  say,  that  by  Value  I  shall  always  mean  Exchange  Value, 
and  by  money  the  medium  of  exchange,  not  the  capital  which  is  passea 
from  hand  to  hand  through  that  medium. 

g  2.  The  value  or  purchasing  power  of  money  depends,  in  the  first 
instance,  on  demand  and  supply.  But  demand  and  supply,  in  relation  to 
money,  present  themselves  in  a  somewhat  dilTerent  shape  from  the  demand 
and  supply  of  other  things. 

The  supply  of  a  commodity  means  the  quantity  ofTered  for  sale.  But  it 
is  not  usual  to  speak  of  offering  money  for  sale.  I'eople  are  not  usually 
said  to  buy  or  sell  money.  This,  however,  is  merely  an  accident  of 
language.  In  point  of  fact,  money  is  bought  and  sold  like  other  things, 
whenever  other  things  are  bought  and  sold  y^r  money.  Whoever  sells 
com,  or  tallow,  or  cotton,  buys  money.  Whoever  buys  bread,  or  wine,  or 
clothes,  sells  money  to  the  dealer  in  those  articles.  Tne  money  with  which 
people  are  offering  to  buy,  is  money  offered  for  sale.    The  supply  of 

*  loira,  cb.  Bxiii* 
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mr>riey,  then,  is  the  quantiry  of  it  which  peopld  nre  wanting  to  lay  otit  ; 
that  15,  all  the  money  they  have  in  their  possession,  except  what  they  are 
hoardirg-,  or  at  least  keeping  by  them  ns  a  rcscn-e  for  future  con- 
tingencies. The  supply  of  money,  in  short,  is  all  the  money  in  cirailiUion 
at  the  time.  , 

The  demand  for  money,  again,  consists  of  all  the  goods  oRered  for  sale. 
Every  seller  of  goods  is  a  buyer  of  money,  and  the  goods  he  brings  with 
him  constitute  his  demand.  The  demand  for  money  differa  from  the 
demand  for  other  things  in  this,  that  ic  is  limited  only  by  the  means  of 
the  purchaser.  The  demand  for  other  things  is  for  so  much  and  no 
more  ;  but  there  is  always  a  demand  for  as  much  money  as  can  be  got. 
Persons  may  indeed  refuse  to  sell,  and  withdraw  their  j^onds  from  the 
market,  if  they  cannot  get  for  ihem  what  they  consider  a  sufficient  price.. 
But  this  is  only  when  they  think  that  the  price  willrise,3nd  that  they  shall 
get  more  money  by  waiting.  If  they  thought  tlie  low  price  likely  to  be 
permanent,  they  would  take  what  they  could  get.  It  is  always  a  sineguA 
non  with  a  dealer  to  dispose  of  his  goods. 

As  the  whole  of  the  goods  in  the  market  compose  the  demand  for 
money,  so  the  whole  of  the  money  cnnstitutcs  the  demand  for  goods.  The 
money  and  the  goods  are  seeking  each  other  for  the  purpose  of  being 
exchanged.  They  are  reciprocally  supply  and  demand  to  one  another. 
It  is  indilTerent  v\heLher,  in  characterizing  the  plieiiomeiia,  we  speak  of  the 
demand  and  the  supply  of  gonds,  or  the  supply  and  the  demand  of  money. 
They  arc  equivalent  expressions. 

We  shall  proceed  to  illustrate  this  proposition  more  fully.  And  in  doing 
this,  the  reader  will  remark  a  great  difference  between  the  class  of 
questions  which  now  occupy  us,  and  those  which  we  previously  had  under 
tliscnssion  respecting  V'aUies.  In  considering  ValuCj  we  i\ete  only  con- 
cerned with  causes  which  acted  upon  particular  commodities,  apart  from 
the  rest.  Ciuscs  which  affect  all  commodities  alike  do  not  act  upon 
values.  But  in  considering  the  relation  between  goods  and  money,  it  is 
with  the  causes  that  operate  upon  all  goods  whatever,  that  we  arc 
csnecially  concerned.  We  are  comparing  goods  of  all  sorts  on  one 
side,  with  money  oa  the  other  side,  as  things  to  be  exchanged  against 
each  other. 

Suppose,  everything  else  being  the  same,  that  (here  is  an  increase  of 
the  quantity  of  money,  say  by  the  arrival  of  a  foreigner  in  a  place,  with  a 
treasure  of  gold  and  silver.  When  he  commences  expending  it  (for  this 
question  it  matters  not  whether  productively  or  unproductively),  he  adds 
to  the  supply  of  money,  and  by  ihe  same  act,  to  the  demand  for  goods. 
Doubdess  he  adds,  in  the  first  instance,  to  the  demand  only  for  certain 
kinds  of  goods,  namely  those  which  he  selects  for  purchase  ;  he  will 
immediately  raise  the  price  of  those,  and  so  far  as  he  is  individually  con- 
cerned, of  those  only.  If  lie  spends  his  funds  in  giving  entertainments, 
he  will  raise  the  prices  of  food  and  wine.  If  he  e.\pends  them  in 
establishing  a  manufactory,  he  will  raise  the  prices  of  labour  and  materials. 
But  at  the  higher  prices,  more  money  will  pass  into  the  hands  of  the 
sellers  of  these  different  articles  ;  and  they,  whether  labourers  or  dealers, 
having  more  money  to  lay  out,  will  create  an  increased  demand  for  all 
the  things  which  ihey  are  accustomed  to  purchase  :  these  accordingly 
will  rise  in  price,  and  so  on  until  ihe  rise  has  reached  everything.  I  say 
everything,  although  it  is  of  course  possible  that  the  ioflux  of  money 
might  lake  place  through  the  tneditim  of  seme  new  class  of  consumers,  or 
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a  similar  kind.  If  all  his  competitors  liad  the  scime  advantages,  and  used 
the  in,  the  benefit  would  be  transferred  to  their  customers,  through  Ihc 
diminished  value  of  ths  article  :  he  only  retains  it  for  himself  because  lie 
is  able  to  bring  his  commodity  to  market  at  a  lower  cost,  while  its  value 
is  determined  by  a  higher.  All  advantages,  in  fart,  which  one  competitor 
has  over  another,  whether  natural  or  acquired,  whether  personal  or  the 
result  of  social  ana ngeiiie tits,  bring  the  comniodity,  so  far,  into  our  Third 
Class,  and  assimilate  the  possessor  of  the  adv.intage  to  a  receiver  of  rent. 
Wages  and  profits  represent  the  universal  eleinents  in  production,  while 
rem  may  be  taken  lo  represent  the  differential  and  peculiar :  any  difier- 
cnce  in  favour  of  certain  producers,  or  in  favour  of  production  in  certain 
circumstances,  being  the  source  of  a  gain,  which,  although  not  called 
rent  luiless  paid  periodically  by  one  person  (o  another,  is  governed  by 
laws  entirely  the  same  with  it.  The  price  paid  for  a  diireretui.il  advan- 
tage in  producine"  »  coinmodit>',  cannot  enter  into  the  general  cost  of 
pniduction  of  the  commodity. 

A  coinniodity  may,  no  doubt,  in  some  contingencies  yield  a  rent  even 
under  the  most  disadvantageous  circumstances  of  its  production  ;  but  only 
when  it  is,  for  the  time,  in  the  condition  of  those  commodities  which  are 
absolutely  limited  in  supply,  and  is  therefore  selling;  at  a  scarcity  v.-ihie  ; 
which  never  is,  nor  has  been,  nor  can  be,  a  permanent  condition  of  any 
of  the  ^reat  rent-yielding:  commodities  :  unless  through  their  approaching 
exhaustion,  if  they  are  mineral  products,  (coal,  for  example.)  or  through 
an  increase  of  population,  continuing  after  a  further  increase  of  produc- 
tion becomes  impossible  ;  a  contiii^'ency,  .which  the  almost  inevitable 
KrogTcss  of  human  culture  and  improvement  in  the  long  inter\'a)  which 
as  first  to  elapse,  forbids  us  to  consider  as  probable. 
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§  I.  We  have  now  attained  a  favourable  point  for  looking  back,  and 
taking  a  siinultarwous  view  of  the  space  which  we  have  traversed  since 
the  commencentent  of  the  present  liook.  The  followirjj  arc  the  prin- 
ciples of  the  theory  of  Value,  so  far  as  wc  have  yet  ascertained  them. 

I.  Value  is  a  relative  term.  The  vahic  of  a  thing  means  the  quantity 
of  some  oUier  thing,  or  of  things  in  general,  which  it  exchanges  for.  The 
values  of  all  things  can  ne\'er,  therefore,  rise  or  fall  simultaneously.  There 
is  no  such  thing  as  a  general  rise  or  a  general  fall  of  vahie-s.  Every  rise 
of  value  supposes  a  fall,  and  ever>'  fall  a  rise. 

n.  The  temporai7,  or  market  value  of  a  thing,  depends  on  the  demand 
and  supply;  rising  as  the  demand  rises,  and  (liliiog  as  the  supply  vises. 
The  demand,  however,  varies  with  the  value,  being  yenerally  greater 
when  the  thing  is  cheap  than  when  it  is  dear ;  and  the  value  always 
adjusts  itself  in  such  a  manner,  that  the  demand  is  ecjual  to  the  supply. 

III.  Besides  their  temporary*  value,  things  have  also  a  permancnU  or 
as  it  may  be  called,  a  I^aturat  Value,  to  which  the  market  value,  after 
every  variation,  always  tends  to  return  ;  and  the  oscillations  compensate 
Jbrone  another,  so  that,  on  the  average,  commodities  exchange  at  abotit 
'  'ir  natural  vahic. 
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IV.  TTie  natural  value  of  some  things  is  a  scarcity  value :  hut  most 
tilings  natiinilly  eKclianfje  for  one  another  in  the  raiio  of  their  cost  of 
production,  or  at  what  may  be  termed  their  Cost  Value. 

V.  The  things  whicli  arc  naturally  tind  i>ermaiieiilly  at  a  scarcity  value, 
are  tliose  of  which  the  supply  cannnt  be  increased  »t  all,  or  not  suffi- 
ciently to  satisfy  the  whole  of  the  demanti  which  would  exist  for  ihetn  at 
their  cost  vahie. 

VI.  A  monopoly  value  means  a  scarcity  value.  Monopoly  caiiuot  give 
a  value  to  anything",  except  through  a  limitation  of  the  supply. 

VII.  Every  commodity  of  which  the  supply  can  be  mdetinitely  in- 
creased by  labour  and  capital,  exchanges  for  oiher  things  proportionally 
(o  the  cost  necessary  for  producing  and  bringing  to  market  the  most 
costly  portion  of  the  supply  required.  The  natural  value  is  synonymous 
with  the  Cost  Vahie^  and  the  cost  value  of  a  thing,  means  the  cost  value 
of  the  most  costly  portion  of  it. 

VIII.  Cost  of  Pruduciion  consists  of  several  elements,  some  of  which 
ore  constant  and  universid,  oiliers  occasional.  The  universal  elements  of 
cost  of  production  are,  the  wag'cs  of  the  labour,  and  the  profits  of  the 
capital  The  occasional  elements  are,  taxes,  and  any  extra  cost  occasioned 
by  a  scarcity  vahie  of  some  of  the  requisites. 

IX.  Rent  is  not  an  element  in  the  cost  of  production  of  the  commodity 
which  >-ield3  it;  except  in  the  cases  (rather  conceivable  than  actually 
exisung)  In  which  it  results  from,  and  represents,  a  scatcliy  value.  Rut 
when  land  capable  of  yielding  rent  in  agriculture  is  applied  to  some 
other  purpose,  the  rent  which  it  would  have  yielded  is  an  element  in  the 
cost  of  production  of  the  commodity  which  it  is  employed  to  produce. 

X.  Omitting  the  occasiunai  elements,  things  which  admit  of  indefinite 
increase,  naturally  and  permanently  exchange  for  each  other  according 
to  the  comparative  amount  of  wages  which  must  be  paid  for  producing 
ihem,  and  the  comparative  amount  of  profits  which  must  be  obtained  by 
the  capitalists  who  pay  those  wages. 

XI.  The  comparaiive  amount  of  wages  does  not  depend  on  what  wages 
arc  in  themselves.  High  wages  do  not  make  high  values,  nor  low  wages 
low  values.     The  comparative  amount  of  wages  depends  partly  on  the 

omparative  quantities  of  labour  required,  and  jartly  on  the  comparative 
■tales  of  its  remuneration. 

XII.  So,  the  comparative  rale  of  profits  does  not  depend  on  what 
profits  are  in  themselves  ;  nor  do  high  or  low  profits  make  high  or  low 
values.  It  depends  partly  on  the  comparative  lengths  of  time  during 
which  the  capital  is  employed,  and  partly  on  the  comparative  rale  gf 
profits  in  ditferenl  employments. 

[  XIII.  If  two  things  are  made  by  the  same  quantity  of  labour,  and  that 
labour  paid  at  the  same  rate,  and  if  the  wages  of  the  labourer  have  to  be 
advanced  for  the  same  space  of  time,  and  Uie  nature  of  the  cmploymcnl 
does  not  require  that  there  be  a  permanent  dilTerence  in  tlicir  rate  of 
Tofit ;  then,  whether  wages  and  profits  be  high  or  low,  ajid  whether  the 
iianiity  of  labour  expended  be  much  or  little,  these  two  things  will,  on 
the  average,  exchange  for  one  smother. 

XIV.  If  one  of  two  things  commands,  on  the  average,  a  greater  value 
than  the  other,  the  cause  must  be  that  it  requii-es  for  its  production 
either  Ji  greater  quantity  of  labour,  or  a  kind  of  labour  pennanently  paid 
at  a  higher  rale  ;  or  that  the  capital,  or  part  of  the  capital,  which  supports 
tliat  labtjur,  must  be  advanced  for  a  longer  period  ;  or,  lastly,  thai  the 


i 


^ 


» 


more  than  one  purcliasc  in  a  year ;  but  if  this  arises  from  the  small 
number  of  transactions— from  the  small  amount  of  business  done,  the 
want  of  activity  in  traffic,  or  because  what  trafnc  there  is,  mostly  takes 
place  by  barter— it  constitutes  no  leason  why  prices  should  be  lower,  or 
the  value  of  mone>-  higher.  The  essential  point  is,  not  bo»-  often 
the  same  money  changes  hand:>  in  a  ^ivcn  time,  but  hon-  often  tt 
changes  hanils  m  order  to  perform  a  g^lven  amount  of  traffic-  We 
must  compare  the  numl)er  of  purchasM  made  by  the  money  in  a 
fCiven  time,  not  with  the  time  itself,  but  with  the  goods  sold  in  that  same 
time.  If  each  piece  of  money  changes  handa  on  an  average  ten  times 
while  goodi  are  sold  to  the  value  of  a  million  stcrtinjj,  it  is  evident  iJiat 
the  money  rc<juired  to  circulate  those  goods  is  ioo,ooiV.  And  conversely, 
if  the  money  m  circulation  is  100,000/'.,  and  each  picte  changes  hands  by 
the  purchase  of  goods  ten  times  in  a  month,  the  sales  of  goods  for  money 
which  take  place  every  month  must  amount  on  the  average  to  1,000,000/. 

R'ipidity  of  circulation  bein^  a  phrase  so  ill  adapted  to  express  the 
only  thing  which  it  is  of  any  importance  to  express  by  it,  and  having  a 
tendency  to  confuse  the  subject  by  suggesting  a  meaning  extremely 
different  from  the  one  intended,  it  would  be  a  good  thing  if  the  phrase 
could  be  got  rid  of,  and  another  substituted,  more  directly  signilicant  of 
the  idea  meant  to  be  conveyed.  Some  ?!uch  expression  as  '  the  efficiency 
of  money,'  though  not  tinexcept  ion  able,  would  do  better ;  as  it  wotild 
point  attention  to  the  quaniitj'  of  work  done,  without  suggesting  the  idea 
of  estimating  it  by  time.  Until  an  appropriate  temi  can  be  devised,  we 
must  be  content  to  express  the  idea  by  the  circumlocution  which  alone 
conveys  it  adequately,  namely,  the  average  number  of  purchases  made  by 
e:tch  piece  in  order  to  elTecl  a  given  pecuniary  anioimt  of  transnctions. 

§  4.  The  proposition  which  we  have  laid  down  res|jccling  the  dependence 
of  general  prices  upon  the  quantity  of  money  in  circulation,  must  for  the 
present  be  understood  asnpplying  only  to  a  state  of  things  in  which  money, 
thai  is,  gold  or  silver,  is  the  exclusive  instrument  of  exchange,  and  actually 
passes  from  hand  to  hand  at  cver>'  purchase,  credit  in  any  nf  its  shapes 
Demg  unknonm.  \Vhen  credit  comes  into  play  as  a  means  of  purchasing, 
distinct  from  money  in  hand,  we  shall  hereafter  5nd  that  the  connexion 
between  prices  and  the  amount  of  the  circulating  medium  is  much  less 
direct  and  intimate,  and  tint  such  connexion  as  docs  exist  no  longer 
admits  of  so  simple  a  mode  of  expression.  But  on  a  subject  so  full  of 
complexity  as  that  of  currency  and  prices,  it  is  necessary  to  lay  the 
foundation  of  our  theory  in  a  thorough  understanding  of  the  most  simple 
cases,  which  we  shall  always  find  lymg  as  a  groundwork  or  substratum 
under  those  which  arise  in  j>raaicc.  That  an  increase  of  the  quantity  of 
money  raises  prices,  and  a  diminution  lowers  them,  is  the  mo.!;!  elementary 
proposition  in  the  theory  of  currency,  and  without  it  we  should  have  no 
Key  to  any  of  the  others.  In  any  stale  of  things,  however,  except  the 
simple  and  primitive  one  which  wc  have  supposed,  the  proposition  is  only 
true  other  things  being  the  same  :  and  what  ihoM:  other  things  arc,  which 
must  be  the  same,  we  are  not  yet  ready  to  pronnnnce.  We  can,  however, 
point  out,  even  now,  one  or  two  of  the  cautions  with  which  the  principle 
mLSt  be  guarded  in  attempting  to  make  use  of  it  for  the  practical  explana- 
tion of  phenomena :  cautions  the  more  indispensable,  as  the  doctrine, 
though  a  scientific  trtith,  has  of  late  years  been  the  foundation  of  a  greater 
mass  of  false  theorj*,  and  erroneous  mtcrprclation  of  facts,  than  any  other 
y>roposition  relating  to  interchange.    From  the  time  of  the  resumption  of 


cash  payments  by  the  Acl  of  1819,  and  especially  since  the  cor.inicrcia] 
Crisis  of  1825,  the  favourite  eJt  pl.t  11  at  ion  of  every  rise  or  fall  of  prices  has 
been  'the  currency;'  and  like  most  popular  ilieoiies,  the  doctrine  has 
been  applied  with  little  regard  to  the  conditions  necessary  for  making  it 
correct. 

For  example,  it  is  habitually  assumed  that  whenever  there  is  &  greater 
amount  of  money  in  the  country,  or  in  existence,  a  rise  of  prices  must 
necessarily  fullow,  But  diis  is  by  no  means  an  inevitable  consequence. 
In  iio  ctimmndlty  is  it  the  quantity  in  existence,  but  the  quantity  offered 
for  sate,  that  determines  the  value.  Whatever  may  be  the  qujmlity  of 
money  in  the  country,  only  lh.at  part  of  it  will  affect  prices,  which  goes 
into  the  market  for  commodities,  and  is  there  actually  exchanged  against 
Suods.  Whatever  increases  the  amount  of  this  portion  of  the  money  \a 
tlie  country,  certainly  tends  to  raise  prices.  But  money  hoarded  does  not 
act  on  prices.  Money  kepi  in  reserve  by  individuals  to  meet  con  tinge  nciigs 
which  do  not  occur,  does  not  act  on  prices.  The  money  in  the  cofi'ers  of 
the  Bank,  or  retained  as  a  reserve  by  private  bankers,  does  not  act  on 
prices  until  draivn  out,  nor  even  then  unless  drawn  out  to  be  expended  in 
commodities. 

It  frequently  happens  that  money,  to  a  considerable  amount,  is  brought 
into  the  country,  is  there  actually  employed  as  capital,  and  again  flows 
out,  without  having  ever  once  acted  upon  the  markets  of  commodities, 
but  only  upon  the  market  of  securities,  or,  as  it  is  commonly  though 
improperly  calledj  the  money  market.  Let  us  return  to  the  case  alrcidy 
put  for  illustration,  that  of  a  foreigner  landing  in  the  country  with  a 
treasure.  We  supposed  him  to  employ  his  treasure  in  the  purchase  of 
poods  foi  his  own  use,  or  in  setting  up  a  manufactory  and  employing 
labourers ;  and  in  either  case  he  would,  catens  faribus^  raise  prices. 
But  instead  of  doing  either  of  these  things,  he  might  very  probably  prefer 
to  invest  his  fortune  at  interest ;  which  we  shall  suppose  him  to  do  in  the 
most  obvious  way,  by  becoming  a  competitor  for  a  portion  of  the  stock, 
exchequer  bills,  railway  debentures,  mercantile  bills,  mortgages,  etc, 
which  are  at  all  tijnes  in  the  hands  of  the  public  Ily  doing  this  he 
would  raise  the  prices  of  those  different  securities,  or  in  other  words 
would  lower  the  rate  of  interest :  and  since  this  would  disturb  the  rclalioa 
previously  existing  between  the  rate  of  interest  on  capital  in  the  country 
Itself,  and  th.it  in  foreig"n  countries,  it  would  probably  Induce  some  of 
those  who  had  floating  capital  seeking  employment,  to  send  it  abroad  for 
forcigTi  investment,  rather  than  buy  secuniies  at  home  at  the  advance  of 
price.  As  much  money  might  thus  go  out  as  had  previously  come  in, 
while  the  prices  of  commodities  would  have  shown  no  trace  of  its 
temporary  presence.  This  is  a  case  highly  deserving  of  attention  :  and 
it  is  a  fact  now  beginning  to  be  recognised,  Lliat  the  passage  of  the 
precious  metals  from  country  to  country  is  determined  much  more  than 
w-^ij  formerly  supposed,  by  the  state  of  the  loan  markst  in  different 
countries,  and  much  less  by  the  state  of  prices. 

Another  point  must  be  adverted  to,  in  order  to  avoid  serious  error  in 
the  inter])  relation  of  mercantile  phenomena.  If  there  be,  at  any  lime,  an 
increase  in  the  number  ol  money  transactions,  a  thing  continually  liable 
to  happen  from  differences  in  the  activity  of  speculation,  and  even  in  the 
lime  of  year  (since  cert.tin  kinds  of  business  are  transacted  only  at  par- 
ticular seasons)  ;  an  increase  of  the  currency  which  is  only  proportional 
to  this  increase  of  transactions,  and  is  of  no  longer  duration,  has  no  ten- 
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ilcncy  lo  raise  prices.  At  llie  quarterly  periods  when  the  public  dividends 
are  paid  at  the  liank,  a  sudden  incicisc  takes  place  of  the  money  In  the 
hands  of  the  public  ;  an  increase  estimaied  at  from  a  fifth  to  two-fifths  of 
the  whole  issues  of  the  Bank  of  England.  Vet  this  never  has  any  cficct 
on  prices  ;  and  in  a  very  few  weeks,  the  currency  has  again  shrunk  into 
its  usual  dimensions,  by  a  mere  reduction  in  the  demands  of  the  public 
(after  so  copious  a  supply  of  ready  money)  for  accommodation  from  the 
Bank  in  the  way  of  discount  or  loan.  In  like  manner  the  currency  of 
the  agrlcullural  districts  fluctuates  in  amount  at  difierent  seasons  of  the 
year.  It  is  always  lowest  in  August :  *  it  rises  generally  towards  Christ* 
maSy  and  obLnins  its  greatest  elevation  about  Lady-day,  when  the  farmer 
commonly  lays  in  his  stock,  and  has  to  pay  his  rent  and  summer  taxes,' 
and  when  he  therefore  makes  his  principal  applications  to  rouniry 
liankcrs  for  loans.  'Tliose  variations  occur  with  the  same  regularity  as 
the  season,  and  with  just  as  little  disturbance  of  the  markets  as  the 
quarterly  flnctualions  of  the  notes  of  the  Hank  of  Kngland.  As  soon  as 
the  extra  payments  have  been  completed,  the  superfluous '  currency, 
which  is  estimated  at  half  a  million, 'as  certainly  and  immediately  ts 
reabsorbed  and  disappears."* 

If  extra  currency  were  not  forthcoming  to  make  these  extra  payments, 
one  of  three  things  must  happen,  Either  the  payments  must  be  made 
without  money,  by  a  resort  to  some  of  those  contrivances  by  which  its  use 
is  dispensed  with  ;  or  there  must  be  an  increase  in  the  rapidity  of  circu- 
lation, the  same  sum  of  money  being  made  to  perform  more  payments  ; 
or  if  neither  of  these  tilings  took  place,  money  to  make  the  extra  pay- 
ntems  must  Ijc  withdrawn  from  the  market  for  commodities,  and  prices, 
consequently,  must  fall.  An  increase  of  the  circulating  medium,  con- 
formable iti  c\tent  aud  duration  to  the  temporary  stress  of  business,  does 
not  raise  prices,  but  merely  prevents  this  fall. 

The  sequel  of  our  investigation  will  point  out  many  other  explanations 
and  qualihcation5  with  which  the  proposition  must  be  rcceivea,  that  the 
value  of  the  circulating  medium  depends  on  the  dcmaud  and  supply,  and 
is  in  the  inverse  ratio  of  ihe  quantity. 


CHAPTER    IX. 
OP  THK  VALUE  OF  WONEV,  AS  DEPENDENT  ON   CO.ST  OF  PRODUCTION. 

§  I.  But  money,  no  more  than  commodities  in  general,  has  its  value 
definitivxiy  detennined  by  demand  aud  supply.  The  ultimate  regulator  of 
its  value  is  Cost  of  Production. 

We  are  supposing,  of  course,  that  things  are  left  to  themselves.  Govern- 
ments have  not  always  left  things  to  themselves.  They  have  undertaken 
to  prevent  the  quantity  of  money  from  adjusting  itself  according  to 
spontaneous  laws,  and  have  endeavoured  to  regulate  it  at  their  pleasure  ; 
generally  with  a  view  of  keeping  a  greater  quantity  of  money  in  the 
country,  than  would  otherwise  have  remained  there.  It  was,  until  lately, 
the  policy  of  .ill  governnienis  lo  interdict  the  exportation  and  the  melting 

•  FuUarlon  on  the  Kfiulatien  vf  CHrnncitt,  snl  etlit.  pp.  87-9. 
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of  money ;  while,  by  encouraging  the  exportation  and  impeding  the 
importation  of  other  things,  they  endeavoured  to  hnve  a  stream  of  money 
constantly  flowing  in.  by  this  course  ihey  gratified  two  prejudices  ;  they 
drew,  or  thought  that  ihey  drew,  iiioix-  money  into  the  country,  which  ihey 
believed  to  be  tantamount  to  more  wealth  :  and  ihcy  gave,  or  thuuyht 
that  Ihey  gave,  to  all  producers  and  dealers,  high  prices,  whidi, 
ihoiig-h  no  real  advantage,  people  are  always  inclined  to  suppose  lo 
bf  one. 

In  this  attempt  to  reg^ulate  the  value  of  nnoney  artificially  by  means  of 

I  the  &iipply,  governments  have  never  succeeded  in  the  dc^ee,  or  even  in 

;the  manner,  which  ihey  intended.     Their  prohibitions  ayainsl  exporting 

or  mellin^   the  coin  have  never  been   etTectiial,     A  commodity   uf  such 

|gmall  bulk  in  proportion  to  its  value  is  so  easily  smtiygled,  and  still  ri>0]« 

easily  melted,  that  it  has  been  impossible  by  the  most  stringent  measures 

to  prevent  these  operations,     All  the  risk  which  it  was  in  the  power  of 

govemnienls    to   attach  to  them,  was  outweighed  by  a  verj-  moderate 

[profit.*     In  the  more  indirect  mode  of  aiming  at  the  same  purpose,  by 

tthrowirg  difficulties  in  the  way  of  nmkiiig  the  returns  for  exported  jioods 

I  in  any  other  commodity  than  money,  they  have  not  been  quite  so  uiisuc- 

I  ccssful.     They  have  not,  indeed,  succeeded  in  making  money  flow  con- 

ItJnuously  into  the  countr>' ;  but  they  liave  to  a  ccnain  extent  been  able 

Ho  keep  it  at  a  higher  than  its  natural  level ;  and  have,  thus  far,  removed 

fthe  value  of  money  from  exclusive  dependence  on  the  causes  whidi  fix 

klhe  values  of  things  not  artificially  interfered  willi. 

We  are  however  to  suppose  a  state,  not  of  artificial  regulation,  but  of 

freedom.     In  that  state,  and  assuming  no  charge  to  be  made  for  coinage, 

the  value  of  money  will  confonn  to  Ihe  value  of  the  bullion  of  which  it  is 

made.     A  pound  weight  of  gold  or  silver  m  coin,  and  the  same  weiuht  tn 

an  ingot,  will  precisely  exchange  for  one  another.    On  the  supposition  of 

freedom,  the  metal  cannot  be  worth  more  in  tire  stale  of  bullion  than  of 

soin  ;  for  as  it  can  be  melted  without  any  loss  of  time,  and  with  hardly 

tiny  expense,  this  wculd  of  course  be  done  until  the  quantity  in  circula- 

jtion  was  so  mucii  diminished  as  to  equalize  itsj  value  with  that  of  the  same 

weight  in  bullion.     It  may  be  thought  however  that  the  coir,  thoujjh  it 

[■cannot  be  of  less,  may  be,  and  being  a  manufactured  article  will  naturaHy 

[fbc,  of  greater  value  than  the  bullion  contained  in  it,  on  the  same  principle 

3n  which  linen  cloth  is  of  more  value  than  an  equal  weight  of  linen  yam. 

"This  would  be  true,  were  it  not  that  Govcrnnrent,  in  iliis  country  and  in 

some  others,  coins  money  gratis  for  any  one  who  furnishes  the  metat. 

■]*he  labour  and  expense  of  coinage,  when  not  charged  to  the  possessor, 

do  not  raise  the  value  of  the  article.     If  Government  opened  .an  ofFicc 

where,  on  delivery  of  a  given  weight  of  yarn,  it  returned  the  same  weight 

of  cloth  to  any  one  who  asked  for  it,  cloth  would  be  wortli  no  more  in  the 

market  than  the  yarn  it  contained.     As  soon  as  coin  is  worth  a  fraction 

more  than  the  value  of  the  bullion,  it  becomes  the  interest  of  the  holders 

of  bullion  to  send  it  to  be  coined.     If  Government,  however,  throws  Ihe 

.expcDse  of  coinage,  as  is  reasonable,  upon  tltc  holder,  by  making  a  charge 

*  The  effect  of  the  prohibition  cnnnot.  however,  have  been  so  entirely  insignia- 
cant  as  it  has  been  supposed  to  be  Liy  writers  on  the  siihjccl.  Tlte  ficls  adduceil  by 
Mr.  FullartoH,  in  the  note  to  page  7  nfhis  wark  on  tlie  Kogulation  oT  Currencies, 
show  that  it  required  a  grcnter  pcr-ccnlaRC  of  difference  in  value  between  coin  and 
btiliion  than  has  commnnly  been  imagined,  lo  bring  the  coin  to  the  iiiehii»g-pot< 
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to  cover  the  expense,  (which  is  done  by  giving  back  rather  less  in  coin 
than  has  been  received  tti  bullion,  and  is  called  Icv^nng  a  scigniorageX  the 
coin  will  rise,  to  the  extent  of  the  seigniorage,  above  the  value  of  the 
bullion.  If  the  mint  kept  kick  one  per  cent.,  to  pay  the  expense  of  coin- 
age, it  would  be  against  the  imeresi  of  tlie  holders  of  bullion  to  have  it 
coined,  until  the  coin  was  more  valuable  than  the  bullion  by  at  least  that 
fi-action.  The  coin,  therefore,  would  be  kept  one  per  cent,  higher  in 
value,  which  could  only  be  by  keeping  it  one  per  cent,  less  in  quantity 
than  If  its  coinage  were  gratuitous. 

The  Government  mi^^ht  attempt  to  obtain  a  profit  by  the  transaction, 
nnd  might  lay  on  a  seigniorage  calculated  for  that  purpose  ;  but  whatever 
they  took  for  coinage  beyond  its  exfienses,  would  be  so  much  profit  on 
private  coining.  Coinings  though  not  so  easy  an  operation  as  melting,  is 
far  from  a  difficult  one.  and,  when  the  coin  produced  is  of  full  weight  and 
standard  fineness,  is  very  difficult  to  detect.  If,  therefore,  a  prolit  could 
be  made  by  coiniT>.<{  good  money,  it  ivould  certainly  be  done  ;  and  the 
attempt  loinake  seigniorage  a  source  of  revenue  would  be  defeated.  Any 
attempt  to  keep  the  \'alue  of  the  coin  at  an  artificial  elevation,  not  by  a 
seigniorage,  but  by  refusing  to  coin,  would  be  frustrated  in  the  same 
manner.* 

§  2.  The  vakiR  of  money,  then,  conforms  permanently,  and,  in  a  state 
of  freedum,  almost  immediately,  to  the  value  of  the  metal  of  which  it  is 
matle  ;  with  the  addition,  or  not,  of  the  expenses  of  coinage,  according  as 
those  expenses  are  borne  by  the  individual  or  by  the  state.  This  simpli- 
fies extremely  the  <[uestion  whirh  we  have  here  to  consider :  since  gold 
and  silver  bullion  are  commodities  like  any  others,  and  their  value 
depends,  like  that  of  other  things,  on  their  cost  ofprnduclioii. 

Ti>  the  majority  of  civilized  countries,  gold  and  silver  are  foreign  pro- 
ducts :  and  the  circumstances  which  govern  the  values  of  foreign  products, 
present  some  questions  which  wc  are  not  yet  rea<ly  to  examine.  For  the 
present,  therefore,  we  must  suppose  the  country  which  is  the  subject  of 
Dur  inquiries,  to  be  supplied  with  gold  and  silver  by  its  own  mines,  re- 
seiving  for  future  consideration  how  far  our  conclusions  require  modifica- 
tion, lo  adapt  them  to  the  more  usual  case. 

Of  the  three  classes  into  which  commodities  are  divided — those 
nbsohitely  limited  in  supply,  those  which  may  be  had  in  unlimited  quantity 
at  a  given  cost  of  production,  and  those  which  may  be  had  in  unlimited 
qiT.-uiiity,  but  at  an  increiising  cost  of  production — the  precious  metals, 
beinj;  the  produce  of  mines,  belong  to  the  third  class.  Their  natural 
value,  therefore,  is  proportional  to  their  cost  of  production  in  the  most 
imfavoinable  evisting  circumstances,  th.ii  a  at  the  worst  mine  which  it  is 
necessary  to  work  in  order  to  obtain  the  required  supply.  A  pound 
n-cight  of  gold  will,  in  the  coiintry  of  the  mines,  exchange  on  tlie  average 
for  as  much  of  every  other  comnindity,  as  is  produced  at  a  cost  equal  to 

*  InKnglnntl,  allhoiigh  there  is  no  seigniorage  or  gold  coin  (the  Mint  returning 
in  coin  the  same  weight  of  pare  metal  which  it  receives  in  bullion)  there  is  a  delay 
of  a  few  weeks  after  llie  biitlicm  is  ilepo^ited,  before  the  culr  can  be  ohtairwd, 
occaroning  a  loss  of  intcrcsl,  which,  to  the  holder,  is  c^uivnlenl  to  a  trifllug 
Mignioragc.  Fiom  this  cause,  the  value  of  coin  is  in  general  slightly  aliove 
thai  of  the  buHion  it  contains.  An  oynte  of  goltl,  accoriiing  to  the  quantity  of 
metal  in  a  sovereign,  should  be  worth  £2  '7^  lo^d.  :  but  it  was  u-^ually  ciuoted  ai 
;^j  l^t.  6d.,  until  the  Bank  Chaitirr  Act  of  1841  mnde  it  imperative  on  the  Bank 
to  give  its  notes  for  skil  bullion  offered  to  it  at  the  rate  of/3  17s.  9d. 


Mis  Own  ;  meaning  by  its  own  atsE,  the  cost  of  producing  it  at  the  worst 

mines  which  the  existing-  demand  makes  it  necessary  to  work.     The 

aver.ige  vahie  of  jjold  is  made  to  canform  to  its  natural  value  in  the  same 

manner  as  the  values  ofalber  things  arc  made  to  conform  to  their  natural 

t  value.     Suppose  that  it  ware  selling  above  its  natural  value  ;  that  is,  above 

jlhe  value  ivliich  is  an  etjuivalent   for  the  labour  and  expense  of  mining, 

(and  for  the  risks  alteiidiitg  a  branch  of  indiistr>-  in  \ili'ich  nine  out  of  (en 

[experimeius  are  failures.    A  pan  of  the  mass  of  floaiin^  capital  which  is 

an  the  look-out  for  investment^  would  take  the  direction  of  mining  enter* 

Iprise  ;  the  supply  would  thus  be  increased,  and  the  value  would  fall.    If, 

|Cn  the  ccritraiy,  it  were  scllinf;  below  its  natural  value,  miners  would  not 

5e  obtaining  the  ordinaiy  profit  ;  they  would  slacken  their  works  ;  if  the 

iepreciatioii  was  great,  some  of  ibe  inferior  mines  would  perhaps  stop 

Vorldng  altog-eihei- :  and  a  falling  ofC  in  the  annual  supply,  preventing 

iflie  annual  wear  and  tear  from  being  completely  compensated,  would  by 

le^rrees  reduce  the  quantity,  and  restore  the  value. 

When  examined  more  closely,  the  following  are  the  details  of  the 
process.  If  t;Qld  is  above  its  natural  or  cost  value — the  coin,  as  we  have 
seen,  confonning  in  its  value  to  the  bullion^nioney  wilt  be  of  high  value, 
and  the  prices  of  all  things,  labour  included,  will  be  low,  These  low 
prices  will  lower  the  expenses  of  all  producers  :  but  as  their  returns  will 
also  be  lowered,  no  advantage  will  be  obtained  by  any  producer,  except 
the  producer  of  gold  ;  whose  returns  from  his  mine,  not  depending  on 
price,  will  be  the  same  as  before,  and  bis  expenses  being  less,  he  will 
obtain  extra  profits,  and  will  be  stimulated  to  increase  his  productiun. 
E  CGiwu'so  if  the  metal  is  below  its  natural  value  ;  since  ihis  is  as  mucli 
as  to  say  that  prices  are  high,  and  the  money  expenses  of  all  producers 
unusually  great :  for  this,  however,  all  oilier  producers  will  be  compensated 
by  increased  money  i-etums  :  the  miner  alone  will  extract  from  his  mine 
no  more  metal  than  before,  while  his  expenses  wdl  be  greater  :  his  profits 
Iherefore  being  diminished  or  annihilated,  he  will  diminish  his  production, 
if  not  abandon  his  employment. 

Ill  this  manner  it  is  that  the  value  of  money  is  made  to  conform  to  the 
cost  of  production  of  the  metal  of  which  it  is  made.  It  may  be  well,  how- 
ever^  to  repeat  (what  has  been  said  before)  tliat  the  adjustment  takes  a 
long  time  to  cfTcct,  in  the  case  of  a  commodity  so  generally  desired  and 
at  the  same  time  so  durable  as  the  precious  metals.  Being  so  largely 
used  not  only  as  money  but  for  plate  and  ornament,  there  is  at  all  times  a 
very  large  quantity  of  these  metals  in  existence  :  while  they  are  so  slowly 
woni  out,  that  a  comparatively  small  annual  production  is  sufficient  to 
keep  up  the  supply,  and  to  make  any  addition  to  it  which  may  be  required 
by  the  increase  of  goods  to  be  circulated,  or  by  the  increased  demand  for 
gold  and  silver  articles  by  wealthy  consLmcrs.  Kvcn  if  this  small  annual 
supply  were  stopped  entirety  (vihich  it  never  la,  the  richer  mines  continuing 
tu  be  worked,  though  at  some  diminution  of  rent)  it  would  require  many 
years  to  reduce  the  quantity  so  much  as  to  make  any  very  material 
difl'crence  in  prices.  The  quantity  may  be  increased,  much  more  rapidly 
than  it  can  be  diminished  ;  but  tire  increase  must  be  ver)-  great  before  it 
can  make  itself  much  felt  over  such  a  mass  of  the  precious  metals  as 
exists  in  the  whole  commercial  world.  And  hence  the  effects  of  all 
changes  in  the  conditions  of  production  of  the  precious  metals  are  at  first, 
and  continue  to  be  fur  many  years,  cjucslions  of  quantity  only,  with  little 
luction. 
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§  3.  Since^  however,  the  value  of  money  really  conforms,  like  that  of 
other  things,  alUiough  more  slowly,  10  its  cost  of  production,  some  political 
economists  luvc  objected  aliogeiher  10  the  statement  that  the  value  of 
money  depends  on  its  quantity  combined  with  Uie  rapidity  of  circulation  ; 
which,  they  think,  is  assuming  a  law  far  money  that  dues  not  exist  for  any 
other  commodity,  when  the  truth  is  that  it  is  govenied  by  the  very  same 
laws.  To  this  we  may  answer,  in  the  first  place,  that  the  statement  in 
question  assumes  no  peculiar  law.  It  is  simply  the  law  of  demand  and 
supply,  which  is  acknowledged  to  be  applicable  to  all  commodities,  and 
which,  in  the  case  of  money  as  of  most  other  tilings,  is  controlled,  but  not 
set  aside,  by  the  law  of  cost  of  production,  since  cost  of  production  would 
have  no  eflect  on  value  if  it  could  have  none  on  supply.  But,  secondly, 
iherc  really  is,  in  one  respect,  a  closer  connexion  between  the  value  of 
money  and  its  quantity,  than  between  the  values  of  other  things  and  their 
qtiannty.  The  value  of  other  things  conforms  to  the  changes  in  the  cost 
of  production,  without  requiring,  as  a  condition,  that  there  should  be  any 
actual  altcrdtion  of  the  supply  :  tlie  potential  ultcratlon  is  sufficient  ;  and 
if  there  even  be  an  actual  aheration,  it  is  but  a  temporary  one,  except  in 
so  far  as  the  altered  value  may  make  a  dilTerence  in  the  demand,  and  so 
require  an  increase  or  diininuiion  of  supply,  as  a  consequence,  not  a  cause, 
of  the  alteration  in  value.  Now  this  is  also  true  of  gold  and  silver,  con- 
sidered as  articles  of  expenditure  for  ornament  and  luxury  ;  but  it  is  not 
true  of  money.  If  the  cost  of  pruduction  of  gold  were  reduced  one-fourth, 
by  the  discovery  of  more  fertile  mines,  it  might  happen  that  there  would 
not  be  more  of  it  bought  for  plate,  gilding,  or  jewellery,  than  before  ;  and 
if  so,  though  the  value  would  fall,  the  quantity  extracted  from  the  mines 
for  these  purposes  would  be  no  greater  than  previously.  Nat  so  with  the 
portion  used  as  money  :  that  portion  could  not  fa,ll  in  value  one-fourth, 
unle.?3  actually  increased  oHc-fourth  ;  for,  at  prices  one-fourth  higher,  one- 
fourth  more  money  would  be  required  to  make  the  accustomed  purchases  ; 
and  if  this  were  not  fortbcoming,  some  of  the  commodities  would  be  with- 
out purchasers,  and  prices  could  not  be  kept  up.  Alterations,  therefore,  ill 
the  cost  of  production  of  the  precious  metals,  do  not  act  u|ion  the  value  of 
money  except  just  in  proportion  as  they  increase  or  diminish  lis  quantity  ; 
which  cannot  be  said  of  any  other  commodity.  It  would,  therefore,  I 
conceive,  be  an  error,  both  acientilically  and  practically,  to  discard  the 
proposition  which  asserts  a.  connexion  between  the  value  of  money  and  its 
quantity. 

It  is  evident,  however,  that  the  co.st  of  production,  in  the  long  run, 
regulates  the  quantity  ;  and  that  every  country  (temporary  fluctuations 
excepted)  will  possess,  and  have  in  circulation,  just  that  quantity  of  money^ 
which  will  perform  all  the  exchanges  required  of  it,  consistently  with 
maintaining  a  value  conformable  to  its  cost  of  production.  The  prices  of 
things  will,  on  the  average,  be  such  that  money  will  exchange  for  its  own 
cost  in  all  other  goods:  and,  precisely  because  the  quantity  cannot  be 
prevcHlcd  from  affecting  the  value,  the  quantity  itself  will  {by  a  sort  of 
self-acting  machinery)  be  kept  at  the  amount  consistent  with  that  standard 
of  prices— at  the  amount  necessary  for  performing,  at  those  prices,  all  the 
business  required  of  it. 

'  The  quantity  wanted  will  depend  partly  on  the  cost  of  producing  gold, 

and  partly  on  the  rapidity  of  its  circulation.    The  rapidity  of  ci.culation 

being  given,  it  would  depend  on  the  cost  of  production  :  and  the  cost  of 

production  bcin^  i'iven,  the  quantity  of  money  would  depend  on  the 
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rapitlil/  of  t'.s  circulation.'*    After  what  lias  been  already  said,  I  hopeilmt 
DCitlier  of  these  propositions  stands  in  need  of  any  further  illustration. 

Money,  then^ like  conimodilies  in  genprat,  having  a  viUiie  dependent  on, 
ard  propOTtion.-il  to,  its  cost  of  production  ;  the  theory  of  money  isjhy  the 
admission  of  this  principle,  stripped  of  a  great  part  of  the  myster>-  which 
apparently  surrounded  it.  \Vc  must  not  forget,  however,  that  this 
do<:trine  only  applies  to  the  places  in  which  the  precious  metals  are 
Rciually  produced  ;  and  thai  we  have  yet  to  enquire  whether  the  law  of 
the  dependence  of  value  on  cost  of  production  applies  to  the  exchange  of 
things  produced  at  distant  places.  Hut  however  this  maybe,  nur  praposi- 
lions  with  respect  to  value  will  require  no  other  alteration,  where  money 
is  an  imported  commodity^than  chat  of  substituting  for  the  cost  of  its  pro- 
duction, the  cost  of  obtaining  it  in  Ihe  country'.  Every  foreign  commodity 
is  bought  by  giving  for  it  some  domestic  production  ;  and  the  labour 
and  capita!  which  a  foreign  commodity  costs  to  us,  is  the  labour  and 
capital  expended  in  producing,'  the  quantity  of  our  own  goods  which  we 
give  in  exchange  for  it.  What  this  quantity  depends  upon, — what 
determines  the  proptirlions  of  interchange  between  the  productions  of  cne 
country  and  thor.e  of  another, — is  indeed  a  question  of  somewhat  greater 
complexity  tlian  those  we  have  hitherto  considen/d.  But  this  at  least  is 
indisputable,  that  within  the  counti-)'  Jtseif  the  value  of  imported  com- 
modities is  determined  by  the  vahie,  and  consetpu-nily  by  the  cost  of 
production,  of  the  equivalent  given  for  them  ;  and  money,  where  it  is  an 
tmportcd  commodity,  is  subject  to  the  same  law. 

^H^IP  CHAPTER  X. 

^^r  OF  A  DOUBtE  STANnVRP,   AND  SUnsiniARY  COINS. 

^^  §  t.  .^I.TIIOUCH  ihc  qualities  necessary  to  fit  any  commodity  for  being 
used  as  money  are  rarely  united  in  any  considerable  pci'fection,  there  are 
two  comniorfltles  which  possess  them  in  an  eminent,  and  nearly  an  C([ual 
degree  ;  the  two  precious  metals,  as  they  are  called  ;  gold  and  silver. 
Some  nations  have  accordingly  attempted  to  compose  their  circulating 
medium  of  these  two  metals  indiscriuiinatcly. 

There  is  an  obvious  tcmvenience  in  making  use  of  the  more  costly 

letal  for  larger  payments,  and  the  cheaper  one  for  smellier  ;  and  die  only 

jncslinn  relates  to  the  mode  in  which  this  can  best  be  done.     The  mode 

lost  frequently  adopted  has  been  to  establish  between  the  two  metals  a 

itcd  proportion  ;   to   decide,  for  example,  that   a  gold   coin   called  a 

sovereign    should    be   equivalesit   to   twenty    of  the   silver  coins  called 

khilllngs  :  both  the  one  and  the  other  bein;j  called,  in  the  ordinary  money 

|cf  account  of  the  country,  by  llie  same  denomination,  a  pound  :  and  it 

being  left  free  in  every  one  wha  has  a  pound  to  pay,  cither  to  pay  it  in  the 

'  one  metal  or  in  the  other. 

At  the  time  when  the  vali:ation  of  the  two  mclaU  relatively  lo  eacli 
ether,  say  twenty  shillings  lo  the  sovereign,  or  twenty-one  shillings  to  tha 

•  From  some  printed,  but  not  published,  Lectures  of  Mr.  Senior  :  in  which  the 
peat  differences  rn  the  bUKlncss  aonc  by  money,  as  well  RS  In  the  mpidily  of  iti 
circulaliun,  in  iliJerent  states  oT  sijci«ly  and  civjlualiuii,  arc  interestingly  illus- 
Ualed. 
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guinea,  was  first  made,  the  proportion  probably  corresponded,  as  nearly  as 
It  could  be  made  to  do,  with  the  ordinary  relative  values  of  the  two  metals, 
groLiDded  on  their  cost  of  production  :  and  if  those  natural  or  cost  values 
always  continued  to  beur  the  same  ratio  to  one  another,  the  arraogement 
would  be  unobjeciianable.  This,  however,  is  far  from  being  the  fact. 
Gold  and  silver,  thotigli  the  least  variable  in  value  of  all  commodities,  are 
rot  invariable,  and  do  not  always  vary  simultaneously.  Silver,  for 
example,  vt'as  lowered  in  permanent  value  more  than  gold,  by  the 
discovery  of  the  American  mines  ;  and  those  small  variations  of  value 
whicli  taUe  ])Iace  occasionally,  do  not  atTect  both  metals  alike.  Suppose 
such  a  variiitinn  to  take  place  :  tbe  value  of  the  l^vo  nietaU  relatively  |o 
one  another  no  loiig^er  agreeing  with  iheir  rated  proportion,  one  or  other  of 
them  will  no»v  be  rated  below  its  bullion  value,  and  there  will  be  a  profit 
10  be  made  by  melting-  it. 

Suppose,  for  example,  th-it  gold  rises  in  value  relatively  to  silver,  so 
that  the  quantity  of  g^old  in  a  soverei^ni  is  now  worth  more  than  the 

auanlity  of  silver  in  twenty  sliillin;^s.  'f  wo  consequeni:es  will  ensue.  No 
ebtor  will  .iny  longer  find  it  his  iiiierpst  to  pay  in  gold.  He  will  always 
pay  in  silver,  because  twenty  shillings  are  a  leg.il  tender  for  a  debt  of 
one  pound,  and  he  can  procure  sitier  convertible  mto  twenty  shillings  for 
less  gold  than  that  cont.-iincd  in  a  sovereign.  The  other  consegucnce 
will  be,  that  unless  a  sovereign  can  be  sold  for  moie  than  twenty  shillings, 
all  the  sovereigns  will  be  itietled,  since  as  bullion  they  will  purchase  a 
greater  number  of  shillings  than  they  exchange  for  as  coin.  The  con- 
verse of  alt  this  would  happen  if  silver,  instead  of  gold,  were  the  metal 
which  had  risen  in  comparative  value.  A  sovereign  would  not  now  be 
worth  so  much  as  twenty  shillings,  and  whoever  had  a  pound  to  pay 
would  prefer  paying  it  by  a  sovereign  ;  while  the  silver  coins  would  be 
collected  for  the  purpose  of  being  melted,  and  sold  as  bullion  for  gold  at 
ihcir  real  value,  that  is,  above  the  legal  valuation.  The  money  of  ihc 
community,  therefore,  would  never  really  consist  of  both  metals,  but  of 
the  one  only  which,  at  the  particular  time,  best  suited  the  interest  of 
debtors ;  and  the  standard  of  the  currency  would  be  constantly  liable  to 
change  fmm  the  one  metal  to  the  other,  at  a  loss  to  the  public,  on  each 
change,  of  the  expense  of  coinage  on  the  metal  which  fell  out  of  use. 

It  appears,  therefore,  that  the  lalue  of  money  Is  liable  to  more  frequent 
fluctuations  when  both  metals  arc  a  legal  tender  at  a  fixed  valuation,  than 
when  the  exclusive  standard  of  the  currency  is  either  gold  or  silver. 
Instead  of  being  only  afTected  by  variations  in  the  cost  of  production  of 
one  mel.il,  it  is  subject  to  derangei^ent  from  those  of  two.  The  particular 
kind  of  variation  to  which  .1  currency  is  rendered  more  liable  by  havinij 
two  legal  standards,  is  a  fall  of  value,  or  what  is  commonly  called  a 
depreciation  ;  since  practically  that  one  of  the  two  metals  will  always  be 
the  standard,  of  which  the  real  has  fallen  below  the  rated  value.  If  the 
tendency  of  the  metals  be  to  rise  in  value,  all  payments  will  bo  m.^de  in 
the  one  which  has  risen  least ;  and  if  to  fall,  then  in  that  which  has  fallen 
most. 

§  2.  The  plan  of  a.  double  standard  is  still  occasionally  broujfht  forward 
by  here  and  there  a  writer  or  orator  as  a  great  improvement  in  currency. 
It  is  probable  that,  with  most  of  its  adherents,  its  chief  merit  is  its 
tepdency  to  a  sort  of  depreciation,  there  being  at  all  times  abundance  of 
supporters  for  any  mode,  cither  open  or  covert,  of  lowering  the  standard. 
Some,  howewr,  arc  influenced  by  an  exaggerated  estimate  of  an  advao- 
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tage  which  to  a  certain  extent  is  real,  that  of  being  able  to  have  recourse, 
for  replenishing  the  circulation,  to  the  united  stock  of  g^old  and  silver  in 
the  commercial  world,  instead  of  being  confined  to  one  of  tliem,  which, 
from  accidental  absorption,  may  not  be  obtainable  with  ^ufPcionf  r.ipidily. 
The  advantage  without  the  disadvantages  of  a  itmibic  standard,  seems  to 
be  best  obtained  by  those  nations,  with  whom  one  only  of  the  rwo  metals 
IS  a  legal  lender,  but  the  other  also  is  coined,  and  allowed  to  pass  for 
whatever  value  the  market  assigns  to  it. 

In  France,  sflver  alone  is  (I  believe)  a  legal  tender,  and  all  sums  are 
expressed  and  accounts  kept  in  francs,  a  silver  coin.  Gold  is  also  coined, 
for  convenience,  but  does  not  pass  at  a  fixed  valuation  :  (he  twenty  francs 
marked  on  a  napoleon  are  merely  nominal,  n.ipoleons  l>eing  never  to  be 
bought  for  ih."it  sum,  but  always  bearing  a  small  premium,  or  agio,  as  it  is 
called  ;  though,  as  the  agio  is  very  trilling,  (the  bullion  value  dift't:ring 
verj"  little  from  twenty  francs)  it  is  seldom  passible  to  pass  a  napoleun  fur 
more  than  that  sum  in  ordinary  retail  transactions.  Silver,  then,  is  the 
real  money  of  ihe  country,  and  gold  coin  only  a  merchandize  ;  but  though 
not  a  legal  tender,  it  answers  all  the  real  purposes  of  one,  since  no  credi- 
tor is  at  all  likely  to  refuse  receiving  it  at  the  market  price,  in  paj*mcnt  of 
his  debt. 

When  this  plan  is  atloptcd,  it  is  naturally  the  more  costly  uielal  which 
is  left  ti;  be  bought  and  sold  as  an  article  of  commerce.  But  nations 
which,  like  England,  adopt  the  more  costly  of  the  two  as  their  slandardj 
resort  to  a  different  expedient  for  retaining  them  hoth  in  ciiTulation, 
namely,  to  make  silver  a  leyal  tender,  but  only  for  small  payments.  In 
England,  no  one  can  be  compelled  to  receive  silver  in  payment  for  a 
larger  amount  than  forty  shillings.  With  this  regulation  there  is  neces- 
I  sarily  combined  another,  namely,  that  silver  coin  should  be  rated,  in 

'  comparison  with  gold,  somewhat  above  its  intrinsic  value  ;  that  there 
should  not  be,  in  twenty  shillings,  as  much  silver  as  is  worth  a  sovereign  : 
for  if  there  were,  a  very  slight  turn  of  the  market  in  its  favour  would 
make  it  worth  more  than  a  sovereign,  and  it  would  be  profitable  to  melt  the 
silver  coin.  The  over-valuatinn  of  the  silver  coir  creates  an  inducement 
to  buy  silver  and  send  it  to  the  mint  to  be  coined,  since  it  is  received 
back  at  a  hi^rher  value  than  properly  bchin^'s  to  it:  this,  hoivever,  has 

I  been  guarded  against,  by  limiting  the  quantity  of  the  silver  coinage, 
which  IS  not  left,  like  that  of  gold,  to  the  discretion  of  individuals,  but  is 
determined  by  the  government,  and  restricted  to  the  amo'int  supposed  to 
he  required  for  small  payments.  The  only  precaution  necessaiy  is,  not  to 
jut  so  high  a  valuation  upon  the  silver,  as  to  hold  out  a  strong  temptation 
to  private  coining. 
'  CHAPTER  X!. 

I  OF  CREDIT,  AS  A  SUBSTITUTE  fOll  MONF.V. 

§  I.  The  functions  of  credit  have  been  a  subject  of  as  much  misunder- 
standing and  as  much  confusion  of  ideas,  as  any  single  topic  in  Polilic.nl 
Economy.  This  is  not  owing  to  any  peculiar  difficulty  in  the  theory  of 
the  subject,  but  to  ihe  complex  nature  of  some  of  the  mercantile  pheno- 
mena arising  from' the  fonns  in  which  credit  clothes  itself;  by  which 
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attention  is  diverted  from  the  properties  of  credit  in  general,  to  the  peca< 

liarities  of  its  particular  forms. 

As  a  specimen  of  the  confused  notions  entertained  respecting  the 
nature  of  tredit,  we  may  advert  to  the  exasgerattd  hing^uage  so  often 
used  respecting  its  national  iiiiporiaiice.  Credit  has  a  great,  but  not, 
as  many  people  seem  to  suppose,  a  magical  power;  it  cannot  make 
something  out  of  nothing.  How  often  is  an  extension  of  credit 
talked  of  as  equivalent  to  a  creation  of  capital,  or  as  if  credit  actually 
were  capital.  It  scenns  strange  tliat  there  should  be  any  need  to  poici 
out,  that  credit  bciny^  only  permission  to  use  the  ciipital  of  another  person, 
the  means  of  production  cannot  be  increased  by  it,  but  only  transferred. 
If  the  borrower's  means  of  production  and  of  employing  labour  are 
increased  by  the  credit  given  him,  the  lenders  are  as  much  diminished. 
The  same  sum  cannot  Ire  used  as  capiuil  both  by  the  owner,  and  also  by 
the  person  to  whom  it  is  lent :  it  cannot  supply  its  full  value  in  wages, 
tools,  and  materials,  to  two  sets  of  labourers  at  once.  It  is  true  that  the 
capital  which  A  bus  borrowed  from  II,  and  makes  use  of  in  his  business, 
still  forms  pari  of  the  wealth  of  II  for  other  purposes  ;  he  can  enter  into 
enga^'enicnts  in  reliance  on  it,  and  can  even  borrow*,  when  needful,  an 
equivalent  sum  on  the  security  of  it ;  so  that  to  a  siipcrlicial  eye  il  might 
sccQi  as  if  both  B  and  A  had  the  use  of  it  at  once,  iiut  the  sntallest  con- 
sideration will  show  th.it  when  11  has  parted  with  hi^  capital  to  A,  the  use 
of  it  as  capita!  rests  with  A  alnne,  and  thai  B  has  no  other  service  from  il 
than  in  so  far  as  his  ultimate  claim  upon  it  serves  him  to  obtain  the  use  of 
another  capita!  front  a  third  person,  C.  All  capital  (not  his  own)  of  which 
any  person  has  really  the  use,  is,  and  must  be,  ao  much  subtracted  from 
the  capital  of  snme  one  else, 

§  2.  Hut  though  credit  is  never  anything  more  than  a  transfer  of  capital 
from  hand  to  hand,  it  is  generally,  and  naturally,  a  transfer  to  hands  more 
eonipctcnt  to  employ  the  capital  cfhcicntly  in  production.  If  there  were 
no  such  thing  as  credit,  or  if,  from  general  insecurity  and  w.int  of  confi- 
dence, It  were  scanilly  practised,  many  persons  who  possess  more  or  less 
of  capital,  hut  who  from  their  occupations,  or  for  want  of  the  necessary 
skill  and  knowiedye,  cannot  personally  superintend  its  employment,  would 
derive  no  benefit  from  it :  their  funds  woi:ld  either  He  idle,  or  would  be, 
perhaps,  wasted  and  annihll^ited  in  unskilful  attempts  to  make  them  yield 
a  profit.  All  this  capital  Is  now  lent  at  interest,  and  m.ide  available  for 
production.  Capital  thus  circumstanced  forms  a  large  portion  of  the 
prodiicliveresoiircesof  .my  commercial  country  ;  and  is  naturally  attracted 
(o  those  producers  or  traders  who,  being  in  the  greatest  business, have  the. 
means  of  employing  it  to  most  advantage  ;  because  such  arc  both  the 
most  desirous  to  obtain  it,  and  able  to  give  the  best  security.  Although, 
therefore,  the  productive  funds  of  the  country  arc  not  increased  by  credit, 
they  are  called  into  a  more  complete  state  of  productive  activity.  As  the 
confidence  on  which  ci  edit  is  y rounded  extends  itself,  means  are  developed 
by  which  even  the  smallest  portions  of  capital,  the  sums  which  each 
person  keeps  by  him  to  meet  contingencies,  are  made  available  for  pro- 
ductive uses.  The  principal  instruments  for  this  purpose  are  banks  of 
deposit.  Where  these  do  not  exist,  a  prudent  person  must  keep  a 
sufficient  sum  unemployed  In  his  own  possession,  to  meet  ever)'  demand 
which  he  has  even  a  slight  reason  for  thinking  himself  liable  to.  When 
tl»e  practice  however  has  grown  up  of  keeping  this  reserve  not  in  his  own 

stody  but  Vrkh  a  banker,  many  small  sums,  previously  lying  idle,  become 
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at'git'gated  in  the  banker's  hands;  and  tlic  banker,  being-  tau;;hl  by 
expterience  what  proponian  of  (he  amount  is  likely  to  be  wanted  in  a  Riven 
time,  and  knowing  that  if  one  depositor  bappens  to  require  more  than  the 
nveraye,  another  will  require  less,  is  able  la  lend  llie  remainder,  that  is, 
(he  far  greater  part,  to  producers  and  dealers  ;  thereby  adding  the  amount, 
not  indeed  to  the  capital  in  existence,  but  lo  that  in  employment,  and 
making  n  corresponding  addition  to  the  aggregate  production  of  the 
community. 

While  credit  is  thus  indispensable  for  rendering  the  whole  capital  of  the 
country  productive,  it  is  also  tlie  means  by  which  the  industrial  latent  o( 
the  country  Is  turned  to  most  account  for  purposes  of  production.  Many 
a  person  who  has  either  no  capital  of  his  own,  or  ver^'  little,  but  who  has 
qualifications  for  bijsine5s,  which  are  known  and  appreciated  by  some 
persons  of  capital,  is  enabled  irt  obtain  either  advances  in  money,  or  more 
ircquetitly  goods  on  credit,  by  which  his  industrial  capacities  are  made 
instrumental  to  the  increase  of  the  public  wealth  :  and  this  benefit  wiil  be 
reaped  far  more  largely,  whenever,  through  better  laws  and  belter 
ledncalion,  the  community  shall  have  made  such  progress  in  integrity, 
rthat  persona!  character  can  be  accepted  as  a  siifiicicnt  guarantee  not  only 
against  dishonestly  appropriating,  but  against  dishonestly  risking,  what 
belongs  to  another. 

Such  arc,  in  the  most  general  point  of  view,  the  uses  of  credit  to  the 
producti\-e  resources  of  the  world,  Em  ilie&e  cousideraliors  only  apply  to 
the  credit  given  to  the  industrious  classes— lo  producers  and  dealers. 
Credit  given  by  dealers  lo  unproductive  consumers  is  never  an  addition, 
but  always  a  detriment,  to  the  sources  of  public  wealth.  It  makes  over  in 
temporary  use,  not  the  capital  of  the  unproductive  chisses  to  the  pro- 
ductive, but  that  of  the  productive  lo  the  unprcductive,  If  A,  a  dealer, 
supplies  goods  to  B,  a  landowner  or  annuitant,  to  be  paid  for  at  the  end 
of  five  years,  as  much  of  the  capital  of  A  as  is  ccjual  to  the  value  of  these 
goods,  remains  for  fne  years  unproductive.  During  such  a  period,  if 
payment  had  been  made  at  once,  the  sum  might  have  been  several  times 
expended  and  replaced,  and  goods  to  the  amount  might  have  been  several 
times  produced,  consumed  and  reproduced  :  consequently  B's  withholding 
loo/,  for  five  years,  even  if  he  pays  at  last,  has  cost  to  the  labouring 
classes  of  the  community  during  that  period  an  absolute  loss  of  probably 
sevciTil  times  that  amount.  A,  individually,  is  compensated,  by  putting  a 
higher  price  upon  his  goods,  which  is  ultimately  paid  by  B  :  but  there  is 
no  compensation  made  to  the  labouring  classes,  the  chief  sufferers  by 
Every  diversion  of  capital,  whether  pennanently  or  temporarily,  to  unpro- 
jductive  uses.  The  country  has  had  loo/,  less  of  capital  during  those  five 
years,  B  having  taken  that  amount  from  A's  capital,  and  spent  it  unpro- 
ductively,  in  anticipation  of  his  own  means,  and  having  only  after  five 
years  set  apart  a  sum  from  his  income  and  converted  it  into  capital  for  the 
purpose  of  indemnifying  A. 

§  3.  Thus  far  of  the  general  function  of  Credit  in  production.  It  is  not 
a  productive  power  in  itself,  though,  without  it,  the  productive  powers 
already  existing  could  not  be  brought  into  complete  employment.  Itut  a 
more  intricate  portion  of  the  theory  of  Credit  is  its  influence  on  prices  ; 
the  chief  cause  of  most  of  the  mercantile  phenomena  which  perplex 
obser\'crs.  Ina  slateof  commerce  in  which  much  credit  is  habitually  given, 
jfeneral  prices  at  any  moment  depend  much  more  upon  the  state  of  credit 
than  upon  the  cjuantily  of  money.    For  credit,  though  it  is  not  productive 


power,  is  purchasing  power  ;  .ind  a  person  who,  having^  credit,  avails  him- 
self of  it  in  the  purchase  of  g-oods,  creates  just  as  much  demand  for  ihe 
goods,  and  tends  quite  as  much  to  raise  their  price,  as  if  be  made  an  equal 
amount  of  purchases  with  ready  money. 

The  credit  whicli  we  arc  now  railed  upon  lo  roiisider,  n$  a  distinct  pur- 
chasing power,  independent  of  money,  is  of  course  not  credit  in  its 
simplest  form,  that  of  money  lent  by  one  person  to  another,  and  paid 
directly  inlo  his  hands  ;  for  when  the  borrower  expends  this  in  purchases, 
he  makes  the  purchases  with  money,  not  credit,  and  exerts  no  purchasing 
power  over  and  above  that  conferred  by  the  money.  The  forms  of  credit 
which  create  purchasing  power,  are  those  in  which  no  money  passes  at  the 
time,  and  very  often  does  not  pass  at  all,  the  transaction  being  included 
with  a  mass  of  other  irans-actions  in  an  acconnt,  and  nothing  paid  but  a 
balance.  This  takes  place  in  a  variety  of  ways^  which  we  shall  proceed 
ID  examine,  beginning,  as  is  our  custom,  with  the  simplest. 

First ;  Suppose  A  and  B  to  be  two  dealers,  who  have  transactions  with 
each  other  both  as  buyers  and  as  sellers.  A  buys  from  H  on  credit.  B 
does  the  like  with  respect  to  A.  At  tlic  end  of  the  year,  the  sum  of  A's 
debts  to  IJ  is  set  against  tlie  sum  of  B's  debts  to  A,  and  it  is  ascertained  to 
whicli  side  a  balance  is  due.  This  balance,  which  may  be  less  than  the 
amount  of  many  uf  the  transactions  singly,  and  is  necessarily  less  than  the 
sum  of  the  transactions,  is  all  that  is  paid  in  money ;  and  perhaps  even 
this  is  not  paid,  but  carried  over  in  an  account  current  lo  the  next  year. 
A  single  payment  of  a  hundred  pounds  may  in  this  manner  suffice 
to  liquidate  a  long  series  of  transactions,  some  of  them  to  the  value  of 
thousands, 

But  secondly  :  the  debts  of  A  to  B  may  be  paid  without  the  inter\*en- 
lion  of  money,  even  though  there  be  no  rcciprocil  debts  of  B  to  A.  A 
may  satisfy  B  by  making  over  to  him  a  debt  due  to  himself  from  a  third 
person,  C  This  is  conveniently  done  by  means  of  a  written  instrument, 
called  a  bill  of  exchange,  which  is,  in  fact,  a  transferable  order  by 
a  creditor  upon  his  debtor,  and  when  accepted  by  Ihe  debtor,  Ihat 
is,  authenticated  by  his  signature,  becomes  an  acknowledgment  of 
debt. 

§  4-  Bills  of  exchange  were  first  introduced  to  save  the  expense  and  risk 
of  transporting  the  precious  metals  from  place  to  place.  '  Let  it  be 
supposed,'  says  Mr.  Henry  Thornton,"  '  that  there  arc  in  London 
leu  mauutiicturcrs  who  sell  their  article  to  ten  shopkeepers  in 
York,  by  whom  it  is  retailed ;  and  that  there  arc  in  York  ten 
manufacturers  of  another  commodity,  who  sell  it  to  ten  shopkeepers  in 
London.  There  would  be  no  occasion  for  the  ten  shopkeepers  in 
Lundon  to  send  yearly  to  York  guineas  for  the  payment  of  the  Voik 
manufacturers,  and  for  the  ten  York  shopkeepers  to  send  yearly  as  many 
guineas  to  London.  It  would  only  be  necessary  for  the  York  manu- 
fiicturcrs  to  receive  from  each  of  the  shopkeepers  at  their  own  door 
the  money  in  cjuesiion,  giving  in  return  letters  which  should  acknowledge 
the  receipt  of  it ;  and  which  should  also  direct  the  money,  lying  ready  in 
the   handj  of  their  debtors  in  London,    to  be  paid  to  the  London 
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mnnufaf  lur*?rs,  so  as  in  cancel  ttie  debt  in  London  in  the  same  iimnnfr  ns 
that  at  York.  The  expense  and  the  risk  of  all  ir.insmissinn  of  money 
would  thus  be  saved.  Leners  ordering''  the  transfer  of  the  debt  arc 
termed,  in  the  lanjiuaf-e  of  the  present  day,  bills  of  exchange.  They  are 
bills  by  wiiicli  the  debt  uf  one  person  is  exciiaiiyed  for  the  debt  of  another  ; 
and  the  debt,  perhaps,  whkh  is  due  in  one  place  for  tlie  debt  due  in 
another.' 

ISills  of  exchange  havinjr  been  found  convenient  as  means  of  paying  debts 
at  distant  places  without  the  expense  of  transporiirf:  the  precious  metals, 
their  use  was  afterwards  greatly  extended  from  annihcr  motive,  it  is 
usual  in  every  trade  to  give  a  certain  length  of  credit  for  goods  bought : 
three  inoiilbs,  six  moinhs,  a  year,  even  (wo  years,  according'  to  tlie  con- 
venience or  cusloni  of  the  particular  trade.  A  dealer  who  has  sold 
goods,  for  ftliich  he  is  to  be  paid  in  six  months,  but  who  desires lo  receive 
the  amount  sooner,  draws  a  bill  on  his  debtor  payable  in  six  months,  and 
gets  the  bill  discounted  by  a  banker  or  other  money-lender,  that  is, 
transfers  the  bill  to  liim,  receivinji  the  amoimt,  minus  interest  for  the  time 
it  has  still  to  rim,  ll  has  become  one  of  the  chief  functions  of  bills  of  ex- 
change to  scr\'e  as  a  means  by  which  a  debt  due  from  one  person  can  thug 
be  madeavailable  for  obtaining  credit  from  another.  The  convenience  of 
the  expedient  has  led  to  the  frequent  creation  of  bills  of  exchange  not 
grounded  on  any  debt  previously  due  to  the  drawer  of  the  bill  by 
the  person  on  whom  it  is  drawn.  These  are  called  aicommodalion  bills, 
and  somelimes,  with  a  linge  of  disapptcbntion,  jhtittons  bills.  Their 
nature  is  so  clearly  stated,  and  with  such  judicious  remarks,  by  tlie 
author  whom  1  have  just  quoted,  that  I  shall  transcribe  the  entire 
pass^e.** 

*  A,  beinj^  in  want  of  loo/,,  requests  B  to  accept  a  note  or  hill  drawn  at 
two  months,  wliiclj  B,  therefore,  on  the  face  of  jt,  is  bound  to  pay ;  it  is 
understood,  however,  that  A  will  take  care  either  to  discharg^c  the  bill 
bitnself,  or  to  furnish  B  with  the  means  of  paying  it.  A  obtains  ready 
mone_y  for  the  bill  on  the  joint  credit  of  the  two  parties.  A  fulfils  his 
promise  of  paying  it  w  hen  dup,  and  thus  concludes  the  transaction.  This 
ser\'icc  rendered  by  H  to  A  is,  however,  not  unlikely  to  be  requited,  at  a 
more  or  less  distant  period,  by  a  similar  acceptance  of  a  bill  on  A,  drawn 
and  discounted  for  B's  convenience. 

'  Let  us  now  compare  such  a  bill  with  a  real  bill.  Let  us  consider 
in  what  points  they  differ  or  seem  to  differ  ;  and  in  what  they  agree. 

*  They  agree,  inasmuch  as  each  is  a  discountable  article  ;  each  has  also 
hccn  created  for  the  purpose  of  being  discounted  ;  and  each  is,  perhaps, 
discounted  in  fact.  Each,  therefore,  serves  equally  to  supply  means  of 
Speculation  to  the  merchant,  So  far,  moreover,  as  bills  and  notes  con- 
stitute what  is  called  the  circulating-^  medium,  or  paper  currency  of  the 
country,  and  prevent  the  use  of  gumeas,  the  fictitious  and  llie  real  bill 
are  upon  an  equality  ;  and  if  the  price  of  commodities  be  raised  in  pro- 
•portion  to  the  quantity  of  paper  currency,  the  one  contributes  to  that  rise 
exactly  in  the  same  manner  as  the  other, 

^  Before  we  come  to  the  points  in  which  they  differ,  let  us  advert  to  one 
point  in  which  ihey  are  connnonly  supposed  to  be  unlike  ;  but  in  which 
tltey  cannot  be  said  always  or  necessarily  to  differ. 

'Real  notes  (it  is  sometimes  said)  represent  actual  property.    There 
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are  acCual  ij'ooils  in  existence,  which  nrc  the  couiiterpnrt  to  every  real 
note.  Notes  which  are  not  drawn  in  consequence  of  a  sale  of  poods,  arc 
a  species  of  false  wealth,  by  which  a  nation  is  deceived.  These  supply 
only  an  imaginary  capital ;  the  others  indicate  one  that  is  real. 

'  In  answer  to  this  statement  it  may  be  observed,  first,  that  the  notes 
given  in  consequence  of  a  real  sale  of  goods  cannot  be  considered  as  on 
that  nccoutit  cerlainly  representing  any  actual  properly.  Suppose  that  A 
sells  loo/,  worth  of  goods  to  B  at  six  months'  credit,  and  takes  a  bill  at  six 
months  for  it ;  and  that  I),  within  a  month  after,  sells  the  same  gorjds,  at 
a  like  credit,  to  C,  taking  a  like  bill ;  and  again,  that  C,  after  anotlier 
inontli,  sells  theni  to  D,  taking  a  like  bill,  and  so  on.  There  may  (hen, 
at  the  end  of  six  months,  be  six  bills  of  too/,  each,  existing  at  the  same 
lime  ;  and  every  one  of  these  may  possibly  have  been  discounted.  Of  all 
these  bills,  then,  only  one  represents  any  actual  property. 

'In  order  to  justify  the  supposition  that  a  real  bill  (as  it  is  called) 
represents  actual  property,  there  ought  to  be  some  power  in  tlie  bill- 
holder  to  prevent  the  property  which  the  bill  represents,  from  being 
turned  to  other  purpnses  than  that  of  paying  llie  bill  in  question.  No 
such  power  exists  ;  neither  the  man  who  holds  the  real  bill,  nor  the  man 
who  discounts  it,  has  any  property  in  the  specific  goods  for  which  it  was 
given  :  he  as  much  trusts  to  the  genera!  ability  to  pay  of  the  gii'cr  of  the 
bill,  as  llie  holder  of  any  fictitious  bill  docs.  The  fictitious  bill  may,  in 
many  cases,  be  a  bill  given  by  a  person  having  a  large  and  known  caplial, 
a  pan  of  which  the  fictitious  bill  maybe  said  in  that  case  to  represent. 
The  supposition  that  real  bills  represent  property,  and  that  fictitious  bills 
do  not,  seems,  therefore,  lo  be  one  by  which  more  than  justice  is  done 
to  one  of  these  species  of  bills,  and  something  less  than  justice  to  the 
other, 
'  \Vc  come  next  to  some  points  in  which  they  differ. 
'First,  the  fictitious  note,  or  note  of  accommodation,  is  liable  to  the 
objeciion  that  it  professes  to  be  what  it  is  not.  This  objection,  however, 
lies  only  against  those  fictitious  bills  which  arc  passed  as  real.  In  many 
cases,  it  is  sufficiently  obvious  what  they  are.  Secondly,  the  ficdtious  bill 
is,  in  general,  less  lijccly  to  be  punctually  paid  than  the  real  one.  There 
is  a  general  presumption,  that  the  dealer  in  fictitious  bills  is  a  man  who  is 
a  more  adventurous  speculator  than  be  who  carefully  abstains  from  them. 
]t  follows,  thirdly,  that  fictitious  bills,  besides  being  less  safe,  are  less 
subject  to  limitation  as  to  their  quantity.  The  extent  of  a  man's  actual 
sales  forms  some  limit  to  the  an>ci»ni  of  his  real  notes  ;  and  as  it  is 
highly  desirable  in  commerce  that  credit  should  be  dealt  out  to  all 
persons  in  some  sort  of  regular  and  due  proportion,  the  measure  of  a 
man's  actual  sales,  certified  by  the  appearance  of  his  bills  drawn  rn  virtue 
of  those  s.ale5,  is  some  rule  in  the  case,  though  a  very  imperfect  one  in 
many  respects. 

'A  fictitious  bill,  or  bill  of  acconimndatinn,  is  evidently,  in  substance, 
the  same  aa  any  common  promissory  note ;  and  even  better  in  this 
respect,  thai  there  is  but  one  security  to  the  promissory  note,  whereas  in 
the  case  of  the  hill  of  arcommodaiion,  there  arc  two,  So  much  jealousy 
subsists  lest  traders  should  push  their  means  of  raising  money  too  far, 
(h.nt  paper,  the  same  in  its  general  nature  with  that  which  is  given,  being 
the  only  paper  which  can  be  given,  by  men  out  of  business,  is  deemed 
cnmewhat  discreditable  when  coming  from  a  merchant.  And  because 
6uch  p.iper,  when  iu  the  merchant's  hand,  necessarily  imitates  the  paper 
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which  passes  on  the  occasion  of  a  sale  of  goods,  the  epkhct  fictitious  lin» 
been  cast  upon  it  ;  an  epithet  which  has  seemed  to  countenance  the 
confused  and  jiiistaken  notion,  that  there  is  ^something  altogether  false 
and  delusive  in  the  nature  of  a  certain  part  both  of  the  paper  and  of  the 
apparent  wealth  of  the  coualry.' 

A  bill  of  excliange,  when  merely  discounted,  and  kept  in  the  portfolio 
cf  the  discounter  until  it  falls  due,  does  not  perform  the  functions  or 
supply  the  place  of  money,  but  is  itself  bought  and  sold  for  money.  It  is 
no  more  currency  than  the  public  funds,  or  any  other  securities.  But 
when  a  bil!  drawn  upon  one  person  is  paid  to  another  (or  even  to  the 
same  person)  in  discharge  of  a  debt  or  a  pecuniar)-  claim,  it  does  some- 
thing for  which,  If  the  bill  did  not  cxi&l,  money  would  be  required  :  it 
performs  the  functions  of  currency.  This  is  a  use  to  which  bills  of 
exchange  are  often  applied.  'They  not  only,'  continues  Mr.  Thornton,* 
'  spare  the  lisc  of  ready  money  ;  they  also  occupy  its  place  in  many  cases. 
Let  us  imagine  a  farmer  in  the  country  to  discharge  a  debt  of  lo/.  to  his 
neighbouring  grocer,  by  giving  him  a  bill  for  that  sum,  drawn  on  his 
corn-factor  in  London  for  grain  sold-'in  the  melropolis  ;  and  the  grocer  to 
transmit  the  bill,  he  having  previously  indorsed  it,  to  a  neighbouring 
sugar-baker,  in  discharge  of  a  like  debt ;  and  the  sugar-baker  to  send  it, 
when  again  indorsed,  to  a  West  India,  merchant  in  an  outport,  and  the 
West  India  merchant  to  deliver  it  lo  his  country  banker,  who  also  indorses 
it,  and  sends  it  into  further  circulation.  The  bill  in  this  case  will  kave 
effected  five  payments,  exacdy  as  if  it  were  a  loA  note  payable  to  bearer 
on  demand.  A  multitude  of  bills  pass  between  trader  and  trader  in  the 
country,  in  the  manner  which  has  been  described  ;  and  they  evidently 
form,  m  the  strictest  sense,  a  part  of  the  circulating  medium  of  die 
kingdom.* 

Many  bills,  both  domestic  and  foreign,  are  at  last  presented  for  pajTnent 

auite  covered  with  indorsements,  each  of  which  represents  either  a  fresh 
iscounting,  or  a  pecuniary  transaction  in  which  the  bill  has  performed 
the  functions  of  money.  Up  to  twenty  years  ago,  the  circulating  medium 
of  Lancashire  for  sums  above  five  pounds  was  almost  entirely  composed 
of  such  bills. 

&  S-  A  third  form  in  which  credit  is  employed  a$  a  substitute  for 
currency,  is  that  of  promissory  notes.  A  bill  drawn  upon  anyone  and 
accepted  by  him,  and  a  note  of  hand  by  him  promising  to  pay  the  same 
sum,  are,  as  far  as  he  is  concerned,  e.'cactly  equivalent,  except  that  the 
former  commonly  bears  interest  and  the  latter  generally  does  not,  But  it 
is  chiefly  in  the  latter  form  that  it  has  become,  in  commercial  countries, 
an  express  occupation  to  issue  such  substitutes  for  money.  Dealers  in 
money  (as  lenders  by  profession  are  improperly  called)  desire,  like  other 
dealers,  to  stretch  their  operations  beyond  what  can  be  carried  on  by 
their  own  mean^ :  they  wish  to  lend,  not  their  capital  merely,  hut  their 
credit,  and  not  only  such  portion  of  their  credit  as  consists  of  funds 
actually  deposited  rviih  them,  but  their  power  of  obtaining  credit  from  the 
public  generally,  so  far  as  they  think  they  can  safely  employ  it.  This  is 
done  in  a  very  convenient  manner  by  lendlrg  their  own  promissory  notes 
payable  to  bearer  on  demand  :  the  borrower  being  willing  to  accept  these 
as  so  much  money,  because  the  credit  of  the  lender  makes  other  people 
ft-iUingly  receive  them  on  the  same  footing,  in  purchases  or  other  payment^ 
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Tliese  notes,  lltcrerorc,  pciform  all  the  functions  of  currency,  and  render 
an  equi\alent  aniount  of  money  which  was  previouMy  in  circulr.tion  un- 
necessary. As,  however,  beinf  payable  on  demand,  they  may  Ije  at  any 
time  returned  on  the  issuer,  and  money  demanded  for  ihcm,  he  must,  on 
pain  of  bankniptc)',  keep  by  him  rs  much  money  as  will  enable  him  to 
meet  any  claims  of  thiit  sort  whith  can  be  expected  to  occur  within  the 
lime  necessary  fur  providing  himself  \vilh  more  :  and  prudence  also 
requires  that  he  should  not  attempt  to  issue  notes  beyond  ihc  amount 
which  experience  shows  can  remain  in  circulation  without  being  presented 
for  payment. 

The'  convenience  of  this  mode  of  (as  it  were)  coining  credit,  hanqg 
once  been  discovered,  governments  have  availed  themselves  of  the  same 
expedient,  and  have  issued  their  own  prcmissory  notes  in  payment  of  their 
expenses  ;  n  resource  the  more  useful,  because  it  is  the  only  mode  in 
which  they  are  able  to  bonow  money  \\itlioLit  paying  interest,  their 
promises  to  pjy  on  demand  being,  in  the  estimation  of  the  holders, 
equivalent  to  money  in  hand.  The  praciical  differences  between  such 
government  notes  and  the  issues  of  private  bankers,  and  the  further 
diversities  of  which  this  class  of  substitutes  for  money  are  susceptible,  wUI 
be  considered  presently, 

§  6.  A  fourth  mode  of  making  credit  answer  the  purposes  of  money,  by 
which,  when  carried  fnr  enough,  money  may  be  veiy  completely  super- 
seded, consists  in  making  payments  by  cheques.  The  custom  of  keeping 
the  Sparc  cash  reserved  for  immediate  use  or  against  contingent  demands, 
in  the  hands  of  a  banker,  and  making  all  payments,  except  small  oues, 
by  orders  on  bankers,  is  in  this  countiy  spreading  to  a  continually  larger 
portion  of  the  public.  If  tlic  person  making  the  payment,  and  the  person 
receiving  it,  kept  their  money  with  the  same  banker,  the  payment  would 
take  place  without  any  intervention  of  money,  by  the  mere  transfer  of  its 
amount  in  the  banker's  books  from  the  credit  of  the  payer  to  that  of  the 
receiver.  If  all  persons  in  London  kept  their  cash  at  the  same  banker's, 
and  made  all  their  payments  by  mc.ins  of  cheques,  no  money  would  be 
rcrjuircd  or  used  for  any  transactions  beginning  and  terminating  in 
Ijurdun.  Tins  ideal  limit  is  almost  attained  in  fact,  so  far  as  regards 
transactions  between  dealers.  It  is  chiefly  in  the  retail  transactions 
between  dealers  nnd  consumers,  and  in  the  payinent  of  wages,  that  money 
or  bank  notes  now  pass,  and  then  only  when  the  amounts  are  small.  In 
London,  even  shopkeepers  of  any  amount  of  capital  or  extent  of  business 
have  gcnerxUly  an  account  with  a  banker  ;  which,  besides  the  safely  and 
convenience  of  the  practice,  is  to  their  advantage  in  another  respect,  Uy 
giving  ihem  an  understood  claim  to  have  their  bills  discounted  m  cases 
when  they  could  not  otherwise  expect  it.  As  for  the  merchants  and 
larger  dealers,  they  habitually  make  all  payments  in  the  course  of  their 
business  by  cheques.  They  do  not,  however,  all  deal  with  the  same 
banker,  and  when  A  gives  a  cheque  to  B,  B  usuall}^  pays  it  not  into  tlw 
same  but  into  some  other  bank,  But  the  convenience  of  business  has 
given  birth  to  an  arrangement  which  makes  all  the  banking  houses  of  the 
City  of  London,  for  certain  purposes,  virtually  one  establishment.  A 
hanker  does  not  send  the  cheques  which  are  paid  into  his  banking  house 
to  tlie  banks  on  which  ihey  are  drawn,  and  demand  money  for  ihem. 
There  is  a  building  called  the  Clearing-house,  to  which  every  City  banker 
sends,  each  afternoon,  all  the  cheques  on  other  bankers  which  he  has 
scet'vcd  daring  the  day,  and  ilicy  arc  there  exchanged  for  the  che<iues  on 
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him  which  have  come  into  the  hands  of  other  bankers,  (he  balances  only 

being  p.iid  in  money,  IJy  this  contrivance^  all  the  business  iransaclions 
of  the  City  of  London  during  that  day,  amoimiing  often  to  millions  of 
pounds,  and  a  vast  amount  besides  of  country  transactionSf  represented 
by  bills  which  country  bankers  have  drawn  upon  their  London  corre- 
spondents, are  liquidated  by  p.iyments  not  exceeding  on  the  average 
:'oo,ooo/,* 

Jly  means  of  ihc  various  instruments  of  credit  which  have  now  been 
explained,  the  immense  business  of  a  country  like  Great  liritain  is 
transacted  with  au  amount  of  the  precious  metals  surprisingly  small ;  many 
limes  smaller,  in  proportion  to  thiC  pecijni:iry  value  of  the  commodities 
bought  and  sold,  than  is  found  necessary  in  France,  or  any  other  country 
it)  which,  the  habit  and  the  disposition  to  give  credit  not  bemg  so  generally 
diffused,  these  '  econominng  exjiedients,'  as  ihey  have  been  called,  are  liol 
practised  to  the  same  extent.  Wlial  becomes  of  the  money  thus  super- 
seded In  its  functions,  and  by  what  process  it  is  made  to  disappear  from 
circulation,  arc  questions  tbc  discussion  of  which  must  be  for  a  short 
lime  postponed. 


CHAPTER  XII. 

INPLUXNCE  OF  CRKDIT  ON   PRICES. 

§  r.  Having  now  formed  a  general  idea  of  the  modes  in  which  credit 
is  made  available  as  a  substitute  for  money,  we  have  to  consider  in  what 
manner  the  use  of  these  substitutes  aticcis  the  value  of  money,  or,  what  is 
equivalent,  the  prices  of  commodities.  It  is  hardly  neccssajy  to  say  that 
the  permanent  value  of  money — the  natural  and  average  prices  of  com- 
modities^are  not  in  t^uestion  here.  These  are  delermined  by  the  cost  of 
producing  or  of  obtaining  the  precious  metals.  An  ounce  of  gold  or  silver 
will  in  the  long  rju  exdiange  for  as  much  of  every  other  commodity,  ns 
can  be  produced  or  imported  at  the  same  cost  witli  itself.  And  an  order, 
■or  note  of  hand,  or  bill  payable  at  sight,  for  an  ounce  of  gold,  while  the 
crtxlit  of  the  giver  is  unimpaired,  is  worth  neither  more  not  less  than  ihe 
gold  il5elf. 

It  is  not,  however,  with  ultimate  or  average,  but  with  innnediate  and 
temporary  prices,  that  we  are  now  concerned.  These,  as  we  have  seen, 
may  deviate  very  widely  from  the  standard  of  cost  of  production.  Among 
other  caiiscs  of  fluctuation,  one  we  have  found  to  be  the  quantity  of 
money  in  circulation.  Other  things  being  the  same,  an  increase  of  the 
moaey  in  circulation  raises  prices,  a  daninution  lowers  them.  If  more 
money  is  thrown  into  circulation  ihaii  the  quantity  which  can  circulate  at 
a  value  conformable  to  its  cost  of  production,  the  value  of  money,  so  long 
as  the  excess  lasts,  will  remain  below  the  standard  of  cost  of  producttoil> 
and  general  prices  will  be  sustained  above  the  natural  rate. 

Hut  we  have  now  found  that  there  are  other  things,  such  as  bank  notes, 
bills  of  exchange,  and  cheques,  w'hich  circuUtte  as  money,  and  perfomi'aU 

*  Accottling  lo  Mr.  Tooke  (Enqujcy  into  the  Ciirier[.y  Ptinciiilf,  p.  27),  llie 
adjustments  at  the  Clearing-house  '  in  ihe  year  1S39  amottnlecl  to  954,401,600/., 
making  an  average  amount  of  payments  of  upwards  of  3,000,000/.  of  ijilU  of  «x* 
chxngc  and  clieipies  dnily  vJTectvd  tUruiitjh  the  mcuium  Df  litlle  mure  thoa 
200,000/.  of  bank  Dotcs.* 
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the  functions  of  it :  and  the  question  arises,  Do  these  various  substitutes 
operate  on  prices  in  the  sr»me  manner  as  money  itself?  Docs  an  increase 
in  the  qunntity  of  transferable  paper  tend  to  niise  prices,  in  (he  same 
manner  and  degree  as  an  increase  in  the  quantity  of  money  ?  There 
has  been  no  small  amount  of  tlismssion  on  this  point  among  writers  on 
runciicy.  without  any  resuh  so  conclusive  as  to  have  yet  obtained  general 
assent. 

I  apprehend  that  bank  notes,  bills,  or  cheques,  as  such,  do  not  act  on 
prices  at  all.  What  does  act  on  prices  is  Credit,  in  whatever  shape  given, 
and  whether  it  gives  rise  to  any  transferable  instrxunents  capable  of  pass- 
ing into  circulation,  or  not.  * 

I  proceed  to  explain  and  substantiate  this  opinion. 

§  X  Money  acts  upon  prices  in  no  other  way  than  by  being  tendered  in 
exchange  for  commodities.  The  demand  which  influences  the  prices  ot 
commodities  coniiists  of  the  money  offered  for  them.  But  the  money 
offered  is  not  the  same  thing  with  tlJe  money  possessed.  It  is  sometimes 
less,  sometimes  very  much  more.  In  the  long  run,  indeed,  the  money 
which  people  lay  out  will  be  neither  more  nor  less  than  the  money  which 
they  have  to  lay  out :  but  this  is  far  from  being  the  case  at  any  given 
time.  Sometimes  they  keep  money  by  them  for  fear  of  an  emergency,  or 
in  expectation  of  a  more  advantageous  opportunity  for  expending  it.  In 
that  CISC  the  inoney  is  said  not  to  be  in  circulation  :  in  plainer  language, 
it  is  not  offered,  nor  about  to  be  ofTered,  for  commodities.  Money  not  in 
circulation  has  no  effect  on  prices.  The  converse,  however,  is  a  much 
commoner  case  ;  people  make  purchases  with  money  not  in  their  posses- 
sion. An  article,  for  instance,  which  is  paid  for  by  a  cheque  on  a  banker, 
is  bought  with  money  which  not  only  is  not  in  the  payer's  possession,  but 
generally  not  even  in  the  banker's,  having  been  lent  by  him  (all  but  the 
usual  rcsen-e)  to  other  persons.  We  just  now  made  the  imaginary 
supposition  that  all  persons  dealt  with  a  bank,  and  all  with  the  same 
bank,  payments  being  universally  made  by  cheques.  In  this  idea!  case, 
there  would  be  no  money  anywhere  except  in  the  hands  of  the  banker  ; 
who  might  then  safely  part  with  all  of  it,  by  selling  it  as  bullion,  or  lend- 
ing it,  to  be  sent  out  of  the  country  In  exchange  for  goods  or  foreign 
securities,  But  though  there  would  then  he  no  money  in  possession,  or 
xilriraatcly  perhaps  even  in  existence,  money  would  be  offered,  and  com- 
modities bought  with  it,  just  as  at  present.  People  would  continue  to 
reckon  their  incomes  and  their  capitals  in  money^and  to  make  their  usual 
purchases  with  orders  ft  r  the  receipt  of  a  thing  which  would  have  literally 
ceased  to  exist.  There  would  be  in  alt  this  nothing  to  complain  of,  so 
long  as  the  money,  in  disappearing,  left  behind  it  an  equivalent  value  in 
other  things,  applicable  when  required  to  the  reimbursement  of  those  to 
■whom  the  money  originally  belonged. 

In  the  case  however  of  payment  by  cheques,  the  purchases  are  at  any 
rate  made,  though  not  with  money  in  the  buyer's  possession,  yet  with 
money  to  which  he  has  a  right.  But  he  may  m.ake  purchases  with  money 
which  he  only  expects  to  have,  or  even  only  pretends  to  expect.  He  may 
obtain  goods  in  return  for  his  acceptances  payable  at  a  fiiture  time  :  or  on 
his  note  of  hand  ;  or  on  a  simple  book  credit,  that  is,  on  a  mere  promise 
to  pay.  All  these  purchases  have  exactly  the  same  effect  on  price,  as  if 
they  were  made  with  ready  money.  The  amount  of  purchasing  power 
which  .1  person  cat:  exercise,  is  composed  of  all  the  money  in  his  posses- 
ffon  or  due  to  him,  and  of  all  his  crcUiu    For  exercising  the  whole  of  ihii- 
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power  he  finds  a  sufTicieot  nioiive  only  under  jjcculuir  circumsunces  j  but 
he  always  possesses  it ;  and  the  portion  of  it  which  he  at  any  lime  does 
exercise,  is  the  measure  of  the  effect  which  he  produces  on  price. 

Suppose  that,  in  the  expectation  that  some  commodtiy  will  rise  in  price, 
he  deieiTTiincs,  not  only  to  invest  in  it  all  his  ready  money,  but  to  take  up 
on  credit,  from  the  producers  or  importers,  as  much  of  it  as  their  cujiniun 
of  his  resources  will  enable  him  to  obtain.  Everyone  must  see  that  by 
thus  acting  he  produces  a  greater  effect  on  price,  than  if  he  limited  his 
purchases  to  the  n\oney  he  has  actually  in  hand.  He  creates  a  demand 
for  the  article  to  the  full  amount  of  his  money  and  credit  taken  together, 
and  rniscs  the  price  proportionally  to  both.  And  this  effect  is  produced, 
although  none  <jf  the  written  instruments  called  substitutes  fur  currency 
may  be  called  into  existence  ;  thotigh  the  transaction  may  give  rise  to  no 
hill  of  exchange,  nor  to  tlie  issue  of  a  single  bank  note.  The  buyer, 
instead  of  taking  a  mere  hook  credit,  might  have  given  a  bill  for  the 
amount ;  or  might  have  paid  for  Ihcij'^oods  with  bank  notes  borrowed  fiir 
that  ptjrpose  from  a  banker,  thus  making  the  purchase  not  on  his  own 
credit  with  the  seller,  btit  on  the  banker's  credit  with  the  seller,  and  his 
own  with  the  banker.  Had  he  done  so,  he  uould  have  produced  as  great 
an  effect  on  price  as  by  a  simple  purchase  to  the  same  amount  on  a  booU 
credit,  but  no  greater  effect.  The  credit  itself,  not  the  form  and  mtjde 
in  which  it  is  given,  is  the  operating  cause. 

§  3.  The  inclination  of  the  mercantile  public  to  increase  their  demand 
for  commodities  by  making  use  of  all  or  much  of  ilieir  credit  as  a  purchas- 
ing power,  depends  on  their  expectation  of  profit.  When  there  is  a 
general  impression  that  the  price  of  some  connnodity  is  likely  to  rise,  from 
an  extra  demand,  a  short  crop,  obsiniriions  to  importation,  or  any  olher 
cause,  there  is  a  disposition  among  dealers  to  increase  their  stocks,  in 
order  to  profit  by  the  expected  rise.  This  disposition  tends  in  itself  to 
produce  the  effect  which  it  looks  forward  to,  a  rise  of  price  ;  and  if  the 
rise  is  considerable  and  progressive,  other  speculators  are  attracted,  who, 
so  long  as  the  price  has  not  begun  to  fall,  arc  willing  lo  believe  that  it  will 
continue  rising.  These,  by  further  purch.ises,  produce  a  further  advance  : 
nnd  thus  a  rise  of  price  for  which  there  were  originally  some  rational 
grounds,  is  often  heightened  by  merely  speculative  purchases,  until  it 
greatly  exceeds  what  the  originaJ  grounds  will  justify.  After  a  time  this 
begins  to  be  perceived  ;  the  price  ceases  to  rise,  and  the  holders,  thinking 
it  is  time  to  realise  their  gains,  are  anxious  to  sell,  Then  the  price  begins 
to  decline  :  the  holders  rush  into  the  market  to  avoid  a  still  greater  loss  ; 
and,  few  being  wiUing  to  buy  in  a  falling  market,  the  price  falls  much 
more  suddenly  than  it  rose.  Those  who  have  bought  at  a  higher  price 
than  reasonable  calculation  justified,  and  who  have  been  overtaken  by 
the  revulsion  before  tbey  had  realized,  are  losers  in  proportion  Ui  the 
greatness  of  the  fall,  nnd  to  the  quantity  of  the  commodity  which  they 
hold,  or  have  hound  themselves  to  pay  for. 

Now  all  these  efl'ects  might  take  place  in  a  community  to  which  credit 
was  unknown  :  the  prices  of  some  commodities  might  rise,  from  spectila- 
tion,  to  an  extravagant  height,  and  then  fall  rapidly  back.  But  if  there 
were  no  such  thing  as  credit,  this  could  hardly  happen  with  respect  to 
ciimmodities  generally.  If  all  purchases  were  tnade  with  ready  money, 
the  payment  of  increased  prices  for  some  articles  would  draw  an  unusual 
proponion  of  the  money  of  the  community  into  the  markets  for  thosa 
anicles,  and  must  therefore  draw  it  away  fi-om  some  other  class  of  conv 
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moditics,  and  thus  lower  their  prices.  The  vacuum  might,  it  is  true,  b4 
partly  filled  up  by  increased  rapidity  of  circulation  ;  and  in  this  manner 
the  money  of  the  community  is  virtually  increased  in  a  time  of  speculative 
activity,  because  people  keep  little  of  it  by  them,  but  hasten  lo  lay  it  out 
in  some  tempting  adventure  as  soon  as  possible  after  they  receive  ir. 
This  resource,  however,  is  limited  :  on  the  whole,  people  cannot,  while 
the  quantity  of  money  remains  the  same,  iay  out  much  more  of  it  in  some 
things,  without  laying  out  less  in  others.  But  what  they  cannot  do  by- 
ready  money,  they  can  do  by  an  extension  of  credit.  \Vlicn  people  go 
into  the  market  and  purchase  with  mnncy  which  they  hone  to  receive 
hereafter,  ihey  are  drawing  upon  an  unlimited,  not  a  limiied  fund. 
Speculation^  thus  supported,  may  be  goiny  on  in  any  number  of  com- 
modities, without  disturbing  the  regular  course  of  business  in  others.  It 
might  even  be  going  on  In  all  commodities  at  once.  We  could  imagine 
thit  in  an  epidemic  (it  of  the  p;isfiion  of  ^'ambling,  all  dcalci's,  instead  of 
givinj,'  only  their  accustomed  orders  to  the  manufacturers  or  growers  of 
ihcir  commodity,  commenced  buying  up  all  of  it  which  they  could  procure, 
as  far  as  their  capital  and  credit  would  jfo.  All  prices  would  rise  enor- 
mously, even  if  there  was  no  increase  of  money,  and  no  paper  credit,  but 
a  mere  extension  of  purchases  on  book  credits.  After  a  time  those  wh9 
had  bought  would  wish  to  sell,  and  prices  would  collapse. 

This  is  the  ideal  extreme  case  of  what  is  called  a  commercial  crisis. 
There  is  said  to  be  a  commercial  crisis,  when  a  great  number  of  mer- 
chants and  tradTs  at  once,  either  have,  or  apprehend  that  they  shall  have, 
a  JifTiculiy  In  meeting  Ihcir  engagements.  The  most  usual  cause  of  this 
genera!  embarrass mcntj  is  the  recoil  of  prices  after  they  have  been  raised 
by  a  spirit  of  speculation,  intense  in  degree,  and  extending  to  many  com- 
modities. Some  acrideiitj  which  excites  expectations  of  rising  prices, 
such  as  the  opening  of  a  new  foreit,'n  market,  or  simultaneous  indications 
of  a  short  supply  of  .several  great  articles  of  commerce,  sets  speculation  at 
work  in  several  leading  deparlmcnls  at  once.  The  prices  rise,  and  the 
holders  realize,  or  appear  to  have  the  power  of  realising,  great  gains.  In 
certain  stales  of  the  public  mind,  such  examples  of  rapid  increase  of 
fortune  call  forth  numerous  imitators,  and  speculation  not  only  goes  much 
beyond  wnal  is  justified  by  the  original  grounds  for  expecting  rise  of  price, 
but  extends  itself  to  articles  in  which  there  never  was  any  such  ground  : 
these,  however,  rise  like  the  rest  as  soon  as  speculation  sets  in.  At 
periods  of  this  kind,  a  great  extension  of  credit  tiikcs  place.  Not  only  do 
all  whom  the  contagion  reaches  employ  their  credit  much  more  freely 
than  usual ;  but  ihey  really  have  more  credit,  because  they  seem  to  be 
making  unusual  gains,  and  because  a  generally  reckless  and  adventurous 
feeling  prevails,  which  disposes  people  to  give  as  well  as  take  credit  more 
largely  than  at  other  times,  and  give  it  to  persons  not  entitled  to  it.  In 
this  manner,  in  the  celebrated  speculative  year  1825,  and  at  various  other 
periods  during  the  present  century,  the  prices  of  many  of  the  principal 
articles  of  commerce  rose  greatly,  without  any  fall  in  others,  so  that 
general  prices  might,  without  mcorrcciness,  be  said  to  have  risen.  When, 
after  such  a  rise,  the  reaction  corner,  and  prices  begin  to  fall,  though  at 
first  perhaps  only  ihrouKh  the  desire  of  the  holders  to  rcaJizc,  spccutatiN-e 
purchases  cease  :  but  were  this  all,  prices  would  only  fall  to  the  Ie;-cl  from 
which  they  rose,  or  to  that  which  is  justified  by  the  state  of  the  con- 
sumption and  of  the  supply.  They  fall,  however,  much  lower :  for  as, 
w/jcn  prices  were  rising,  and  everybody  apparenUy  making  a  fortune  ^ 
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was  easy  to  obtain  almost  any  aniount  of  credit,  so  now  when  everybody 
Eccms  to  be  losing^,  and  many  fuil  entirely,  it  is  wkh  dilfictitly  tlial  Iiiiiis  of 
knoivn  solidity  can  obtain  e\en  tlic  credit  to  ivliich  Ihcy  are  acciistoiiieci, 
and  \iliich  it  is  the  Bieatcsl  inconveiiicnre  to  them  to  be  witbniit ; 
bec.-iuse  all  dealers  having  engasenients  lo  fulfil,  and  nobody  feeling  sure 
that  the  portion  of  liis  me:ms  which  he  has  entrusted  to  oihcrs  will  be 
available  in  time,  no  one  likes  to  part  with  ready  money,  or  to  postpone 
liis  claim  to  it.  To  these  rational  cotiaidenUions  tliere  ii  superadded,  in 
extreme  cases,  a  panic  as  unreasoning  as  the  previous  over  confidence ; 
money  is  borrowed  for  short  periods  at  almost  any  rale  of  interest,  and 
sales  of  ff^oods  for  immediate  payment  are  made  at  almost  any  sacrince. 
Thus  jteneral  prices,  during'  a  commercial  revulsion,  fall  as  much  betow 
the  usual  level,  as  durin^j  the  previous  period  of  speculation  they  had  risen 

I  above  it :  the  fall,  as  well  as  the  rise,  originating  not  in  anytbinjr affecting 
money,  but  in  the  stale  of  credit— an  unusually  extended  employment  of 
credit  during  the  earlier  period,  followed  by  a  great  diminution,  never 
amounting,  however,  to  an  entire  cessation  ol  :t,  in  the  later. 
It  33  not,  however,  universally  tnie  that  the  contraction  of  crcdir, 
characteristic  of  a  commercial  crisis,  must  have  been  preceded  by  an  ex- 
traordinary and  irrational  extension  of  it.  There  are  other  causes  ;  and 
the  most  recent  crisis,  that  of  1S47,  is  an  instance,  having  been  pit-ccded 
by  no  piuticular  extension  of  credit,  and  by  no  spci^ulations  ;  except  those 
in  raihvay  shares*,  which,  though  in  many  cases  extravagant  enough,  yet 
being  carried  on  mostly  with  that  portion  of  means  which  the  speculators 
could  atl'ortl  to  lose,  were  not  calculated  to  produce  the  widespread  ruin 
which  arises  from  vicissitudes  of  price  in  the  commodiliea  in  which  men 
ihabitually  deal,  and  in  which  the  bulk  of  their  capital  is  invested.  The 
crisis  of  1847  belonged  to  another  class  of  mciaintilc  phenomena.  There 
occasionally  happens  a  concurrence  of  circumstances  tending  to  withdraw 
fmm  the  loan  madtet  a  considerable  portion  of  the  capital  idiich  usually 
Bupplies  IT,  These  circumstances,  in  the  present  c.^se,  were  great  foreijfii 
payments  (occasioned  by  the  high  price  of  cotton  and  the  unprecedented 
importation  of  food),  together  with  the  continual  demands  on  the  circu- 
launy  capital  of  the  country  by  railway  calls  and  tlie  loan  transactions  of 
railway  comp.T,nie5,  for  the  purpose  of  bcitiif  converted  into  fixed  capital 
and  made  unavailable  for  future  lending.  These  various  demands  fell 
principally,  as  such  dein.inds  always  do,  on  (he  loan  market.  A  great, 
though  not  the  greatest  part  of  the  imported  food,  was  actually  paid  for 
by  the  proceeds  of  a  government  loan.  The  extra  payments  which  pur- 
[^chascrs  of  corn  and  cotton,  and  railway  shareholders,  found  themselves 
jied  lo  Jnalte.  were  either  made  with  their  own  spare  cash,  or  with 
Key  raised  for  the  ocmsioii,  On  the  lirst  sujjpositifin,  they  were  made 
jy  withdrawing  deposit?  from  bankers,  and  thus  cutting  otf  a  part  of  the 
streams  which  fed  the  loan  market ;  on  the  second  stjpiK>sition,  they  were 
made  by  actual  drafts  on  the  loan  market,  either  by  the  sale  of  securities, 
Or  by  taking  up  money  at  interest.  This  combination  of  n  fresh  demand 
for  loans,  with  a  curlniltnent  of  the  capital  disposable  for  them,  raised  the 
rate  of  interest,  and  made  il  impossible  to  borrow  except  on  the  very  best 
security.  Some  firms,  therefore,  which  by  an  iaipvovideiit  and  unmer* 
csntilc  mode  of  conducting  business  had  alloivcd  their  capital  to  become 
cither  temporarily  or  permanently  unavailable,  became  unable  lo  command 
that  perpetual  renewal  of  credit  which  had  previously  enabled  them  to 
•iniggle  on.    These  firms  stopped  payment ;  their  failure  involved  more 
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or  less  deeply  many  other  firms  which  bad  tmaled  them  ;  and,  as  usu;ll 
in  Slid)  cases,  the  gcneni  discrust,  commonly  called  a  panic,  bc^an  to  set 
it),  and  mij^ht  have  produced  a  destruction  of  credit  equal  to  tliat  of  1S25, 
had  not  cirLumstaiices  which  may  almost  be  called  accidental,  yiven  to  a 
very  simple  measure  of  the  governr.ient  a  fortunate  poiver  of  allaying 
parir,  to  whicit,  when  considered  in  itself,  it  had  no  sort  tif  claim. 

§  4,  The  general  operation  of  credit  upon  prices  being  such  as  we  have 
described,  it  is  evident  that  if  any  particular  mode  or  form  of  credit  is 
calculated  to  have  a  greater  operation  on  prices  than  others,  it  can  only 
be  by  giving  gieater  facility,  or  greater  encourage  men  t,  lo  the  multiplica- 
tion of  credit  transactions  generally.  If  bank  notes,  for  instance,  or  bills, 
have  a  greater  efTect  on  prices  than  book  crediis,  it  is  not  by  any  differ- 
ence in  the  transactions  themselves,  which  arc  essentially  the  same, 
whether  taking  place  iu  the  one  way  or  in  the  other  :  it  must  be  that  there 
are  likely  to  be  more  of  them.  If  credit  is  likely  to  be  more  extensively 
used  as  a  purchasing  ptiwer  when  bank  notes  or  bills  are  the  instruments 
used,  than  when  llie  credit  is  given  by  mere  entries  in  an  account,  to  that 
extent  and  no  more  there  is  ground  for  ascribing  to  the  former  a  greater 
power  over  the  markets  than  belongs  to  the  latter. 

Now  it  appears  that  there  is  some  sudi  distinction.  As  far  as  respects 
the  particular  transaction,  it  makes  no  difference  in  the  efftcl  on  price 
whether  A  buys  goods  of  B  on  simple  credit,  or  gives  a  bill  for  them,  or 
pays  for  ihcm  with  bank  notes  lent  to  him  by  a  banker  C.  The  difference 
15  in  a  subsequent  stage.  If  A  has  bought  the  goods  on  a  book  credit, 
there  is  no  obvious  or  convenient  mode  by  which  li  can  make  A's  debt  to 
him  a  means  of  extending  his  own  credit.  Whatever  credit  he  has,  will 
be  due  to  the  general  opinion  entertained  of  his  solvency ;  he  cannot 
specifically  pledge  A's  debt  to  a  third  person,  as  a  sccurityfor  money  lent 
or  goods  bought.  But  if  A  has  given  him  a  bill  for  the  amourl,  he  can 
get  ibis  discounted,  which  is  the  same  thing  as  borrowing  money  on  the 
joint  credit  of  A  and  him&elf :  or  lie  may  pay  away  the  hill  in  exchange 
for  goods,  which  is  obtaining  goods  on  the  same  joint  credit.  In  either 
case,  here  is  a  second  credit  transaction,  gromided  on  the  first,  and  which 
woidd  not  have  taken  place  if  the  first  had  been  transacted  without  the 
intervention  of  a  bill.  Nor  need  the  transactions  end  here.  The  bill 
may  be  again  discounted,  or  again  paid  away  for  goods,  several  times 
before  it  is  itself  presented  for  payment.  Nor  would  it  be  correct  to  say 
that  these  successive  holders,  if  they  had  not  had  the  bill,  might  have 
attained  tJicir  purpose  by  purchasing  goods  on  their  own  credit  with  the 
dealers.  They  may  not  all  of  them  be  persons  of  credit,  or  they  may 
already  have  stretched  their  credit  as  far  as  it  will  go.  And  at  all  events, 
either  money  or  goods  are  more  readily  obtained  on  the  credit  of  two 
persons  than  of  one.  Nobody  will  pretend  that  it  is  as  easy  a  thing  for  a 
inerch.-int  to  borrow  a  thousand  pounds  on  his  own  credit,  as  to  get  a  bill 
discounted  to  the  ."iamc  amount^  whtn  the  drawee  is  of  known  solvency  ; 
or  that  he  can  as  easily  obtain  goods  on  a  book  credit,  as  by  paying  for 
them  with  such  a  bill. 

If  we  now  suppose  that  A,  instead  of  giving  a  bill,  obtains  a  loan  of 
bank  notes  from  a  hanker  C,  and  with  them  pays  H  for  his  goods,  wc 
shall  find  the  difference  to  he  still  greater.  H  is  now  independent  even  of 
a  discounter  :  A's  bill  would  have  been  taken  in  payment  only  by  those 
who  were  accjuaintcd  with  his  reputation  for  solvency,  but  a  bimkcr  is  a 
jKTsoa  ivho  has  credit  with  the  public  generaJly^  and  whose  notes  are 
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taken  in  payment  by  every  one,  at  least  in  his  own  neifrhbourliood  ;  inso-' 
much  that,  by  a.  custom  which  has  gron-n  into  !aw.  payment  in  bank  notes 
is  a  complete  ai:aLiittance  lo  the  payer,  whereas  if  he  has  paid  by  a  bill  he 
still  remains  liable  to  the  debt,  jf  the  person  on  wliom  the  hill  is  drawn 
fails  to  pay  it  when  due,  B  therefore  can  expend  the  whole  of  the  bank 
nf>tes  without  at  all  involving  his  own  credit ;  and  whatever  piiwer  he  had 
before  of  obtaining  goods  on  book  credit,  remains  to  hiin  ;inimpaired,  in 
addition  to  the  purchasing  power  he  derives  from  the  possession  of  the 
notes.  The  same  remark  applies  to  everj'  person  in  succession,  into 
whose  hands  the  notes  niiiy  come.  It  is  only  A,  the  first  holder,  (who 
used  his  credit  to  obtain  the  notes  as  a  loan  from  the  issuer,)  who  can 
possibly  find  tlie  credit  l.e  possesses  in  other  quarters  abated  by  it ;  and 
even  in  his  case  that  result  is  not  probable  ;  for  though,  in  reason,  and  if 
all  his  circumstances  were  known,  every  draft  already  made  upon  his 
credit  ought  to  diminisii  by  so  much  his  power  of  obtaining  more,  yet  in 
practice  the  reverse  more  frequently  happens,  and  his  having  been  trusted 
by  one  person  is  supposed  to  be  a  reason  why  he  may  safely  be  trusted 
by  others  also. 

It  appears,  therefore,  that  bank  notes  are  a  more  powerfiil  instrument 
for  raiiint;  prices  than  bills,  and  bills  than  book  credits.  It  docs  not, 
indeed,  follow  that  credit  a';V/be  more  used  because  it  atfi  be.  When  the 
state  of  trade  holds  out  no  particular  temptation  to  make  laige  purchases 
on  credit,  dealers  will  use  only  a  small  portion  of  the  credit-power,  and  it 
wilt  depend  only  on  convenience  whether  the  portion  which  they  use  will 
be  taken  in  one  form  or  in  another.  It  is  not  until  the  circumstances  of 
the  markets,  and  the  state  of  the  mercantile  mind,  render  many  persons 
desirous  of  stretching  their  credit  to  an  unusual  extent,  that  the  distinc- 
tive properties  of  ihc  different  forms  of  credit  display  themselves.  Credit 
already  stretched  to  the  utmost  in  Ihc  form  of  book  debts,  would  be 
susceptible  of  a  great  additional  extension  by  means  of  bills,  and  of  stilt 
greater  by  means  of  bank  notes,  The  first,  because  each  dealer,  in  addi- 
tion to  his  own  credit,  iKOidd  be  enabled  to  create  a  further  purchasing- 
power  out  of  the  credit  which  he  had  himself  given  to  others  ;  the  second, 
because  the  banker's  credit  with  the  public  at  large,  coined  into  notes,  as 
bullion  is  coined  into  pieces  of  money  to  make  it  portable  and  divisible,  is 
so  much  piuchiising  power  superadded,  in  the  hands  of  every  successive 
holder,  to  that  which  he  may  derive  from  his  own  credit.  Tn  state  the 
matter  otherwise  ;  one  single  exertion  of  the  credit  power  in  the  form  of 
book  credit,  is  only  the  foundation  of  a  single  purchase  :  but  if  a  bill  is 
drawn,  that  same  portion  of  credit  may  serve  for  as  niauy  purchases  as 
the  number  of  times  the  bill  changes  hands :  while  every  ba/ik  note 
issued,  renders  the  credit  of  the  banker  a  purc]l.^sing  power  to  that  amount 
in  the  hands  of  all  the  successive  holders,  without  impairing  any  power 
they  may  possess  of  effecting  purchases  on  their  own  credit.  Credit,  in 
short,  has  exactly  the  same  purciiasing  power  with  money  ;  and  as  money 
tells  upon  prices  not  simply  m  proportion  to  its  amount,  but  to  its  amount 
multiplied  by  the  number  of  times  it  changes  hands,  so  also  does  credit ; 
and  credit  transferable  from  hand  to  hand  is  in  that  proportion  more 
potent,  than  credit  which  only  performs  one  purchase. 

§  5.  All  this  purchasing  power,  however,  is  operative  upon  prices^  only 
according  to  the  proportion  of  it  which  is  used  ;  and  the  effect,  therefore, 
is  only  felt  in  n  state  of  circumstances  calculated  to  lead  to  an  unusually 
^extended  use  of  credit.    In  such  a  state  of  circumstaaces,  Uiat  is,  in 
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spccuLitivc  times,  it  cannot,  1  tliink,  be  denied,  that  piices  are  likely  lo 
rise  lilgticr  if  the  speculative  puicliascs  are  made  with  bank  notes,  tlian 
when  they  ure  made  with  bills,  and  wlien  made  by  bilU  tha,n  when  made 
by  hook  credits.  This,  Ii^riwever,  is  of  fir  less  practical  imptntance  than 
miglit  at  first  be  imagined  j  because,  in  point  of  fart,  si>ecii]ativc  purchases 
are  not,  in  the  great  majority  of  cases,  made  cither  with  bank  notes  or 
with  bills,  but  are  made  almost  exclusively  on  book  credits.  'Applica- 
tions (0  the  Bank  for  extended  discount,'  says  Uie  highest  authority  on 
such  subjects*  (and  the  same  thing  mu5t  be  tnie  of  apijlications  to  other 
banks),  'occur  rarely  if  ever  in  the  oriyin  or  progicss  of  extensive  specu- 
lations in  commodiiies.  These  are  entered  into,  for  the  most  part  if  not 
entirely,  in  the  lirsi  instanc;e,  on  credit  for  the  leng^th  of  tenn  usual  in 
the  several  trades  ;  tlius  entailing  on  the  p.irtie3  no  immediate  necessity 
for  borrowinjj  &o  much  as  ivxiy  be  wanted  for  the  puipose  beyond  their 
own  available  capital.  This  applies  parUcularly  to  speculative  purchases 
of  commodities  on  the  spot,  with  a  view  to  resale-  lUn  these  generally 
form  the  smaller  proportion  of  engagements  on  credit.  IJy  far  the  largest 
of  those  entered  tntti  on  the  prospect  of  a  rise  of  prices,  arc  such  as  have 
in  view  importations  from  abroad.  The  same  remark,  too,  is  applicable 
to  the  export  of  commodiiies,  when  a  targe  proportion  ii  on  the  credit  of 
the  shippers  or  their  consignees.  As  long  .ns  circumstances  hold  out  the 
prospect  of  a  favourable  result,  the  credit  of  the  parties  is  generally  sus- 
tained. If  some  of  them  wish  to  rcaliic,  there  are  others  with  capital  and 
credit  ready  to  replace  them  ;  and  if  the  events  fully  justify  the  grounds 
on  which  the  speculative  transactions  were  entered  into  {thus  admitting  of 
sales  for  consumption  tn  lime  to  replace  the  capital  embarked)  there  is 
no  unusual  demand  for  borro>ved  capital  to  sustain  them.  It  is  only  when 
by  the  vicissitudes  of  political  events,  or  of  the  seasons,  or  other  adven- 
titious circumstance?;,  llie  forlhfoining  supplies  are  found  to  exceed  the 
computed  rate  of  consumption,  and  a  fall  of  prices  ensues,  that  an 
increased  demand  for  capital  takes  place  ;  the  market  rate  of  interest  then 
rises,  and  increased  applications  arc  made  to  the  liank  of  England  for 
discount.'  So  that  the  multiplication  of  bank  notes  and  other  transferable 
paper  does  not,  for  the  most  part,  accompany  and  facilitate  the  specu- 
lation ;  but  comes  into  play  ctiiefly  when  the  tide  is  turning,  and  diffi- 
ctilties  begin  to  be  felt. 

Of  the  c-ttraordinary  height  to  which  speculative  transactions  can  be 
carried  upon  mere  book  credits,  without  the  smalieat  addition  to  what  i* 
commonly  called  the  currency,  very  few  persons  arc  at  all  aware.  'The 
power  of  purchase,'  says  Mr.  Tooke,t  'by  persons  having  capital  and 
credit,  is  much  beyond  anything  that  those  who  are  unacquainted  prac- 
tically with  speculative  markets  have  any  idea  of.  ...  A  person  having 
the  reputation  of  capital  enough  for  his  regular  business,  and  enjoying 
good  credit  in  his  tnidc,  if  he  takes  a  sanguine  view  of  the  prospect  of  a 
rise  of  price  of  the  article  in  which  he  deals,  and  is  favoured  by  circum- 
stances in  the  outset  and  prngi^ss  of  his  speculation,  may  cfiect  purchases 
to  an  extent  perfectly  cnnrmou.'?,  compared  with  his  capital/  Mr.  Tonkc 
confinns  this  statemci^c  by  some  remarkable  instances,  c\cmplit\-ing  the 
immense  purchasing  power  which  may  be  exercised,  and  rise  of  price 
which  may  be  produced,  by  credit  not  rcpreacnled  by  either  bank  notes 
or  bills  of  exchange. 

*  'TovAiKi  Iliitcry  of  Pricfs,  vol,  iv.  p[i.  125-6. 

t  Inquiry  into  the  Cunency  rrinciptc,  pp.  79  and  I36-8. 
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'Amongst  the  earlier  speculators  for  an  ad^fincc  in  the  price  of  tea,  in 
consequence  of  our  dispute  with  China  in  1S39,  were  sevei-al  retail  j^rocers 
id  tea-dealers.  There  was  a  general  disposition  among  the  Irade  lo 
[get  into  stock  ;  that  is,  to  lay  tn  at  once  a  quantity  which  would  meet  the 
ircbablc  demand  from  their  customers  for  several  months  to  come. 
jome,  however,  among  them,  more  sanKumc  and  adventurous  than  the 
t,  availed  themsclvua  of  their  credit  with  the  importers  and  wholesale 
lealers,  for  purchasing  quantities  nnith  beyond  the  esiimattd  demand  in 
ir  own  business.  As  the  purchases  were  made  in  the  first  instance 
pstensibly,  and  perhaps  re.illy,  for  the  lejjiiimate  purposes  and  within  the 
limits  of  their  regular  btisiness,  the  parties  were  enabled  to  buy  without 
condition  of  any  deposit ;  whereas  speculators,  known  to  be  sucli,  are 
squired  to  pay  2/.  per  chest,  to  cover  any  probable  dilTerence  of  price 
'iich  might  aiise  before  the  expiration  of  the  prompt,  which,  for  this 
licle,  is  three  months.  Without,  therefore,  the  outlay  of  a  single 
irthing  of  actttal  capita!  or  currency  in  any  shape,  they  made  ptirthases 
a  considerable  extent ;  and  with  the  profit  realized  on  the  resale  of  a 
rt  of  these  purchases,  Ihcy  were  enabled  to  pay  the  deposit  on  further 
juantities  when  required,  as  was  the  case  when  the  extent  of  the  pur- 
lases  attracted  attention.  In  this  way,  the  speculation  tt'ent  on  at 
advancing  prices  (too  per  cent,  and  upwards)  till  ne.-irly  the  expiration  of 
the  prompt,  and  if  at  that  time  circumstances  had  been  5uch  as  to  justify 
the  apprehension  which  at  one  time  prevailed,  that  ail  future  supplies 
fcwoLiIdf  be  cut  off,  the  prices  might  have  still  fui  ther  advanced,  and  at  any 
rrate  not  have  retrograded.  In  this  case^  the  speculators  might  have 
realired.  if  not  all  the  profit  they  had  anticipated,  a  very  handsome  sum, 
npnn  which  they  might  have  been  enabled  to  extend  their  bubtncss 
preatly,  or  to  retire  from  it  altogether,  ivith  a  reputation  for  ^reat  sag^acity 
in  ihtis  making  their  fortune.  Uut  instead  of  this  favourable  rcsnlt,  it  so 
happened  that  two  or  three  cargoes  of  tea  which  had  been  transhipped 
were  admitted,  contrary  to  expectation,  to  entry  on  their  arrival  here,  and 
it  *as  found  that  further  indirect  shipments  were  in  progress  Thus  the 
supply  was  increased  beyond  the  calculation  of  the  speculators  :  and  at 
the  same  time,  the  consuniptinn  had  been  diminished  by  the  high  price. 
There  was,  consequently,  a  violent  reaction  on  the  market;  the  specu- 
lators were  unable  to  sell  without  such  a  sacrifice  as  disabled  them  from 
fulfiUing  their  engagements,  and  several  of  [hem  consequently  failed. 
Among  these,  one  was  mcntionedj  who  having  a  capital  not  exceeding 
1,200/,,  which  was  locked  up  in  his  business,  had  contrived  to  buy  4jCoo 
chests,  value  above  £0,000/.,  the  loss  upon  which  was  about  t6,ooo/. 

'  The  other  example  which  1  have  to  give,  is  that  of  the  operation  on 
the  corn  market  between  1838  and  1S42,  There  was  an  instance  of  a 
person  who,  when  he  entered  on  his  extensive  spectilations,  was,  as  it 
appeared  by  the  subsequent  examination  of  his  alTairs,  possessed  of  a 
capital  not  exceeding  SiO"^^-!  '^""^  being  successful  in  the  outset,  and 
favoured  by  circumstances  in  the  progress  of  his  operations,  he  contrived 
to  make  purchases  to  such  an  extent,  that  when  he  stopped  payment  his 
engagenients  were  found  lo  aniaimt  to  between  5oo,ocx3/,  and  6cx),ooo/. 
Other  instances  might  be  cited  of  parlies  without  any  capital  at  all,  who, 
by  dint  of  mere  credit,  were  enabled,  while  the  aspect  of  the  market 
favoured  their  views,  to  make  purchases  to  a  very  great  extent 

'And  be  it  observed,  that  these  speculations,  involving  enormous  pur- 
chases on  tittle  or  no  capital,  were  carried  on  in  1839  and  1840^  when  the 
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money  mtrket  was  in  its  most  contracted  state  ;  or  when,  according  to 
modern  phraseology,  ibere  was  the  greatest  scarcily  of  money.' 

But  although  (he  gre.it  instrument  of  speculative  purchases  is  book 
credits,  it  cannot  be  contested  that  in  speculative  periods  an  increase 
does  take  place  in  the  quantity  both  of  bills  of  exchange  and  of  bank 
notes.  This  increase,  indeed,  so  far  as  bank  notes  arc  concerned,  hardly 
ever  takes  place  in  the  earliest  stage  of  the  speculations  ;  advances  from 
bankers  (as  Mr.  Tooke  observes)  not  being  applied  for  in  order  to  pur- 
chase, but  in  order  (o  hold  on  without  selling  when  the  usual  term  of 
credit  has  expired,  and  the  high  price  which  was  calculated  on  has  not 
arrived.  But  the  tea  speculators  mentioned  by  Mr.  Tooke  could  not 
have  carried  their  speculations  beyond  the  three  months  ^hich  are  the 
usual  term  of  credit  in  their  trade,  unless  they  had  been  able  to  obtain 
advances  from  bankers,  which,  if  the  expectation  of  a  rise  of  price  had 
still  continued,  they  probably  couid  liave  done. 

.Since,  then,  credit  in  the  form  of  bank  notes  is  a  more  potent  instru- 
ment for  raising  prices  than  book  credits,  an  unrestrained  power  of 
resorting  to  this  instrument  may  contribute  to  prolong  and  heighten  the 
speculative  rise  of  prices,  and  hence  to  aggravate  the  subsetjueut  recoil, 
litit  in  what  degree?  and  what  importance  ought  we  to  ascril>e  to  this 
possibility?  It  may  help  us  to  form  some  jiidgment  on  this  point,  if  we 
consider  the  proportion  which  the  utmost  increase  of  bank  notes  in  a 
period  of  speculation  bears,  I  do  not  say  to  the  whole  mass  of  credit  in 
the  country,  but  to  the  bills  of  exchange  alone.  The  average  amount  of 
bills  in  existence  at  any  one  time  is  supposed  con  side  r.ibly  to  exceed  a 
hundred  millions  sterling.*  The  bank  note  circulation  of  Great  Britain 
and  Ireland  is  less  than  thirty-five  millions,  and  the  increase  in  specu- 
lative periods  at  :iiost  two  or  three.  And  even  ibis,  as  we  have  seen, 
hardly  ever  comes  into  pl.iy  until  that  advanced  period  of  the  speculation 
at  which  the  tide  .•shows  signs  of  turning,  and  the  dealers  gener.'illy  are 
rather  thinking  of  the  means  of  fulfilling  their  existing  engagements,  than 

•  The  most  approTcil  c-tiinale  is  Ihat  of  Mr.  Leatham,  grounded  on  the  official 
returns  of  bill  siainps  issued.    The  following  are  the  results  : — 


Year. 

Bills  creuteJ  iii  Grt^Ll  Urjlain 

aud  Itcliinil,  Caiindciloa 

rem  III',  uf  Bi!1  SitAmtis 

JMUcd  riom  ilie  Btamii  Office. 

Avdivge  iimcfunt  in 

circulstinn  ni  one  time  is 

each  year. 

IS33 
1833 
'834 

'Sj5 
1836 

1837 
1S38 
>S39 

/^3S6.' 53-409 
3S3.659.585 
379.155,05^ 
405-403,051 

485.943,473 
455.084,445 
465,504,041 

^89,038.352 

95.9i4.S96 
9*.rSS.763 
101,350,762 
121,485,868 
ii3.77[,tii 
116.376,010 
133,123,460 

•Mr.  Lrnthnm,"  snys  Mr.  TooUc,  'gives  ihc  process  by  which,  upon  the  dal« 
furnished  ly  the  rtlums  nFstaraiis,  he  arrives  at  these  itsulls  ;  and  I  am  disposed 
to  lliink  lliRl  they  are  nu  nrni  nn  npproximation  lo  the  liiilli  as  the  nature  of  the 
OMteriaif  admUs  uf  arriving  at.' — inquiry  into  the  Currency  PrincipLc,  p.  26. 
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meditallng;  an  extension  of  ihan  :  while  the  quaniiiy  of  liills  in  exisleoce 
is  largely  increased  from  ilie  very  commencement  of  the  speculaiions. 

§  6.  It  is  well  known  th.it  of  ble  years,  an  artificia]  limiiaiion  of  tlie 
issue  of  bank  notes  has  been  regarded  l>y  many  poiiticaJ  economists,  and 
by  a  great  ponion  of  the  pubhc,  as  an  expedient  of  supicmiC  efficacy  for 
preventing,  and  when  it  cannot  prevent,  for  moderating,  the  fever  of 
speculation  ;  and  this  opinion  received  the  recognition  and  sanction  of 
the  legislaurre  by  ihe  Currency  Act  of  1344,  At  the  point,  however, 
which  our  incjutnes  have  reached,  although  wc  have  conceded  to  bank 
notes  a  greater  power  over  prices  than  is  possessed  by  bills  or  book 
credits,  we  have  not  found  1ca^on  to  think  that  this  superior  efficacy  has 
much  share  in  producing  the  rise  of  prices  which  accompanies  a  period 
of  speculation,  nor  consetjuently  that  any  restraint  applied  to  this  one 
instrument,  can  be  efficacious  to  the  degree  which  is  often  supposed,  in 
motlerating  either  that  rise,  or  the  recoil  which  follows  it.  We  shall  be 
still  less  inclined  to  think  so,  when  we  consider  that  there  is  a  fourth  form 
of  credit  transactions,  by  cheques  on  bankers,  and  transfers  in  a  banker's 
books,  which  is  exactly  paraUel  in  every  respect  to  bank  nates,  giving 
equal  facilities  to  an  extension  of  credit,  and  capable  of  acting  on  prices 
quite  as  powerfully.  In  (he  words  of  Mr.  Fullarton,*  'there  is  not  a 
smgle  object  at  present  attained  through  the  agency  of  Bank  of  England 
notes,  which  mig;ht  not  he  as  cfTectuany  accomplished  by  each  individual 
keeping  an  account  with  the  bank,  and  transacting  aU  his  payments  of 
five  pounds  and  upwards  by  cheque.'  A  bank,  instead  of  lending  its 
notes  lo  a  merchant  or  dealer,  miyht  open  an  account  with  him,  and 
Credit  the  account  with  the  sum  it  had  agreed  to  advance  :  on  an  under- 
standing that  he  should  not  draw  out  that  sum  in  any  other  mode  than 
by  drawing  cheques  against  it  in  favour  of  those  to  whom  he  had  occasion 
to  make  payments.  These  cheques  might  possibly  even  pass  from  hand 
to  hand  like  bank  notes ;  more  commonly,  however,  the  receiver  would 
pay  them  into  the  hands  of  his  own  banker,  and  when  he  wanted  the 
money,  would  draw  a  fresh  cheque  against  it :  and  hence  an  objector 
may  suggest,  that  as  the  original  cheque  would  very  soon  be  presented 
for  payment,  when  it  must  be  paid  either  in  notes  or  in  coin,  notes  or 
coin  to  an  equal  amount  must  he  provided  as  the  ultimate  means  of 
liquidation,  It  is  not  so,  however.  The  person  to  whom  the  cheque  is 
transferred,  may  perhaps  deal  with  the  same  banker,  and  the  cheque  may 
return  to  (he  very  bank  on  which  it  was  drawn  :  this  is  verj- often  the  case 
in  country  districts  ;  if  so,  no  payment  will  he  called  for,  but  a  simple 
transfer  in  the  banker's  books  will  settle  the  transaction.     If  the  cheque  is 

fiairi  into  a  different  hank,  it  will  not  be  presented  for  payment,  but 
iquidated  by  set-off  against  other  cheques  ;  and  in  a  state  of  circum- 
stances favourable  to  a  general  extension  of  banking  credits,  a  banker 
who  has  granted  more  credit,  and  has  therefore  more  cheques  drawn  on 
him,  will  also  have  more  cheques  on  other  bankers  paid  to  him,  and  will 
only  have  to  provide  notes  or  cash  for  the  payment  of  balances ;  for 
which  purpose  the  ordinary  reseni-e  of  prudent  bankers,  one-third  of  their 
liiibilities,  will  abundantly  suffice.  Now,  if  he  had  granted  the  extension 
of  credit  by  means  of  an  issue  of  his  own  notes,  he  must  equally  have 
retained  in  coin  the  usual  reserve  :  so  that  he  can,  as  Mr.  Fullarton  says, 
give  every  facility  of  credit  by  what  may  be  termed  a  cheque  circulation, 
which  he  could  give  by  a  note  circulation. 
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This  extension  of  credit  by  entries  in  a  banker':!  books,  lias  all  that 
superior  cfHciency  in  acting^  on  prices,  which  we  ascribed  to  an  eMcnsion 
by  means  of  bank  notes.  As  a  bank  note  of  zo!.,  paid  lo  nny  tine,  gives 
him  20/.  of  purchasing- power  based  on  credit,  Over  ;md  above  whatever 
credit  he  had  of  his  own,  so  does  a  cheque  paid  to  him  do  the  same  ;  for, 
allhouf^h  he  may  make  no  purchase  witli  the  cheque  iiself,  he  deposits  it 
with  his  banker,  and  can  draw  against  it.  As  tliis  act  of  drawing  a  cheque 
against  another  which  has  been  exchanged  and  canceUedj  can  be  repealed 
as  often  as  a  purchase  with  a  bank  note,  it  effects  the  same  increase  0/ 

Ciirchasing  power.  The  original  loan,  or  credit  given  by  the  banker  to 
is  cu&tomer,  is  poientirilly  multiplied  as  a  means  of  purchase,  in  the 
hands  of  the  successive  persons  to  wham  portions  of  the  credit  are  paid 
away,  just  as  the  purchasing  power  of  a  bonk  note  is  muUiplied  by  the 
number  of  persons  through  whose  hands  it  passes  before  it  is  returned  to 
the  issuet". 

These  considerations  abate  very  much  from  the  importance  of  any 
effect  which  can  be  produced  in  allaying  the  vicissitudes  of  commerce,  by 
so  superficial  a  contrivance  as  the  one  so  much  rched  on  of  late,  the  re 
atriction  of  the  issue  of  bank  notes  by  an  artificial  rule.  An  examination 
of  all  the  consequences  of  that  restriction,  and  a  ftill  estimate  of  the 
reasons  for  and  against  it,  must  he  deferred  uulil  we  have  treated  of  the 
foreign  exchanges,  and  the  international  movements  of  bullion.  At 
present  we  arc  onty  concerned  with  the  general  theory  of  prices,  of  which 
the  different  influence  of  different  kinds  of  credit  is  an  essential  part 

§  7.  Sume  high  authorities  have  claimed  ftir  bank  notes,  as  compared 
with  other  modes  of  credit,  a  greater  distinction  in  respect  to  ijifluence  on 
price  than  we  have  seen  reason  to  allow  ;  a  difference^  nut  in  degree,  but 
m  kind-  They  ground  this  distinction  on  the  fact,  that  bank  notes  have 
the  property,  in  common  with  metallic  money,  of  finally  closing  the  trans- 
actions in  which  they  are  employed  ;  while  no  other  mode  of  paying  one 
debt  by  transferring  another  has  that  privilege,  but,  on  the  contmrj*,  all 
bills  and  cheques,  as  well  as  al!  book-debts,  arc  from  the  first  intended  to 
be.  and  actually  are,  ultimately  liquidated  either  in  coin  or  in  notes.  The 
bank  notes  in  circulation,  jointly  with  the  coin,  are  therefore,  according  to 
these  authorities,  the  basis  on  which  all  the  other  expedients  of  credit 
rest ;  and  in  proportion  to  tije  basis  will  be  the  superstructure  ;  insomudi 
that  the  quantity  of  bank  notes  detennines  tlial  of  all  the  other  fonns  of 
credit.  If  bank  notes  are  multiplied,  there  wiil,  thcv  seem  to  think,  be 
more  bills,  more  iKiymcnls  by  chi;tjuc,  and,  1  presume,  more  book  credits  ; 
and,  by  regulating  and  limitmg  the  issue  of  bank  notes,  they  think  that 
all  other  fonns  of  credit  are.  by  an  indirect  consequence,  brought  under 
a  similar  limitation.  I  believe  1  have  stated  the  opinion  of  these 
authorities  correctly,  thaugh  1  have  nowhere  seen  the  grounds  of  it  set 
forth  with  such  distinctness  as  to  make  me  feel  quite  certain  that  I  under- 
stand them.  1  can  see  no  reasim  for  the  doctrine,  that  according  as  there 
are  more  or  fewer  bank  notes,  there  will  be  more  or  less  of  other  descrip- 
tions of  credit.  If  indeed  we  begin  by  assuming,  as  I  suspect  is  tacitly 
done,  that  prices  arc  regulated  by  coin  and  bank  notes,  the  proposition 
maintained  will  certainly  foUow  ;  for,  Bccording  as  prices  are  higher  or 
lower,  the  same  purchases  will  give  rise  to  bills,  chcqueSj  and  book-credits 
of  a  larger  or  a  smaller  amount.  But  the  premiss  in  this  re;isoning  is  the 
veiy  proposition  to  he  pmvcd.  Setting  this  assumption  aside,  1  know  not 
how  the  conclusion  can  be  substantiated.    The  credit  given  to  anyone  by 
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those  with  whom  he  deals,  does  not  depend  on  the  f]uanii(y  of  bank  iioles 
Or  coin  in  circntation  at  the  rime,  but  on  iheir  opinion  of  his  solvency  :  if 
any  consideration  of  a  more  general  character  enters  into  iheir  calcula- 
tion, it  is  only  in  a.  time  of  pressure  on  the  loan  market,  when  they  are 
not  certain  of  being  themselves  abfe  lo  obtain  the  credit  on  whicli  they 
have  been  accustomed  lo  rely  ;  and  even  tlien,  what  they  look  to  is  the 
general  state  of  the  loan  marlcei,  and  not  (preconceived  theory  apart)  the 
amount  of  bank  notes.     So  far,  as  to  the  willing-ness  \o give  credit.     And 
the  winingness  of  a  dealer  to  uss  his  credit,  depends  on  his  expectations 
of  gain,  that  is,  on  his  opinion  of  the  probable  future  price  of  his  com- 
tnodily  ;  an  opinion  grounded  cither  on  the  rise  or  fall  already  going^  on, 
or  on  his  pi-ospective  judgment  respecting  the  Kupply  and  the  rate  oi  con- 
Ksumption.    When  a  dealer  extends  his  purchases  beyond  his  immediate 
i  means  of  payment,  engaging  to  pay  at  a  specified  time,  he  docs  so  in  the 
^expectation  either  that  the  transaction  »vi!l  have  terminated  favourably 
j  before  that  time  an  Ives,  or  that  he  shall  then  he  in  possession  of  sufficient 
[^nds  from  the  proceeds  of  his  oilier  transactions.    The  fulfilment  of  these 
'expectations  depends  upon  prices,  but  not  specialty  upon  the  amount  of 
Ifeank  notes.     He  may,  doubtless,  also  ask  himself,  in  case  he  should  be 
^disappointed  in  these  expectations,  to  what  quarter  be  can  look  for  a 
jmparary  advance,  to  enable  him,  at  the  worst]  lo  keep  his  engagemenla. 
[£ut  in  the  first  place,  this  prospective  reflection  on  the  somewhat  more  or 
less  of  difficulty  which  he  may  have  in  tiding  over  his  embarrassments, 
seems  too  slender  an  inducement  to  be  much  of  a  restraint  in  a  period 
supposed  to  be  one  of  rash  adventure,  and  upon  pwsons  so  cunlidcnt  of 
success  as  lo  involve  themselves  beyond  iheir  certain  means  of  cvtriration. 
And  further,  I  apprehend  that  their  confidence  of  being  helped  out  in  the 
event  of  ill-forlunc,  will  mainly  depend  on  their  opinion  of  their  own  in- 
dividual credit,  with,  perhaps,  some  consideration,  not  of  (he  quantity  of 
the  currency,  but  of   the  general  state  of  the  loan  market.     They  are  - 
aware  that,  in  case  of  a  commercial  crisis,  they  shall  have  difficulty  in 
obtaining  advances.     But  if  they  thought  it  likely  that  a  commercial 
crisis  would  occur  before  they  had  realiied,  they  would  not  specjiatc.     If 
no  great  contraction  of  ger.eral  credit  occurs,  they  will  feel   no  doubt  of 
obtaining  any  advances  which  [hey  absolutely  require,  provided  the  state 
of  their  own  affairs  at  the  time  affords  in  die  estimation  of  lenders  a 
sufficient  prospect  that  those  advances  will  be  repaid. 

I       -=r 

wK  OP  AN  INCONVERTIBLE  PAPER  CURRENCV. 

5  I.  After  experience  had  shown  that  pieces  of  paper,  of  no  intrinsic 
value,  by  merely  bearing  upon  them  the  written  profession  of  being  equiva- 
lent to  a  certain  number  of  francs,  dollars,  or  pounds,  could  he  made  lo 
circulate  as  such,  and  to  produce  all  the  benefit  to  the  issuers  which 
could  have  been  produced  by  the  coins  which  they  purported  10  repre- 
sent, governments  began  to  think  that  it  woald  be  a  happy  device  if  they 
could  appropriate  to  themselves  this  benefit,  free  from  the  condition  to 
which  individuals  issuing  such  paper  suhstiimes  for  money  were  subject,  of 
giving,  when  required,  for  the  sign,  the  thing  signified.    They  determined 
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JO  iry  YvIieUier  they  could  not  eiiiancipaie  themselves  from  this  unpleasant 
obligation,  and  make  a  piece  of  paper  issued  by  ihcm  pass  for  a  pound, 
by  merely  calling  it  a  pound,  and  consenting'  jo  receive  it  in  payment  of 
the  taxes.  And  such  is  the  influence  of  almost  all  established  govern- 
ments, that  thL7  have  generally  succeeded  in  attaining  thia  object :  I 
believe  I  might  say  they  have  always  succeeded  for  a  time,  and  the  power 
has  only  been  lost  to  tbem  after  they  had  compromised  it  by  the  most 
flagrant  abuse. 

In  the  case  supposed,  the  functions  of  money  are  pcrfonned  by  a  thing 
which  derives  its  power  of  performing  them  solely  from  convention  ;  but 
convention  is  quite  sufficient  to  confer  ihc  power;  since  nothing  more 
is  needful  to  make  a  person  accept  anything  as  money,  and  even  at  any 
arbitrary  value;  than  the  persuasion  that  it  will  be  taken  from  him  on  the 
same  terms  by  others.  The  only  question  Is,  what  delennines  the  value  of 
such  a  currency  ?  since  it  cannot  be,  as  in  the  case  of  gold  and  silver  (or 
paper  exchangeable  for  tliem  at  pleasure),  the  cost  of  production. 

We  have  seen,  however,  that  even  in  the  case  of  a  metallic  OMTCncy, 
the  immediate  agency  in  determining  its  \*a]ue  Is  its  quantity.  If  the 
quantity,  instead  of  depending  on  the  ordinary  mercantile  motives  of  profit 
and  loss,  could  be  arbitrarily  fixed  by  authority,  the  value  would  depend 
on  the  fiat  of  that  authority,  not  on  cost  of  production.  The  quantity  of  a 
paper  currency  not  convertible  into  the  metals  at  the  option  oi  the  holder, 
fj/i  be  arbitrarily  fixed  ;  especially  if  the  issuer  is  the  sovereign  powxr  of 
the  state.     The  value,  therefore,  of  such  a  currency,  is  entirely  arbitrary. 

Suppose  that,  in  a  country  of  which  the  currency  is  wholly  metallic,  a 
paper  currency  is  suddenly  issued,  to  the  amount  of  half  the  metallic 
circulation  :  not  by  a  banking  establishment,  or  in  the  form  of  loans,  but 
by  the  government,  in  payment  of  salaries  and  purchase  of  commodities. 
The  currency  being  suddenly  increased  by  one-half,  all  prices  will  rise, 
and  among  the  rest,  the  prices  of  all  things  made  of  gold  and  silver.  An 
ounce  of  manufactured  gold  will  become  more  \'a1uable  than  an  ounce  o 
gold  coin,  by  more  than  that  customary  difference  which  compensates  for 
the  value  of  the  woikmanship  ;  and  it  will  be  profitable  to  melt  the  coin 
for  the  purpose  of  being  manufactured,  until  as  much  has  been  taken  from 
the  currency  by  the  subtraction  of  gold,  as  had  been  added  to  it  by  the 
issue  of  paper.  Then  prices  will  relapse  to  what  they  were  at  firat,  and 
there  will  be  nothing  changed  except  that  a  paper  currency  has  been 
substitutedfor  half  of  the  metallic  currency  which  existed  before.  Suppose, 
nowj  a  second  emission  of  paper  ;  the  same  series  of  effects  will  be 
renewed ;  and  so  on,  until  the  whole  of  the  metallic  money  has 
disappeared  :  that  is,  if  paper  be  issued  of  as  low  a  denomination  as 
the  lowest  coin  ;  if  not,  as  much  will  remain,  as  convenience  requires  for 
the  smaller  payments.  The  addition  made  to  the  quantity  of  gold  and 
silver  disposable  for  ornamental  purposes,  will  somewhat  reduce,  for  a 
lime,  the  value  of  the  article  ;  and  as  loi^g  as  this  is  the  case,  even  though 
paper  has  been  issued  to  the  original  amount  of  the  metallic  circulation, 
as  much  coin  will  remain  in  circulation  along  with  it,  as  will  keep  the 
value  of  the  currency  do\«i  to  the  reduced  value  of  the  metallic  material : 
but  the  value  having  fallen  below  the  cost  of  production,  a  stoppage  or 
iiminulion  of  the  supply  from  the  mines  will  enable  the  surplus  to  be 
"irried  off  by  the  ordinary  agents  of  destruction,  after  which,  the  meiali 
nd  the  currency  will  recover  their  natmal  value.  We  are  here  sujiposing, 
r  we  liuve  supposed  throjghout,  that  the  country  has  mines  of  its  own, 


INCONVERTIBLE  PAPER  CURRENCY. 


flnd  no  commercini  intercourse  niih  otlier  cDimlries  :  for,  in  a  coimlty 
h;ivtntr  foreign  trade,  the  com  wliirli  is  rendered  superfluous  by.in  issue  of 
paper  is  carried  otfby  a  mucli  pronipler  method. 

Uj)  to  this  point,  the  eficcts  of  ,i  paper  ctuTcncy  are  subst.inri:illy  the 
same,  ivhcther  it  is  convertible  into  specie  or  not.  It  is  when  ihc  metals 
have  been  completely  superseded  find  driven  from  circulation,  llia,t  t2ie 
dilTerence  between  convertible  and  incanvertible  paper  bcj^ins  to  be 
opeiitive.  When  the  gold  or  silver  has  all  gone  from  circulation,  and  an 
equal  quantity  of  paper  has  taken  its  place,  suppose  that  a  still  further 
issue  is  superadded.  The  same  series  gf  phenomena  recommences: 
prices  rise,  aniong^  the  rest  the  prices  of  tiold  and  silver  articles,  and  it 
becomes  an  object  as  before  to  procure  coin  in  order  to  convert  it  into 
bnllion.  There  is  no  lonyer  any  coin  in  circulation  ;  but  if  the  paper 
currency  is  convertible,  coin  may  still  be  obtained  from  the  issuers,  in 
exchan>)fe  for  notes.  All  additional  notes,  therefore,  which  arc  attempted 
to  be  forced  into  circulation  after  the  metals  have  been  compiclcly 
superseded,  will  return  upon  the  issuers  in  exchanye  for  coin  ;  and  they 
will  not  be  able  to  maintain  in  circulation  such  a  quantity  of  convertible 
paper,  as  to  sink  its  value  below  the  metal  which  it  represents.  It  is  not 
so,  however,  with  an  inconvertible  currency.  To  the  mcrcase  of  that  (if 
permitted  by  law)  there  is  no  check.  The  issuers  may  add  to  it 
uidcfinitely,  lowering  its  value  and  raising  prices  in  proportion  ;  tbeymay, 
in  other  words,  depreciate  iJie  cuirency  without  limit. 

Such  a  power,  in  whomsoever  vested,  is  an  intolerable  evi!.  All  varia- 
tions in  the  vaUie  of  the  circulating  mediimi  are  mischievous  :  they  disturb 
existing  contracts  and  expectations,  and  ihe  liability  to  such  changes 
renders  eveiy  pecuniary  engagement  of  long  date  entirely  precarious. 
The  person  who  buys  for  himself,  or^nmts  to  arotherjan  annuity  of  loo/., 
does  not  know  whether  it  will  be  equivalent  to  200/.  or  to  50/.  a  few  years 
hence.  Great  as  this  evil  would  be  if  it  depended  only  on  accident,  it 
is  still  greater  when  placed  at  the  arbitrary  disposal  of  a  mar  or  a  body 
ofmen  ;  who  may  have  ajvy  kind  or  degree  of  interest  to  be  ser\ed  by  an 
artifici.ii  fiiictiialion  in  forlunes  ;  and  who  have  at  any  rate  a  strong 
interest  in  issuing  as  much  as  possible,  each  issue  beinj::  in  itself  a  source 
of  profit.  Not  to  add,  that  the  issuers  may  have,  and  in  the  atse  of  a 
government  paper,  always  luve,  a  direct  interest  in  lowcrin''  the  value  of 
the  currency,  because  it  is  the  medium  in  which  their  own  debts  are  com- 
puted. 

§  2.  In  order  that  the  value  of  the  currency  may  be  secure  from  being 
altered  by  design,  and  may  be  as  little  as  possible  liable  to  fluctuation 
from  accident,  the  articles  least  liable  of  all  known  commndtlics  to  vary  in 
their  value,  the  precious  metals,  have  been  made  in  all  civilised  countries 
the  standard  of  value  for  the  circulating  medium  ;  and  no  paper  cunency 
ought  to  exist  of  which  ihc  value  cannot  be  made  to  conform  to  theirs. 
Nor  baa  this  fundamental  maxim  ever  been  entirely  lost  sight  of,  even  by 
the  governments  which  have  most  abused  the  power  of  creating  incon- 
vertible paper.  If  they  have  not  (as  they  generally  have)  professed  an 
intention  of  paying  in  specie  at  some  indefinite  future  lime,  ihey  have  at 
least,  by  givmg  to  their  pjiper  issues  the  names  of  their  coins,  made  a. 
virtual,  though  generally  a  false,  profession  of  intending  to  keep  them  at 
a  value  corresiJonding  to  that  of  the  coins.  This  is  not  impracticably 
even  with  an  incmivcrlible  paper.  There  is  not  indeed  the  self-acting 
_cbcck  which  convertibility   brrngs  with  it.    But   Uiere   is  a  clear  and 
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unequivocal  irdicaiion  by  which  to  judge  whether  the  currency  is  depre- 
cinted,  and  to  what  extent.  That  indication  is  the  price  of  the  precious 
metals-  When  holders  of  paper  cannot  dematid  coin  to  be  converted  into 
bullion,  and  when  there  is  none  left  in  circulation,  bullion  ri^es  and  falls 
in  price  like  other  things  ;  and  if  it  is  above  the  mint  price,  if  an  ounce  of 
gold,  which  would  be  coined  into  the  equivalent  of  2il-  '7-^'  'o^'^-i  'S  sold 
For  V-  "''  ^^-  "1  paper,  the  value  of  the  currency  has  sunk  just  Ihat  much 
below  what  the  value  of  a  metallic  cun-ency  would  be.  \i,  therefore,  the 
issue  of  inconvertible  paper  were  subjected  to  strict  rules,  one  rule  being 
that  whenever  bullion  rose  above  the  mint  price,  the  issues  should  be  con- 
tracted until  the  market  price  of  bullion  and  the  mint  price  were  again  in 
accordance,  such  a  currency  would  not  be  subject  to  gjiy  of  the  evils 
usually  deemed  inherent  in  an  inconvertible  paper. 

Ilut  also  such  a  system  of  currency  would  have  no  advantages  sufficient 
to  recommend  it  to  adoption.  An  inconvertible  currency,  regulated  by 
the  price  of  bullion,  would  conform  exactly,  in  all  its  variations,  to  a  con- 
vcrtibJe  one  ;  and  the  only  advantage  gained,  would  be  that  of  exemption 
from  the  necessity  of  keeping  any  reserve  of  the  precious  metals  ;  which 
is  not  a  very  important  consideration,  especially  .is  a  government,  so  long 
as  its  good  faith  is  not  suspected,  needs  not  keep  so  large  a  reserve  as 
private  issuers,  being  not  so  liable  to  great  and  sudden  dem.inds,  since 
there  never  can  be  any  real  doubt  of  its  solvency.  Against  this  small 
advantage  is  to  be  set,  in  the  first  place,  the  possibility  of  fraudulent 
tainperiiig  with  ihc  price  of  bullioii  for  the  sake  of  acting  on  the  currency; 
in  the  manner  of  the  fictitious  s,-Ues  of  com,  to  influence  the  averages,  sd 
much  and  so  justly  complained  of  while  the  com  laws  were  in  force.  But 
a  still  stronger  consideration  is  the  importance  of  adhering  to  a  simple 
principle,  intelligible  to  the  most  untaught  cipacity.  Ever^'body  can 
understand  convertibility  ;  ever>'  one  sees  that  what  can  he  at  any 
moment  exchanged  for  five  pounds,  is  worth  five  pounds.  Kegulation 
by  the  price  of  bullion  is  a  more  complex  idea,  and  does  not  recommend 
itself  through  the  same  familiar  assnciatiotis.  There  would  be  nolhing 
like  the  same  cnnfidence,  by  the  public  generally,  in  an  inconveilible  cur- 
rency so  regulated,  as  in  a  cnnvertible  one  ;  .and  the  most  inslnicted 
person  might  reasonably  doubt  whether  such  a  rule  would  be  as  likely  to 
be  inflexibly  adhered  to.  The  grounds  of  the  rule  not  bein^  so  well 
understood  by  the  public,  p|iiniim  would  probably  not  enforce  it  with  as 
much  rigidity,  and,  in  any  circumstances  of  difficulty,  would  be  likely  to 
turn  against  It ;  while  to  the  government  itself  a  suspension  of  converti- 
bility wotild  .Tppear  a  much  stronger  and  more  extreme  measure,  than  a 
relaxation  of  what  might  possibly  be  considered  a  somewhat  artifici.al  rule. 
There  is  therefore  a  great  preponderance  of  reasons  in  favour  of  a  con- 
vertible, in  preference  to  even  the  best  regulated  inconvertible  currency. 
The  temptatiun  to  overissue,  in  certain  financial  emergencies,  is  so  strong, 
that  nothing  is  admissible  which  can  lend,  in  however  slight  a  degree,  to 
weaken  the  barriers  that  restrain  it, 

g  3.  Al^iough  no  doctrine  in  political  economy  rests  upon  more  obvious 
grounds  than  the  mischief  of  a  paper  currency  not  maintained  at  the  s.ame 
value  with  a  metallic,  either  by  convertibility,  or  by  sonic  principle  of 
limitation  equivalent  to  it ;  and  although,  accordingly,  this  doctrine  has, 
though  not  till  after  the  discussions  of  manj-  years,  been  tolerably  effec- 
tually drummed  into  the  public  mind  ;  yet  dissentients  arc  still  numerous, 
'd  projectors  every  now  and  then  start  up,  with  plans  for  curing  all  ih« 
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economical  evils  of  society  by  means  of  unlimited  issue  of  inconvertible 
paper.  There  is,  in  truth,  a  urcat  charm  in  the  idea.  To  be  able  lo  piiy 
ufT  the  national  debt,  defray  the  expenses  of  ^oveniincnt  wiUiout  taxation^ 
and  ill  fine,  to  make  the  fortunes  of  the  nhole  comnuiiiity,  is  a  brilliant 
jirnspcct,  when  once  a  man  is  capable  of  believing  that  printing  a  feiv 
chriructers  an  bits  nf  paper  will  do  it.  The  philosopher's  stone  could  not 
be  expected  to  do  more. 

As  these  projects,  however  often  slain,  always  resuscitate,  it  is  not 
superfluous  to  examine  one  or  two  of  the  fallacies  by  which  the  schemers 
impose  upon  themselves.  One  of  the  commonest  is,  that  a  paper  currency 
cannot  be  issued  in  excess  so  long  as  every  nntc  issued  refinsenes 
property,  or  has  s,  ftuindaSwit  of  acinal  properly  to  rest  on.  These  phrases, 
of  representing  and  resting",  seldom  convey  any  distinct  or  well-defined 
idea  :  when  Ihcy  do,  their  meaning'  is  no  more  than  this — that  the  issuers 
of  the  paper  must  have  property^  cither  of  their  own,  or  entrusted  to  them, 
to  the  value  of  all  the  notes  they  issue  ;  though  for  what  purpuse,  does  not 
very  clearly  appear  ;  for  if  the  piapeity  cannot  be  claimed  in  exchange 
for  the  notes,  it  is  difficult  to  divine  in  what  m.'inner  its  mere  existence  can 
serve  to  uphold  their  value.  I  presume,  however,  it  is  intended  a«  a 
guarantee  that  the  holders  would  be  finally  reimbursed,  in  case  any  un- 
toward event  should  cause  the  whole  concern  to  be  wound  up.  On  this 
theory  there  have  been  many  schemes  for  'coining  the  whole  land  of  the 
countrj'  into  money'  and  the  iiUe. 

In  so  far  as  this  notion  has  any  ctmnexion  at  all  with  reason,  it  seems  to 
originate  in  confounding  two  cntuely  distinct  evils,  to  which  a  paper 
currency  is  liable.  Oneis^the  insolvency  of  the  issuers  ;  which,  if  the 
paper  is  grounded  onTBBT^rcdit — if  it  makes  any  promise  of  payment  in 
cash,  either  on  demand  or  at  any  future  time— of  course  deprives  the 
paper  of  any  value  which  it  derives  from  that  promise.  To  this  evil 
paper  credit  is  equally  liable,  however  moclcraiely  used  ;  and  against  it,  a 
proviso  that  all  issues  shoidd  be  '  founded  on  property,*  as  for  instance 
that  notes  should  only  be  issued  on  the  security  of  some  valuable  thing 
expressly  pledged  for  their  redemption,  would  really  be  cffiracious  as  a 
precaution.  But  the  theory'  takes  no  account  of  another  c\HI,  which  is 
Lncident  to  the  notes  of  the  most  solvent  firm,  compJIIJij^i  government : 
that  of  being  depreciated  in  value  from  being  issued  in  excessive  quantity. 
The  assignats,  during  the  French  Re\'olution,  were  a  model  of  a  currency 
grounded  on  these  principles.  The  assignats  '  represented  '  an  immense 
amount  of  highly  valuable  property,  namely  the  lands  of  the  crown,  the 
church,  the  monasteries,  and  the  emigrants  ;  amounting  perhaps  to  hatf 
the  territory  of  France.  They  were,  in  fact,  orders  or  assignments  on  this 
mass  of  land.  The  revolutionary  ^Dvemment  had  the  idea  of  'coining' 
these  lands  into  money  ;  but,  to  do  them  justice,  they  did  not  originally 
contemplate  the  immense  multiplication  of  issues  to  which  they  were 
eventually  driven  by  the  failure  of  all  other  financial  resources.  They 
imagined  that  the  assignats  would  come  rapidly  back  to  the  issuers  in 
exchange  for  land,  and  that  they  should  be  able  to  reissue  tbcm  continually 
until  the  lands  were  all  disposed  of,  withottt  having  at  any  time  more  than 
a  very  moderate  quantity  in  circulation.  Their  hope  was  frustrated  :  the 
land  did  not  sell  so  quickly  as  they  expected  ;  buyers  weie  not  inclined  to 
invest  their  money  in  possessions  which  were  likely  to  be  resumed  without 
compensation  if  the  Revolution  succumbed  :  the  bits  of  paper  which 
represented  land,  becoming  prodigiously  multiplied,  could  no  more  Voe'^j 


sr* 


EXCHANGE, 


Up  tlieir  value  than  the  land  itself  would  >iave  done  if  it  had  all  been 
brought  lo  market  nt  once  :  and  the  result  wns^  that  it  at  last  reigulred  aU 
j.aasignat  of  five  Imndrcd  francs  to  pay  for  a  cup  of  coft'ec. 

The  example  of  the  assig^nats  has  been  said  not  to  he  concUtalve,  because 
an  Hssiyniil  tuily  repie&enlccl  land  in  general,  but  not  a  definite  quantity  of 
land.  To  h^ive  prevcnied  their  depreciation,  the  proper  course,  it  is 
affirmed,  would  have  been,  lo  have  made  a  valuation  of  all  the  confiscated 

Eroperiy  at  its  metallic  value,  and  to  have  issued  assEgnats  tip  to,  but  not 
eyond,  that  limit  ;  giving  to  the  holders  a  right  to  demand  any  piuce  of 
land,  at  its  registered  valuation,  in  exchange  for  assignals  lo  the  same 
amount.  There  can  be  no  que5li<ia  about  the  superioriiy  of  this  plan 
over  ihc  one  actually  adopted.  Had  this  course  been  followed,  the 
as5ig:nats  could  never  have  been  depreciated  to  the  inordinate  degree 
they  were  ;  for— as  they  would  have  retained  ail  their  purchasing  power 
in  relation  to  land,  hoivcvcr  much  they  mijfht  have  fallen  in  respect  to 
other  things— before  Ihey  had  lost  very  much  of  their  market  value,  tbey 
would  probably  have  been  brotighl  in  to  be  excltanged  for  land.  It  must 
be  rciiTicmbeicd,  however,  thai  iheir  not  being  depreciated  would  pre- 
suppose that  no  greater  number  of  them  continued  in  circulation  than 
would  have  circulated  if  they  had  been  ronvcnible  into  cash.  However 
convenient,  therefore,  in  a  tioic  of  revolution,  this  currency  convertible 
into  land  on  demand  might  have  been,  as  a  contrivance  fur  svUing  rapidly 
a  great  quantity  of  land  with  the  least  possible  sacrifice  ;  it  is  difficult  to 
sec  what  advantage  it  would  have,  as  the  permanent  system  of  a  country, 
over  a  currency  convertible  into  coin  :  while  it  is  not  at  all  difficult  to  see 
what  would  be  its  disadvantages  ;  since  land  is  far  more  variable  in  \-alue 
than  gohl  and  silver  ;  and  besides,  laud,  to  most  persons,  being  rather  an 
incumbrance  than  a  desirable  possession,  except  to  be  converted  into 
money,  people  would  submit  to  a  much  greater  depreciation  before 
demanding  land,  than  they  will  before  demanding  gold  or  sUver.* 

§  4.  One  of  the  most  transparent  of  the  fallacies  by  which  the  principle 
of  the  convertibility  of  paper  money  has  been  nssaiJed,  is  lliat  which 
pervades  a  recent  wark  by  Mr.  John  Gray  :t  the  author  of  the  most 
mgcnious,  and  least  exceptionable  plan  of  an  inconvertible  cuiTCncy 
which  1  have  happened  to  meet  with.  This  writer  has  seized  several  of 
the  leading  doctrines  of  political  economy  with  no  ordinaiy  grasp,  and 
among  others,  the  important  one,  that  commodities  are  the  real  market 
for  commodities,  and  that  Production  is  essentially  the  cause  and 
measure  nf  Demand.  Ilut  this  proposition,  true  in  a  state  of  Iwrter,  he 
affimis  to  be  false  under  a  mat:ctary  system  regulated  by  the  precious 
mctiils,  because  if  the  aggregate  of  goods  is  increased  faster  than  the 
aggregate  of  money,  prices  must  fall,  and  all  producers  must  be  losei-s  ; 

•  Among  the  sicliiwrics  of  currency  to  whkfi,  stinngc  to  say,  inlclhgent  men 
have  been  founJ  to  give  their  £n.nciion,  oec  is  as  follows  :  that  the  <.late  shonlil 
receive  in  plc<lgc  or  mortgage,  any  kind  or  amount  of  iiri>pcrly,  such  as  In.inl, 
sxoiX,  etc.,  nni!  shtiuld  ndvrtncc  to  Ihi:  nwncrs  incunvendjle  paper  money  to  llie 
csLirontL'd  value.  Such  a  ciiircncr  woiilil  not  even  have  the  recoinmtnilations  of 
»»••  imaginat)' assinnats  supposecl  in  ihi'  text;  iincu  ihosc  into  whose  hand>  ihe 
■ere  p;iitl  1  y  the  per^icis  uho  received  ihcni,  c«ukJ  not  ictum  ihein  lo  the 

lent,  nn-i  deroami  in  exchange:  Innd  or  stock  wlticli  was  oiily  plet^ci),  noi 

.     TIn:re  would  be  nu  rcdtiK  of  such  n'si^nsts  as  these,  and  their  dcprc- 

oidd  lie  iiidcfinile. 

urci  00  the  Nature  and  Use  of  Money.     By  John  Gray. 
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now  neiiher  gold  nor  silver,  nor  any  other  vahiible  tiling,  'can  by 
any  possiijility  be  increased  mi li/iifufriyHs  fiM  ns  nil  oihcr  valuable  tilings 
pul  tuyethci  :'  a  limil,  ilierefore,  is  arbitrarilv  sei  lo  the  amount  of 
pimliiction  which  can  take  place  without  Jops  to  the  producers  :  and  on 
this  foundation  Mi'.  Cray  accuses  the  existing  s>'stem  of  rendering  the 
produce  of  this  country  less  by  at  least  one  hundred  inilliun  pounds 
annually,  than  it  would  be  under  a  currency  wbtcli  adniitted  of  cxpansino 
in  exact  proportion  to  the  increase  of  commodities. 

But,  in  the  first  place,  what  hinders  gold,  or  any  other  commodity 
whatever,  from  being  'inci-eased  as  fast  as  all  other  valuable  things  put 
together'?  If  the  produce  of  the  world,  in  all  commodities  taken 
togetlier,  should  come  to  be  doubled,  what  is  to  prevent  the  annual 
produce  of  gold  from  being  doubled  likewise  ?  for  that  is  aU  that  would  be 
necessary-,  and  not,  (as  mi^ht  be  inferred  from  Mr.  Gray's  lurifiuagc)  that 
it  should  be  doubled  as  many  times  over  as  there  are  other 'valuable 
things'  to  corapaic  it  with,  Unlesi  it  can  be  proved  that  the  production 
of  bullion  canniit  be  increased  by  the  application  of  increased  l;^bour 
and  capital,  it  is  evident  ih.it  the  stimulus  of  an  increased  value  of 
the  commodity  will  have  the  same  effect  in  extending  the  mining 
operations,  as  it  is  admitted  to  have  in  all  other  branches  of  production. 

Uut,  secondly,  even  if  the  currency  could  not  be  increased  at  all,  and 
if  every  addition  to  the  aggregate  produce  of  the  country  must  necessarily 
he  accompanied  by  a.  proportional  diminution  of  general  prices  ;  it  is  in- 
comprehensible how  any  person  who  has  attended  to  the  subject  can  fail 
to  see  that  a  fall  of  price,  thus  produced,  is  no  loss  to  producers  i  they 
receive  less  money  ;  but  the  smaller  amount  goes  exactly  as  far,  in  all  ex- 
penditure, whether  productive  or  personal,  as  the  larger  quantity  did 
before.  The  only  difference  would  be  in  the  increased  burthen  of  fixed 
money  payments;  and  of  that  (coming,  as  it  would,  very  gradually)  a  very 
small  portion  would  fall  on.  the  productive  classes,  who  have  rarely 
any  debts  of  old  standing,  and  who  would  suffer  almost  solely  in  the 
increased  onerousness  of  iheir  contribution  to  the  taxes  which  pay 
the  interest  of  the  National  Debt.  1  should  not  have  thought  it 
necessary  to  be  thus  particular  in  pointing  out  so  obvious  a  blunder,  if  the 
work  of  Mr.  Gray  had  not  been  very  widely  circulated,  and  if  the  writer 
were  not  apparently  capable  of  better  tilings  than  he  has  in  this  instance 
exhibited. 

§  5.  Another  of  the  fallacies  from  which  the  advocates  of  an  in- 
convertible currency  derive  support,  is  the  notion  that  an  increase  of  the 
currency  quickens  industry.  This  idea  was  set  afloat  by  Hume,  in  his 
Essay  on  Money,  and  has  had  many  devoted  adherents  since ;  witness 
ihe  Uirmingham  currency  school  of  the  present  day,  of  whom  Mr. 
Attwood  was  for  a  time  the  most  conspicuous  representative.  Mr. 
Attwood  maintained  that  arise  of  prices  produced  by  an  increase  of  paper 
currency,  stinuilates  every  producer  to  his  utmost  exertion,  and  brings  all 
the  capital  and  labour  of  the  country  into  complete  employment ;  and  that 
this  has  invariably  happened  in  all  periods  of  rising  prices,  M'hen  the  rise 
was  on  a  sufficiently  great  scale.  J  presume,  however,  that  the  induce- 
ment which,  according  to  Mr.  Attwood,  excited  this  unusual  ardour  in  all 
persons  engaged,  in  production,  must  have  been  the  espcclation  of 
getting  more  of  commodities  geuerally,  more  real  wealth,  in  exchange  for 
the  produce  of  their  labour,  and  not  merely  more  pieces  of  paper.  This 
expectation,  however,  must  have  been,  by  the  very  t^mns  of  the  sugyoair 


tion,  disappointed,  since,  all  prices  being  siipitoscd  to  rise  equally,  no  one 
was  really  better  paid  for  his  goods  than  before.  Those  who  agree  witli 
Mr.  Attwood  could  only  succeed  in  winning^  people  on  to  these  unwonted 
exertions,  by  a  prolongation  of  what  would  in  /act  be  a  delusion  ;  contriv- 
ing inallei^j  so,  ihat  by  a  progressive  rise  of  money  prices,  every  producftr 
shall  always  seem  to  be  in  the  very  act  of  obiainins  an  increased  re- 
muneration which  he  never,  in  reality,  does  obtain.  It  is  unncccssar>'  to 
advert  to  any^oihcr  of  the  objections  to  this  plan,  than  that  of  its  total  im- 
practicability. It  calculates  on  finding  the  v^hoIe  world  persisting  for 
ever  in  the  belief  that  more  pieces  of  paper  are  more  riches,  and  never  dis- 
covering that,  with  nil  their  paper,  they  canaot  buy  more  of  anything  than 
theycould  hefore.  No  such  mistake  wa?  made  tiurinff  any  of  the  periods 
of  high  prices,  on  the  experience  of  which  this  school  Jaya  so  mnch  stress, 
At  (he  periods  which  Mr.  Attwood  mistook  for  times  of  prosperity, 
and  which  were  simply  (as  all  periods  of  high  prices,  under  a  convertible 
currency,  must  be)  tunes  of  speculation,  the  speculators  did  not  think  they 
were  growintc  ricli  because  ine  high  prices  would  last,  but  because  they 
would  not  last,  find  because  whoever  contrived  to  realize  while  they  did 
last,  would  lind  himself,  after  the  recoil,  in  possession  of  a  greater  number 
of  pounds  sterling,  without  their  b.iving  become  of  less  value.  If,  at  the 
close  of  the  speculation,  iin  issue  of  paper  bad  been  made,  sufllicient  to 
keep  prices  up  to  the  poliu  which  tliey  attained  when  at  the  hi^jhest,  no  one 
would  have  been  more  disappointed  than  the  speculators  :  since  the  gain 
which  they  thought  to  have  reaped  by  realijting  in  lime  (at  the  expense  of 
their  competitors,  who  bouj^hi  when'  they  sold,  and  had  to  sell  after  the 
revulsion)  would  have  faded  away  in  their  hands,  and  instead  of  it  ihcy 
would  have  got  nothing-  except  a  few  more  paper  tickets  to  rmmt  hy. 

Hume's  version  of  the  tloclrinc  differed  in  a  slight  degree  from  Mr. 
Attwood's.  He  thought  that  all  commodities  would  not  rise  in  price 
.simultaneously,  and  that  some  persons  therefore  would  obtain  a  real  gain, 
by  getting  more  money  for  what  they  had  lo  sell,  while  the  things  which' 
they  wished  to  buy  might  not  yet  have  risen.  And  those  who  would  reap 
this  gain  would  always  he  (he  seems  to  think)  the  first  comers.  It  seems 
obvious,  however,  that  for  every  person  who  thus  gains  more  than  usual, 
there  is  necessarily  some  other  person  who  gains  less.  The  loser,  if 
thinjjs  took  place  as  Hume  stipposcs,  would  be  the  seller  of  the  com- 
modities which  are  slov/est  to  rise  ;  who,  by  the  supposition,  parts  with  his 
goods  at  the  old  prices,  to  purchasers  who  have  already  benefited  by  the 
new.  The  seller  has  obtained  for  his  commodity  only  the  arcuslonied 
quantity  of  money,  while  there  are  already  some  things  of  which  that 
money  will  nolonjjerpurch-^sc  as  muchas  before.  If,  therefore,  he  knows 
what  is  going  ou,  he  will  raise  his  price,  and  then  the  buyer  will  not  have 
the  gain,  which  is  supposed  tu  stimulate  his  industry.  But  if,  an  the  con- 
Irai"!',  the  seller  does  nut  know  the  state  of  the  case>  and  only  discovers  it 
when  he  finds,  in  laying  his  money  out,  that  it  does  not  go  so  far,  he  then 
obtains  less  than  the  ordinary  remuneration  for  his  labour  and  capital  ; 
and  If  the  other  dealer's  industry  is  encouraged,  it  should  seem  that  his 
must,  from  t)ic  opposite  cause,  be  Impaired. 

"^•icru  is  no  way  in  which  a  general  and  permanent  rise  of  prices, 

1*  words,  depreciation  of  money,  can  benefit  anybody,  except  at 

;e  of  somebody  else.     The  substitution  of  paper  for  metallic 

5  anaiicinal  gain  :  and  farther  increase  of  paper  beyond  this  Is 

of  robbery. 
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An  issue  of  notes  is  a  manifest  [fain  to  the  issuers,  who,  until  tlic  notes 
ate  returned  for  payment,  obtain  the  use  of  them  as  if  they  were  a  real 
cajMtal :  and  so  long  as  the  notes  are  no  permanent  addition  to  the 
currency,  but  merely  supersede  yold  or  silver  to  the  same  amount,  the 
g-ain  of  the  issuer  is  a  loss  to  no  one ;  it  is  obtained  by  saving  to  the 
CDiTinninily  the  expense  of  the  more  costly  materia).  IJut  if  there  is  no 
^old  or  silver  to  be  superseded — if  the  notes  are  added  to  the  currency, 
instead  of  being  subslilulcd  for  llie  nietiiUic  part  of  it— all  holders  of 
currency  lose,  by  the  depreciation  of  its  value,  the  e>:.ict  eciuivalcnt  of 
what  the  is5uer  gains.  A  tax  is  virtually  levied  on  them  for  his  benefit. 
It  will  be  objected  by  5ome,  that  gains  are  also  made  by  the  producers 
and  dealers  who,  by  means  of  the  increased  issue,  are  accommodated 
with  loans.  Theirs,  however,  is  not  an  additional  gain^  but  a  portion  of 
that  which  is  reaped  by  the  issuer  at  the  expense  of  all  possessors  of 
money.  The  profits  arising  from  the  contribution  levied  upon  the  public, 
he  does  not  t;eep  lo  himself,  but  divides  with  his  customers. 

Uut  besides  the  benefit  reajied  by  the  issuers,  or  by  others  through 
them,  at  ihe  expense  of  the  public  generally,  there  is  another  unjust  gain 
obtained  by  a  larger  class,  namely  by  those  who  are  under  fixed  pecuniary 
obligations.  All  such  persons  are  freed,  by  a  depreciation  of  the  currency, 
from  a  portion  of  the  burden  of  their  debts  or  other  engagements  :  m 
other  words,  part  of  the  property  of  their  creditors  ts  gratuitously  trans- 
ferred to  them.  On  a  superficial  view  it  may  be  imagined  that  this  is  an 
advani.nge  to  industry  ;  sin<!e  the  productive  classes  are  great  borrowers, 
and  generally  owe  larger  debts  lo  the  unproductive  (if  we  include  among 
the  latter  all  persons  not  actually  in  business)  than  the  unproductive 
classes  owe  lo  them ;  especially  if  the  national  debt  be  included.  It  is 
only  thus  that  a  general  rise  of  prices  can  be  a  source  of  benefit  to  pro- 
ducers and  dealers ;  by  diminishing  ilie  pressure  of  their  fixed  burdens. 
And  this  might  be  accounted  an  advantage,  if  integrity  and  good  faith 
were  of  no  iinporttince  to  the  world,  and  to  industry  and  commerce  in 
particular.  Not  many,  however,  have  been  found  to  say  that  the  currency 
ought  to  be  depreciated  on  the  simple  ground  of  its  being  desir.ible  to 
Tob  ihc  nalitirial  creditor  and  private  creditors  of  a  pan  of  what  is  in  their 
bond.  'Ihc  schemes  which  have  tended  that  way  have  almost  always 
bad  some  appearance  of  s^jctial  and  circumstantinl  juslificailon,  such  as 
the  necessity  of  compensating  for  a  prior  injustice  committed  in  the  con- 
trary direction. 

§  7.  Tluis  in  Hngl.md,  from  i8ig  to  the  present  lime,  it  has  been  per- 
tinaciously contended,  that  a  large  portion  of  the  national  debt,  and  a 
multitude  of  private  debts  still  iti  existence,  were  contracted  between 
1797  and  i8iy,  when  the  Uiinl:  of  Kngland  was  exempted  from  giving 
cash  fur  its  notes  ;,  and  lEiat  it  is  grossly  unjust  to  Iwrrowers  (that  is,  in 
the  case  of  the  national  debt,  to  aJI  tax-p.iyers)  that  they  should  now  be 
paying  interest  on  the  same  n0min.1l  sums  in  a  currency  of  full  value, 
which  were  borrowed  in  a  depreciated  one.  llic  depreciation,  according 
to  the  views  and  objects  of  the  particular  writer,  h  represented  to  have 
aveniged  thirty,  fifty,  or  even  more  than  (ifty  per  cent.  ;  and  the  con- 
clusion is,  that  either  we  ought  to  return  to  this  de[ircciatcd  currency,  or 
to  strike  off  from  the  national  debt,  and  from  private  debts  of  old  stand- 
ing (such  as  morig.igcs),  a  percentage  corresponding  to  the  estimated 
amount  of  the  depreciation. 

fo  this  doctrine,  the  following  is  the  answer  usually  made,    Granting 
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ihat,  by  returning'  lo  cish  payments  ivithout  lowering  llic  slnndard^  a.\\ 
injustice  was  done  lo  debtors,  in  holding  them  liable  for  the  same  amoLuit 
of  a  currency  enhanced  in  value,  whicli  tlicy  had  bon-oived  while  it  was 
depreciated  ;  it  is  now  too  late  lo  make  reparation  for  Ihis  injury.  Thfl 
debtors  and  creditors  of  to-day  are  not  the  debtors  and  creditors  of  1819  ; 
the  lapse  of  ye.115  has  entirely  altered  the  pecuniary  relations  of  thfi 
community ;  and  it  being  impossible  now  to  ascertain  the  particuliii 
persons  who  were  either  henelited  or  injured,  to  attempt  to  retrace  oui 
steps  would  be  not  irdrcssing  a  wrong^,  but  supcraddins"  a  second  act  ol 
widespread  injustice  to  the  one  already  committed.  This  argument  i» 
certainly  conclusive  on  the  practical  quesiion ;  but  it  places  the  huncst 
conclusion  on  too  narrow  and  too  low  a  ground.  It  concedes  that  ihft 
measure  of  i8'g,  called  Peel's  Bili,hywhirh  cash  payments  were  resumed 
at  the  orifiinal  standard  of  y.  \ys.  io)rf.,  was  really  the  injustice  it  is  said 
to  he.  This  is  an  admission  wholly  opposed  Co  the  truth.  Parliament 
had  no  alternative :  it  was  absolutely  bound  to  adhere  to  the  aclcnow- 
Icd^^ed  standard  ;  as  may  be  shown  on  three  distinct  grounds,  two  of  fuctg 
ajid  one  of  principle.  , 

The  reasons  of  fart  are  these.  In  the  first  place,  it  is  not  true  that  thfl 
debts,  private  or  public,  incurred  during"  the  Bank  restriction,  were  con- 
tracted in  a  cuircncy  of  lower  value  than  that  in  which  the  interest  is  now 
paid.  It  is  indeed  true  that  the  suspension  of  the  obligation  to  pay  in 
specie,  did  put  it  in  the  power  of  the  Bank  to  depreciate  the  currency. 
It  is  true  also  that  the  Bank  really  exercised  that  power,  though  lo  a  far 
less  extent  than  is  often  pretended ;  since  the  di0ercnce  between  the 
market  price  of  gold  and  the  mint  valuation,  during  the  jj-reatcr  part  o| 
the  interval,  was  very  iriding,  and  when  it  was  greatest,  during  the  last 
five  years  of  the  war,  did  not  mxidi  exceed  thirty  per  cent.  To  the  esieill 
of  thai  difference,  the  currency  was  depreciated,  that  is,  its  v.ilue  wa» 
below  that  of  the  standard  to  which  it  professed  to  adhere.  But  the  state 
of  Europe  at  that  time  was  such— there  was  so  unusual  an  absorption  o£ 
the  precious  melals  by  hoarding;,  and  by  the  military  chests  of  ihc  vast 
armic5  which  then  desolated  the  Continent,  that  the  value  of  the  standard 
itself  was  very  considerably  raised  :  and  the  best  authorities,  among 
whom  it  is  sufificient  lo  name  Mr.  Tooke,  have,  after  an  elaborate  invesf 
ligation,  satisfied  themselves  that  the  difference  between  paper  ant 
bullion  was  not  greater  than  the  enhancement  in  value  of  gold  itself,  antj 
that  the  paper,  though  depreciated  relatively  to  the  then  value  of  gold, 
did  not  sink  below  the  ordinary  value,  at  other  times,  either  of  gold  or  o 
a  convertible  paper.  If  this  be  true  fand  the  evidences  of  the  fact  an 
conclusively  stated  in  Mr.  Tooke's  lifslory  of  Prices)  the  foundation  a 
the  whole  case  against  the  fundholdcr  and  other  creditors  on  the  ground 
of  depreciation  is  subverted. 

But,  secondly,  even  if  the  currency  had  really  been  lowered  in  value  a| 
each  period  of  the  B;ink  restriction,  in  the  same  degree  in  which  it  was 
depreciated  in  relation  to  its  staiidarii,  wc  must  remember  lliat  a  part 
only  of  the  national  debt,  or  of  other  uermanent  engagements,  was 
incurred  during  the  Bank  lestriciion.  A  large  part  had  been  contracted 
before  1797  ;  a  still  larger  during  the  early  years  of  the  restriction,  when 
the  difference  between  paper  and  gold  was  yet  small.  To  the  holders  d 
the  former  part,  an  injury  was  done,  by  paying  the  interest  for  twcnty-tw^i 
years  in  a  dcprcciiitcti  currency  :  those  of  the  second,  suffered  an  injury 
tjiuiag  tljc  years  in  which  the  interest  was  paid  in  a  currency  mon 
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dciirctlated  than  ttial  in  whic^  the  loans  were  contracted.  To  h.ive 
resumed  cash  payments  ill  a  luwer  stnndaid  would  have  been  to  per- 
petuate ihe  injury  to  these  iwo  rlasses  nf  creditors,  in  order  im  avoid 
g^iving  an  undue  benefit  to  a  third  class,  who  had  lent  their  money  during 
the  few  years  of  greatest  depredation.  As  it  is,  there  was  an  niider- 
payinent  to  one  set  of  persons,  and  an  overpayment  to  anoilier.  The 
late  Mr.  Mushet  took  the  irtiuhlc  to  make  an  arJthtnetical  comparison 
"between  the  two  amaunts.  He  ascertained  by  calculation,  that  if  nn 
account  had  been  made  out  in  iSig,  of  what  ihe  fuudhotdera  had  gained 
and  lost  by  the  vari.itlon  of  the  paper  currency  from  its  standard,  they 
would  have  been  found  as  a  body  to  have  been  losers  ;  so  that  if  any 
compensation  was  due  on  the  ground  of  depreciation,  it  would  not  be 
from  the  Tundholdcrs  collectively,  but  /o  tlicm. 

Thus  it  is  with  the  facts  of  the  case  But  these  reasons  of  fact  are  not 
Ihe  strongest.  There  is  a  reason  of  jirindulc,  still  more  powerful. 
Suppose  that,  not  a  pn.it  of  ibe  debt  merely,  dui  the  whole,  had  been 
contracted  in  a  depreciated  currency,  depreciated  not  otily  in  comparison 
with  its  standard,  but  with  its  own  value  hefore  and  after  ;  and  that  wc 
are  now  paying-  the  interest  of  this  debt  in  a  currency  fifty  or  even  a 
hundred  per  cent,  ixiore  valuable  than  that  in  which  it  was  contracted. 
^™  What  difference  would  this  make  in  the  obligation  of  pacing  it,  if  the 
^Kcondilion  that  it  should  be  so  paid  was  part  of  the  original  compact? 
^"  Now  this  is  not  only  truth,  but  less  than  the  inith.  The  cnmjnct  siipvikled 
better  terms  for  the  fundholder  than  he  has  received.  During  the  whole 
cominuance  of  ihe  Bank  restriction,  there  was  a  parliamentary  pledj^c,  by 
which  the  legislature  was  as  much  bound  as  any  legislature  is  capable  of 
binding  itself,  that  cash  payments  should  be  resumed  on  the  original 
footing,  at  farthest  in  six  months  after  the  conclusion  of  a  general  peace. 
Tliis  was  therefore  an  actual  condition  of  every  loan  ;  and  the  terms  of 
the  loans  were  more  favourable  in  consideration  of  if.  Wllliaut  some 
such  stipuladon,  the  govemnient  could  not  have  expected  to  borrow 
unless  on  the  terms  on  which  men  lend  to  the  native  princes  of  India, 
If  it  had  been  undei-stood  and  avowed  that,  after  borrowing  the  money,, 
the  standard  at  which  it  was  computed  might  be  permanently  lowered,  to 
any  extent  which  to  the  '  collective  wisdom'  cf  a  legislature  of  borrowers 
might  seem  fit — who  can  say  what  rate  of  interest  would  have  been  a 
sufficient  inducement  to  a  person  of  common  sense  to  risk  his  savings  in 
such  an  adventure?  However  much  the  fundholders  had  gained  by  the 
resumption  of  cash  payments,  the  teitns  of  the  contract  insured  their 
giving  ample  value  for  it.  They  gave  value  for  more  than  they  received  ; 
since  Cash  payments  were  not  resumed  iu  six  months,  but  in  as  many 
years,  after  the  peace.  .So  that  waving  all  our  arguments  except  the  last, 
and  conceding  all  the  facts  asserted  on  the  other  side  of  the  question,  the 
fundholders,  instead  of  being  unduly  benefited,  are  the  injured  party  ;  and 
would  have  a  claim  to  compensation,  if  such  claims  were  rot  very  properly 
barred  by  the  impossibijity  of  adjudication,  and  by  the  salutary  general 
maxim  of  law  and  policy, '  iiui>d  interest  rcipubliciC  ut  sit  finis  liliwu.' 
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CHAPTER  XIV. 
or  £xcEss  or  supply. 

5  f.  After  the  elementary  exposition  of  the  theory  of  money  contained 
in  the  last  fen'  chapters,  wc  sliall  return  to  a  <|uestion  in  the  general 
theory  of  Value,  which  could  not  be  saitsfaciordy  discussed  until  the 
nature  and  operations  of  Money  were  in  some  measure  understood, 
bcciuse  the  errors  agsinst  which  we  h.ive  to  contend  mainly  originate  in 
a  misunderstanding-  of  those  operations. 

We  ha^-e  seen  that  the  value  of  e\'erything  pnvirates  towards  a  certain 
medium  point  (which  has  been  called  the  Natural  \'alue),  namely,  that  at 
which  it  exchanges  for  every  other  thing  in  the  mtio  of  iheir  cost  ot 
production.  We  hav-e  seen,  too,  that  the  actual  or  market  value  coincides, 
or  nearly  so,  with  the  natural  value,  only  on  an  average  of  years  ;  and  is 
continually  cither  risinffabove,  or  falling  below  ir,  from  alterations  in  the 
tlemand.  or  casual  tliicluations  in  the  supply :  bet  that  these  variations 
correct  themselves,  ttirough  the  tendency  of  the  supply  tu  accommodate 
itself  to  the  demand  which  exists  for  the  commodity  at  its  natural  value. 
A  general  convergence  thus  results  from  the  bslance  of  opposite  diver- 
gences. Dearth,  or  scarcity,  on  the  one  hand,  and  over-supply,  or,  in 
mercantile  larguage,  ^'liit,  on  the  other,  are  incident  to  all  commodiiies. 
In  the  first  case,  the  commodity  alTords  to  the  producers  or  sellers,  while 
the  deficiency  lasts,  an  unusually  high  rate  of  profit :  in  the  second,  the 
supply  being  in  excess  of  that  for  which  »  demand  exists  at  such  a  value 
as  will  afford  the  ordinary  profit,  the  sellers  must  be  content  with  less,' 
and  must  even,  in  extreme  cases,  submit  to  a  It(S3. 

Because  this  phenomenon  of  over-supply  and  consequent  inconvenience 
nr  loss  to  the  producer  or  dealer,  may  exist  in  the  case  of  any  one 
cnmmodity  whatever,  many  persons,  including  some  distinRiiished 
political  economists,  have  thought  that  it  may  exist  with  rcjjard  to  all 
commodiiies  ;  that  there  may  be  a  general  over-production  of  wealth  ;  r 
Supply  of  commodities  in  the  aggregate,  surpassing  the  dem;uid  ;  and  a 
consequent  depressed  condition  of  all  classes  of  producers.  Against  this 
doctrine,  of  which  Mr,  MalthuB  and  Dr.  Chalmers  in  this  country,  and 
M.  dc  .Sismondi  on  the  Continent,  were  the  chief  apostles,  I  have  already 
contended  in  the  First  Book  ;*  but  it  was  not  possible,  in  that  stage  of 
our  inquiry,  to  enter  into  a  complete  examination  of  an  error  (as  I 
conceive)  essentially  grounded  on  a  misunderstanding  of  the  phenomena 
of  Value  and  Trice. 

The  doctrine  appears  to  me  to  involve  so  much  inconsistency  in  its  ver>' 
conception,  that  I  feel  considcr.iblc  difficulty  in  giving  any  st.ntement  of 
it  which  sh.-dl  be  at  once  clear,  and  satisfactory  to  its  supporters.  They 
sx^Tcc  m  maintaining  that  there  may  be,  and  sometimes  is,  an  excess  of 

tiroductions  in  general  beyond  the  demand  for  thorn ;  that  when  this 
lappens,  purchasers  cannot  he  found  at  prices  ^^llich  will  n-piiy  the  cost 
of  production  with  a  profit ;  that  there  ensues  a  general  depression  of 
prices  or  values  (ihcy  are  seldom  accurate  in  discriminating  between  the 
two),  so  that  producers,  the  more  they  produce,  find  themselves  the 
poorer,  instead  of  richer;  and  Dr.  Chalmers  ^cordingly  inculcates  on 
ca|>ltalists  the  practice  of  a  moral  restraint  in  reference  to  the  pursuit  (rf 
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gain  :  while  SUmondi  deprecates  machinery,  and  the  vntious  invcnLions 
which  increase  productive  power.  They  both  maintain  thatacciirmilatiaii 
of  capital  may  proceed  100  fost,  not  merely  for  ihe  moral,  but  for  the 
mrttcrial  interests  of  those  who  produce  and  accumulate  ;  and  ihey  enjoin 
the  rich  to  gu.ird  against  this  evil  by  an  ample  unproductive  consumption. 

§  2.  When  these  writers  speak  of  the  supply  of  comnmditica  as  out- 
running the  demand,  it  is  not  clear  which  of  the  two  elements  of  demand 
they  have  in  view — the  desire  to  possess,  or  the  means  of  purchase; 
whether  their  meaning  is  th.1l  there  are,  in  such  cises,  more  consumable 
products  in  existence  than  the  public  desires  to  consume,  or  merely  more 
than  it  is  able  to  pay  for.  In  this  uncertainty,  it  is  necessary  to  examine 
both  suppositions. 

First,  let  us  suppose  that  the  ([iiantily  of  commodities  produced  is  not 
greater  than  the  community  would  be  glad  to  consume  :  is  it,  in  that 
case,  possible  that  there  should  he  a  deficiency  of  demand  for  all  com- 
modities, for  want  of  the  me.insof  payment  ?  Those  who  think  so  cannot 
have  considered  what  it  is  which  constitutes  the  means  of  payment  for 
commodities.  It  is  simply,  commodities.  Kach  person's  means  of  pay- 
ing for  the  productions  of  other  people  consists  of  (hose  which  he  himself 
possesses:  All  sellersare  inevitably  and  e-ivt  /^rwim' buyers.  Could  we 
suddenly  double  ihc  productive  powers  of  the  country,  we  should  double 
the  supply  of  commodities  in  every  market,  but  we  shouHd,  by  the  s.ime 
stroke,  double  the  purchasing;  power.  Everybody  would  bring  a  double 
I  demand  as  well  as  supply  ;  everybody  would  be  able  to  buy  twice  as  much, 
because  everyone  would  have  twice  as  much  to  of^er  in  exchange.  It  is 
probable,  indeed,  that  there  would  now  be  a  superfluity  of  certain  things. 
Although  the  community  would  willingly  double  its  aggregate  fonsump' 
tion,  it  mciy  already  h.-ive  as  much  as  it  desires  of  some  commodities,  .ind 
it  may  prefer  to  do  more  than  double  its  consumption  of  others,  or  to 
exercise  its  incre:ised  purchasing  power  on  some  new  thing-.  If  so,  the 
supply  will  adapt  itself  accordingly,  and  the  values  of  things  will  continue 
to  coiiforin  to  their  cost  of  production.  At  any  rate,  it  is  a  sheer  absurdity 
that  all  ihinjjb  should  fall  in  value,  and  that  all  producers  should,  in  con- 
sequence, be  insufficiently  remuner.ited.  If  values  remain  the  same, 
what  becomes  of  prices  is  immateri.^l,  since  the  remuneration  of  producers 
docs  not  depend  on  how  much  money,  but  on  how  much  of  consumable 
articles,  they  obtain  for  their  goods.  Besides,  money  is  a  commodity  ; 
and  if  all  commodities  are  supposed  to  he  doubled  in  quantity,  we  must 
suppose  money  to  be  doubled  too,  and  then  prices  would  no  more  fall 
than  values  wculd. 

^  3.  A  general  over  supply,  or  excess  of  all  commodities  above  the 
demand,  so  far  as  demand  consists  in  means  of  payment,  is  thus  shown  to 
be  an  impossibility.  But  it  may  perhaps  be  supposed  that  it  is  not  the 
ability  to  parchasc.  but  the  de&ire  to  possess,,  that  falls  short,  and  that  the 
j^cneral  produce  of  industry  may  be  gvctter  than  the  community  desires 
to  consume — the  part,  at  least,  of  the  community  which  has  an  equivalent 
to  give.  It  is  evident  enough,  that  produce  makes  a  market  for  produce, 
and  that  there  is  wealth  in  the  country  with  which  to  purcluise  all  the 
wealth  in  the  country  ;  but  those  who  have  the  means,  may  not  have  the 
wants,  and  t^ose  who  have  the  wants  may  be  without  the  means.  A 
portion,  therefore,  of  the  comntodilies  produced,  may  be  unable  to  find  a 
market,  from  the  absence  of  means  in  those  who  have  the  desire  ta  coa- 
suine,  and  th^  want  of  desire  in  those  who  have  the  means. 
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This  is  much  ilic  most  plausible  form  of  the  doctrine,  and  dcxis  not, 
like  that  which  \vc  first  examined,  involve  a  con trudi<: lion,  'i  here  may 
e.i.5ily  be  a  greater  quantity  ot  any  particulur  commuiluy  lliati  is  desired 
Liy  ihusc  who  have  the  abiuly  to  purcliase,  and  it  is  abstracledly  mncc-iv- 
aljle  that  this  might  be  the  case  with  all  commodities.  The  error  is  in 
not  perceiving  that  altlious^h  all  who  have  an  equivalent  to  give,  w«i,'A/  be 
fully  provided  with  every  consumable  anicle  which  they  desire,  the  fact 
that  they  yo  on  adding  to  the  prodiictton  proves  that  this  is  not  aciually 
the  case.  Assume  the  most  favourable  hypothesis  for  the  purpose,  that 
of  a  limited  commtinity,  every  member  of  wliich  possesses  as  much  ol 
necessaries  and  of  all  known  luxuries  as  he  desires  :  and  since  il  is  not 
conceivable  that  persons  whose  wants  were  completely  satisfied  would 
labour  and  economise  to  obtain  what  they  did  not  desire,  suppose  that  a 
foreigner  arrives,  and  produces  an  additional  quantity  of  something  oi 
which  there  was  already  enoujjh.  Here,  it  will  be  said,  is  over-pruduc- 
lion  :  true,  1  reply  ;  over-prudiiction  of  that  particular  article  :  the  com- 
munity wanted  no  more  of  that,  but  It  wanted  something.  The  old 
inhabitants,  indeed,  wanted  nothing  ;  but  did  not  the  foreit:.'ner  himsell 
want  something?  When  he  produced  the  superlluous  article,  was  he 
labouring  without  a  motivei'  He  has  produced,  but  the  wrong  thing 
instead  of  the  right.  He  wanted,  perhaps,  food,  and  has  produced 
watches,  with  which  everybody  was  sufficiently  supplied.  The  newcomer 
brought  with  him  inio  the  country  a  demand  for  commodities,  equal  lo  all 
that  he  could  produce  by  his  industry,  and  it  was  his  business  to  sec  that 
the  supply  he  brought  should  be  suirable  to  that  demand.  If  he  could 
not  prtKluce  something' capable  of  exciting  a  new  want  or  desire  in  the 
community,  for  the  satisfaclion  of  which  some  one  would  grow  more  food 
and  give  it  to  him  in  exchange,  be  had  the  alternative  af  j^rowing  food  for 
himself ;  cither  on  fresh  land,  if  there  was  any  unoccupied,  or  as  a  tenant, 
or  partner,  or  servant,  of  some  former  occupier,  willing  to  be  partially 
relievetl  from  labour.  He  has  produced  a  thing  not  wanted,  instead  of 
what  was  wanted  ;  and  he  himself,  perhaps,  is  not  the  liind  of  producer 
whrh  is  wanted  ;  but  there  is  no  over  production  ;  production  is  not  exces- 
sive, but  merely  ill  assorted,  We  saw  before,  that  whoever  brings 
additional  commodities  to  the  market,  brings  an  additional  power  of 
purchase  ;  wc  now  see  that  he  biings  also  an  additional  desire  to  con- 
sume ;  since  if  he  had  not  that  desire,  he  would  not  have  troubled  himself 
to  produce.  Neither  of  the  elements  of  demand,  the»efore,  can  be  want- 
ing, when  there  is  an  additional  supply  ;  though  it  is  perfectly  possible 
that  the  demand  may  be  for  one  thing,  and  the  supply  may  unfortunately 
consist  of  another. 

Driven  to  his  last  retreat,  an  opponent  may  perhaps  allege,  that  there 
are  persons  who  produce  and  accumulate  from  mere  habit ;  not  because 
they  h.ivc  any  object  in  growing  richer,  or  desire  to  add  in  any  respect 
to  their  consumption,  but  from  t'/r  imrlice.  They  continue  producing 
because  the  inachine  is  ready  mounted,  and  save  and  reinvest  their 
savings  because  they  have  nothing  on  which  they  care  to  expend  ihcm. 
1  grant  that  this  is  possible,  and  in  same  few  instances  probably  hapjiens  ; 
but  these  do  not  in  the  smallest  degree  afteci  our  conclusion.  For,  what 
do  these  persons  do  with  their  savings  ?  They  invest  them  productively  j 
that  is,  expend  them  in  employing  labour.  In  other  words,  having  a  pur- 
chasing power  belonging  to  them,  nioie  than  they  know  what  to  do  with, 
they  m.'ikc  over  the  surplus  of  it  for  (be  general  benefit  of  the  labouring 
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clas3.  Now,  will  that  class  also  not  know  what  to  do  with  it  ?  Arc  vc  to 
Rupposc  that  they  too  have  their  wants  perfectly  satiafitd,  and  go  on 
labouring  from  mere  habit?  Until  this  is  the  case  ;  until  tlie  working 
classes  liave  also  reached  the  point  of  satiety — there  will  ha  no  waut  o( 
demand  for  llie  produce  of  capit.Tl,  however  r.ipidly  il  may  accumulate  : 
since,  if  there  is  iiolhing  else  for  it  to  do,  it  car4  always  find  cmpioyineiit 
in  producing  the  necessaries  or  luxiiiies  of  the  laboiirinp  class.  And  when 
they  too  had  no  further  desire  for  necessaries  or  luxuries,  ihcy  would  take 
the  benefit  of  any  further  increase  of  wages  by  diminishing  their  work  ; 
so  that  the  over-production  which  then  for  the  first  lime  would  be  possible 
in  idea,  could  not  even  ihen  take  place  in  Tict,  for  want  of  labourers. 
Thus,  in  whatever  manner  the  quesiion  is  looked  at,  even  though  \vc  go 
to  the  extreme  verge  of  possibility  lo  invent  a  supposition  favourable  to  it, 
the  theory  of  g-eneral  over-production  implies  an  absuidity, 

§  4.  What  then  is  it  by  which  men  who  have  reJiected  much  on 
economical  phenonieua,  and  ba\e  even  conlribulcd  to  throw  new  light 
upon  thenj  by  original  speculations,  have  been  led  to  embrace  so  irrational 
a  doctrine?  I  conceive  them  to  have  been  deceived  by  a  mistaken 
interpretation  of  certain  mercantile  facts.  They  imagined  that  the  possi- 
bility of  a  general  oversupply  of  commodities  was  proved  by  expcnence. 
They  behevcd  that  they  saw  this  phenomenon  in  certain  conditions  of  the 
markets,  the  tnie  explanation  of  which  is  totally  different. 

I  have  already  described  the  slate  of  (he  marl:ets  for  commodities 
which  accompanies  what  is  termed  a  commercial  crisis.  At  such  times 
there  is  really  an  excess  of  all  commodities  above  the  money  demand  ;  in 
other  words,  there  is  an  under-sLppIy  of  money.  From  the  sudden 
annihilation  of  a  great  mass  of  credit,  evci-y  one  dislikes  to  part  with 
ready  money,  and  many  nrc  anxious  to  prncurc  it  at  any  sacrifice. 
Almost  everybody  ihertrfore  is  a  seller,  and  (here  are  scarcely  any 
Inryers  :  so  that  there  may  really  be,  though  only  while  the  crisis  lasts, 
an  extreme  depression  of  general  prices,  from  what  may  he  indiscrimin- 
ately called  a  glut  of  commodities  or  a  dearth  of  money,  But  it  is  a  great 
error  to  suppose^  with  Sismondi,  that  a  commercial  crisis  is  the  effect  of  a 
general  excess  of  production.  It  is  simply  the  consequence  of  an  excess 
of  si»cculative  purchases.  It  is  not  a  gradual  advent  of  low  prices, 
but  a  sudden  recoil  from  prices  extravHgnntly  high  :  its  immediate  c^iuae 
is  a  contraction  of  credit,  and  the  remedy  is,  not  a  diminution  of  supply, 
but  the  restoration  of  confidence.  It  is  also  evident  that  this  temporary 
derangement  of  markets  is  an  evil  only  because  it  is  temporaiy.  The  fall 
being  solely  of  money  prices,  if  iniccs  did  not  rise  again  no  dealer  would 
lose,  since  the  smaller  price  would  he  worth  as  much  to  him  as  the  larger 
price  »v;i5  before.  In  no  manner  does  this  phenomenon  answer  to  the 
description  which  these  celebrated  economists  have  given  of  the  evil  of 
over-production.  That  permanent  decline  iu  the  circumstances  of  pro- 
ducers, for  want  of  markets,  which  those  writers  contemplate,  is  a 
conception  to  which  the  nature  of  a  commercial  crisis  gives  no  support. 

The  other  phencmenon  from  which  the  notion  of  a  general  excess  o£ 
wealth  nnd  superfluity  of  acciunulation  seems  to  deiJve  countenance,  is 
one  of  a  more  perinanent  nature,  namely,  the  fall  of  profits  and  interest 
which  naturally  takes  place  with  the  progress  of  population  and  produc- 
tion. The  cause  of  this  decline  of  profit  is  the  increased  cost  of  maintaining 
labour,  \vhich  results  from  an  increase  of  population  and  of  the  demand 
for  food,  outstripping  the  advance  of  agricultural  improvement.     This 


important  feature  in  the  economical  progress  of  nations  will  receive  full 
cotisidcrnlion  and  discussion  in  ihe  succeeding  Book.*  It  is  obviously  ii 
totally  different  tiling  from  a  want  of  market  for  commodities,  though 
often  confounded  wttli  it  in  the  complaints  of  the  producing-  and  trading 
classes.  The  true  interpretation  of  the  modem  or  present  stale  of  industrial 
economy,  is,  that  there  is  hardly  any  amount  of  business  which  may  not 
be  done,  if  people  will  be  content  to  do  it  on  small  protits  ;  and  this,  all 
active  and  intelligent  persons  in  business  perfectly  well  know  :  bnt  even 
those  who  comply  with  the  necessities  of  iheir  lime,  gnimble  at  what  they 
comply  with,  and  wish  (hat  there  were  less  capital,  or,  as  they  express  it, 
less  competition,  in  order  that  there  might  be  greater  profits.  Low  profits, 
however,  are  a  different  thing  from  dtficicucj-  of  demand  :  and  tlie  produc- 
tion and  accumulation  which  merely  reduce  profits,  cannot  be  callea  excess 
of  supply  or  of  productmn.  \Vliat  the  phenomenon  really  is,  and  its 
effects  and  necessary  limiiSj  will  be  seen  when  we  treat  of  that  express 
subject. 

1  know  not  of  any  economical  facts,  except  the  two  I  have  specified, 
which  can  have  given  occasion  to  the  opinion  that  a  c^cncral  over-produc- 
tion of  commodilies  ever  presented  itself  in  actual  experience.  I  am 
convinced  that  tliere  is  no  fact  in  commercial  affairs,  which,  in  order  to  its 
explanation,  stands  in  need  of  that  chimerical  supposition. 

The  point  is  fundamental  ;  any  difference  of  opinion  on  it  involves 
radically  different  conceptions  of  Political  Economy,  especially  in  its 
practical  aspect,  On  the  one  view,  we  have  only  to  consider  how  a  suffi- 
cient production  may  be  combined  with  (he  best  possible  distribution,  but 
on  the  other  there  is  a  third  thing'  to  be  considered— how  a  market  can  be 
created  for  produce,  or  how  producticin  can  be  limited  to  the  capabilities 
of  the  market.  Besides  ;  a  thcor>'  so  essentially  self-contr.'idictory  cannot 
intrude  itself  without  carrying  confusion  into  the  very  heart  of  the  subject, 
and  mnking  it  impossible  even  to  conceive  with  any  distinctness  many  of 
the  more  complicated  economical  workings  of  society.  This  error  has 
heen,  I  conceive,  fatal  to  the  systems,  as  systems,  of  the  (hi-ee  dis- 
tinguished economists  to  whom  I  before  referred,  Malthus,  Chalmers,  and 
Sisinondi ;  ail  of  whom  have  admirably  conceived  and  explained  several 
of  the  clementai7  theorems  of  political  economy,  but  this  fatal  miscon- 
ception has  spread  itself  like  a  veil  between  them  and  the  more  difficult 
portions  of  the  subject,  not  suffering  ore  ray  of  light  to  penetrate.  ■  Still 
more  is  the  same  confused  idea  constantly  crossing  and  bewildering  the 
speculations  of  minds  inferior  to  theirs.  It  is  but  justice  to  two  eminent 
names,  to  call  attention  to  the  fact,  that  the  merit  of  having  placed  this 
most  important  point  in  its  true  light,  belongs  principally,  on  the  Con- 
tinent, to  the  judicious  J.  B.  Say,  and  in  this  country  to  Mr.  Mill ;  who, 
(besides  the  conclusive  exposition  which  he  gave  of  the  subject  in  his 
Elements  of  Political  Economy),  had  set  forth  the  correct  doctrine  with 
great  force  and  clearness  in  an  eai-ly  pamphlet,  called  forth  by  a  tem- 
porary controversy,  aJid  entitled, '  Commerce^  Defended  f  the  first  of  his 
writings  which  attained  any  celebrity,  and  which  he  prized  more  as  having 
been  his  first  introduction  to  the  friendship  of  David  Ricaido,  the  most 
valued  and  most  intimate  friendship  of  his  life. 

*  Infra,  book  iv.  cb,  4,  .* 
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§  I.  Thkrf.  has  been  much  discussion  among  political  economists 
respecting  a  Measure  of  Value.  An  importance  has  been  attached  to  the 
subject,  greater  than  it  deserved,  and  what  has  been  written  respecting  il 
lias  contributed  not  a.  little  to  the  reproach  of  logomacrhy,  which  is 
brought,  with  inuth  exaggeration,  but  not  attogciher  without  ground, 
against  the  speculations  of  political  economists.  It  is  necessary  however 
to  touch  upon  the  subject,  if  only  to  show  hoiv  little  there  is  ta  be  said 
on  it 

c\  Measure  of  Value,  in  the  ordinnry  sense  of  the  word  measure,  would 
niean,  something,  hy  comparison  with  which  wo  may  ascertain  what  is  the 
vahie  of  any  other  thing.  When  we  con&ider  farther,  that  value  itself  is 
relative,  and  that  two  things  arc  necessary  to  constitute  it,  independently 
of  the  third  thing  which  is  to  measure  it ;  we  may  define  a  Meaguie^of 
Vfllue  to  be  something,  by  comparing  with  which  any  two  othei""  things,  we 
may  infer  their  value  m  relation  to  one  anolher. 

In  this  sense,  any  commodity  will  sen-e  as  a  measure  of  value  al  a  given 
time  and  place  ;  since  we  can  always  infer  the  proportion  in  which  things 
exchange  for  one  anctber,  when  we  know  the  proportion  in  which  each 
exchanges  for  any  third  thing.  To  serve  as  a  convenient  measure  of 
value  is  one  of  the  fiinclions  of  the  commodity  selected  as  a  medium  of 
exchange.  It  is  in  that  commodity  that  the  values  of  all  other  things  are 
habitually  estimated.  We  say  that  one  thing  is  worth  2/.,  another  3/.; 
and  it  is  then  knoivn  wiihout  express  statement,  that  one  is  worth  two- 
thirds  of  the  other,  or  that  the  things  exchange  for  one  another  in  the 
profjorlion  of  2  to  3.     Money  is  a  complete  measure  of  their  value. 

But  the  dcsideraltim  sought  by  political  economists  is  not  a  measure  of 
the  value  of  things  at  the  same  time  and  place,  but  a  measure  of  the  value 
of  the  same  thing  at  difTcrent  limes  and  places  :  something  hy  comparison 
with  which  it  may  be  known  whether  any  given  thing  is  of  greater  or  less 
value  now  than  a  century  ago,  or  in  this  country  than  in  America  or 
China.  And  for  this  also,  money,  or  any  other  commndily,  will  Ber\'G 
quite  as  well  as  at  the  same  time  and  place,  provided  wc  can  obtain  the 
same  data  ;  provided  we  are  able  to  compare  with  the  measure  not  one 
commodity  only,  but  the  two  or  more  which  aie  necessary  to  the  idea  of 
value.  If  wheat  is  now  jot.  the  quaiier,  and  a  fat  sheep  tlie  same,  and  if 
in  the  time  of  Henry  the  Second  wheat  w.is  20s.,  and  a  sheep  io.t.,  we 
know  that  a  quarter  of  wheat  was  then  worth  two  sheep,  and  is  now  only 
worth  one,  and  that  the  value  therefore  of  a  sheep,  estimated  in  wheat,  is 
twice  as  great  as  it  was  then  ;  quite  independently  of  the  value  of  money 
at  the  two  periods,  either  in  relation  to  those  two  articles  (in  respect  to 
both  of  which  wc  suppose  it  to  have  fallen),  or  to  other  commodities,  in 
respect  to  which  we  tieed  not  make  any  supposition. 

What  seems  to  be  desired,  however,  by  writers  on  the  subject,  is  some 
means  of  ascerlaining  the  value  of  a  commodity  by  merely  comparing  it 
withihe  measure, without  referring  it  spcciallytoanyother  given  commodity. 
They  would  wish  to  be  able,  from  the  mere  fact  that  wheat  is  now  coj", 
the  quarter,  and  was  formerly  20jr.,  to  decide  whether  wheat  has  varien  in 
its  value,  and  in  what  degree,  without  selecting  a  second  commodity,  such 
AS  sheep,  to  compare  it  with  ;  because  they  are  not  desirous  of  knowing 
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how  much  wheat  lias  varied  in  \*alue  relatively  to  sheep,  hut  how  much  It 
has  varied  relatively  to  things  in  general. 

The  first  obstacle  arises  from  the  necessary  indefiniteness  of  the  idea 
of  general  exchange  value—value  in  relation  not  to  some  one  commodity, 
hut  to  commodities  at  large.  Even  if  we  knew  exactly  how  much  a 
quarter  of  wheat  would  have  purchased  at  the  earlier  period,  of  every 
markeiahle  nrticle  considered  separately,  and  tliat  it  will  now  purchase 
more  of  some  things  and  less  of  others,  we  should  often  find  it  im]>os- 
sible  to  say  whether  it  had  risen  or  fallen  in  relation  to  things  in  general. 
How  rautb  more  impossible  whc(\  we  only  know  how  ii  has  varied  iii 
lelalion  to  the  measure.  To  en.ible  the  money  price  of  a  thing  at  two 
different  periuds  to  measure  the  quantity  of  things  in  general  which  it  will 
exchange  for,  the  same  sum  of  money  must  correspond  at  hoth  periods 
to  the  same  quaniily  of  things  in  general,  that  is,  money  must  alwa>*s  have 
the  same  exchange  value,  the  same  geueial  purchasing  power.  Now,  not 
only  is  this  not  Iruc  of  money,  or  of  any  other  commodity,  but  we  cannot, 
even  in  mere  hypothesis,  suppose  any  state  of  circumstances  in  which  it 
would  be  Hue. 

§  2.  A  measure  of  exchange  value,  therefore,  being  impossible,  writers 
liave  formed  a  notion  of  someihing,  under  the  name  of  a  measure  of 
value,  which  would  be  more  ]>rQperiy  termed  a  measure  of  cost  of  pro- 
duclitjo.  They  have  imagined  a  commodity  invariably  produced  by  the 
same  quatiLitj'  of  labour ;  to  which  supposition  it  is  necessary  to  add,  titat 
the  fi.\ecl  capital  employed  in  llie  production  must  bear  always  the  same 
proportion  to  the  wages  of  the  immediate  labour,  and  must  be  always  of 
the  same  durability  :  in  short,  the  same  capita!  must  he  advanced  for  the 
same  length  of  time,  so  th;j[  the  element  of  value  which  consists  of  profits, 
as  well  as  that  wliich  consists  of  wages,  may  be  unchangeable.  Wa 
should  then  have  a  commodity  always  produced  under  one  and  the  same 
combination  of  all  the  circumstances  which  affect  permanent  value.  Such 
a  commodity  would  be  by  do  means  constant  in  its  exchange  value  ;  for 
(even  without  reckoning  the  fiuctuations  arising  from  supply  and  demand) 
its  pxdiange  v.-vlue  would  be  altered  by  every  change  in  the  circumstances 
of  production  of  the  things  against  which  it  was  exckiJi3;ed,  But  if  there 
existed  such  a  commodity,  \vc  should  derive  this  advantage  from  it,  that 
nhencver  any  other  thing  varied  in  relation  to  it,  we  should  know  that  the 
Cause  of  variation  was  not  in  il,  but  in  the  other  thing.  It  would  thus  be 
fitted  to  serve  as  a  measure,  not  indeed  of  the  value  of  other  things,  but 
of  their  cost  of  production.  If  a  commodity  acquired  a  greater  permanent 
purchasing  power  in  relation  to  the  inv.ariable  commodity,  its  cost  of  pro- 
duction must  have  become  greater  ;  and  in  the  contrary  case,  less.  This 
measure  of  cost,  is  what  political  economists  have  generally  meant  by  a 
measure  of  value. 

IJut  a  measure  of  cost,  though  perfectly  conceivable,  can  no  more  exist 

in  fttcl,  than  a  measureof  exchange  value.    There  is  no  commodity  which 

is  invariable  in  its  cost  of  pi-oduciinn.    Cold  comes  nearest  to  the  idea ; 

but  gold  is  liable  to  vary  in  cost  of  production,  from  the  exhaustion  of 

old   mines,  the  discovery  of  new,  and   improvements   in  the  mode  of 

working.     If    wc    attempt    to    ascertain    ihc    changes    in    the    cost  of 

Auction  of  any  commiidily  from  the  changes  in  its  money  price,  iho 

ision  will  require  to  he  coiTCCled  by  the  best  allowance  we  can 

Ibr  (he  intermediate  ch:)ngc5  in  the  cost  of  the  production  of  mouey 
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Ailam  Smkh  fancied  Ihat  there  were  two  commodities  peculiarly  fined 
to  serve  as  a  measure  of  value  :  com,  and  inboiir.  Of  com,  he  said  that 
although  its  value  fluctuates  much  from  year  to  j-ear,  it  does  not  vary 
greatly  from  cenlur>'  to  century.  This  we  now  know  to  be  an  error :  corn 
tends  to  rise  in  cost  of  productiOli  with  every  Increase  of  population,  and 
to  fall  with  every  improvement  in  agriculture,  either  in  the  country  itself, 
or  in  any  foreign  country  from  which  it  draws  a  portion  of  its  supplies. 
The  supposed  constancy  of  the  cost  of  the  production  of  com  depends  on 
the  maintenance  of  a  complete  equipoise  between  these  antagonizing 
forces^  an  equipoise  wliidi,  if  ever  realized,  can  only  be  accidental.  With 
respect  to  labour  as  a  measure  of  value,  the  language  of  Adam  Smith  is 
not  unifomi.  He  sometimes  speaks  of  it  as  a  good  ineasure  only  for  short 
periods,  saying  that  the  value  of  labour  [or  wag'cs)  does  not  vary  much 
from  year  to  year,  though  it  does  from  generation  to  generation.  On 
other  occasions  he  speaks  as  if  labour  were  intrinsically  the  most  proper 
measure  of  value,  on  the  j.Tound  that  one  day's  ordinary  niusculaT  exertion 
of  one  man,  may  be  looked  upon  as  always,  to  him,  the  same  amount  of 
tffort  or  sacrifice.  But  this  proposition,  whether  in  itself  admissible  or 
not,  discards  the  idea  of  exchange  vahie  altogether,  substituting  a  totally 
Afferent  idea,  more  analogous  to  value  in  use.  If  a  day's  labour  will 
mrchase  in  America  twice  as  mudi  of  ordinary  consumable  articles  as  in 
ngland,  it  seems  a  vain  subtlety  tn  insist  on  saying  that  labour  is  of  the 
same  value  in  both  countries,  and  that  it  is  the  value  of  the  other  things 
which  is  different.     Labour,  in  this  case,  maybe  correctly  said  to  be  twice 

valuable,  both  in  the  market  and  to  the  labourer  himself,  in  America  as 
in  England. 

If  the  object  were  to  obtnin  an  approximate  measure  by  which  to 
estimate  v.ilue  in  use,  perhaps  nothing  belter  could  be  chosen  than  one 
da.)''a  subsistence  of  an  average  man,  reckoned  in  the  ordinary  food 
consumed  by  the  class  of  unskilled  labourers.  If  in  America  a  pound  of 
maiie  tiour  will  support  a  labouring  man  for  a  day,  a  thing  might  be 
deemed  more  or  less  valuable  in  proportion  to  the  number  of  pounds  of 
maize  flour  it  exchanged  for.  If  one  thing,  either  by  itself  or  by  what  it 
would  purchase,  could  maintain  a  labouring  man  for  a  day,  and  another 
conld  maintain  him  for  a  week,  there  would  be  some  reason  in  s.-iying  that 
the  one  was  wonh,  for  ordin;iiy  human  uses,  seven  limes  as  muLh  as  the 
other.  But  this  would  not  measure  the  wonh  of  the  thing  to  its  possessor 
for  his  own  purposes,  which  might  be  greater  to  any  amount,  though  it 
could  not  be  less,  than  the  worth  of  the  food  which  the  thing  would 
purchase. 

The  idea  of  a  Measure  of  Value  must  not  be  confounded  with  the  idea 
of  the  regulator,  or  determining  principle,  of  value.  When  it  is  said  by 
Kicardo  and  others,  that  the  value  of  a  thing  is  regulated  by  quantity  of 
labour,  ihey  do  not  mean  the  quantity  of  labour  for  which  the  thing  wilt 
exchange,  but  the  (]uantity  required  for  producing  it.  This,  they  mean  to 
afiiiTn,  determines  its  value  ;  causes  it  to  be  of  the  value  it  is,  and  of  no 
other,  liut  when  Adan\  Smith  and  M.ilthus  say  that  labour  is  a  measure 
devalue,  they  do  not  mean  the  labour  by  which  the  thing  was  or  r.in  Iw 
made,  but  the  quantity  of  labour  which  it  will  exchange  for,  or  purchase  ; 
in  other  words,  the  value  ofthe  thing,  estimated  in  labour.  And  Ihcy  do 
tiot  mean  that  this  rtguinfir^  the  general  exchange  value  of  the  thing, 
vOr  h.15  any  effect  in  determining  wh.it  that  value  shall  be,  hut  only 
liscertains  what  it  is,  and  whether  and  how  much  it  varies  from  time  to 
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production  does  uot  determbc  tlielr  prices,  but  the  sum  of  the  prices. 
principle  is  wanting  to  apportion  the  expenses  of  production  between 
le  two, 
jince  cost  of  i-^^^'i'^rur^n  -h^rA  faiu  lu^  ^  nnnfl^  rftVCK ^Q  ?^  Lmt  fiLmlue 

[,    The  Ui'lv  is,  tb.it  tVip  d'''"?^^  tnr  n  '•"innj.'^^'fy  vanes  with  its 

thru  [I'.c  viluu  aiJ,i!f;5  itself  so  tbui  tlic  ilcmanJ  iliallTie  tqiial 

!ply.      iliii  ■-iiifi'i"''-  ''"'-  priwclpie  of  leiJarUlion  ivhiili  ur  aix  in 


jse  (hat  n  certain  quantity  of  ^as  is  produced  .in.  I  r    ,  ;    ;    i        uin 
rice,  and  that  the  residuum  of  coke  is  offered  at  a  price  which,  together 
ith  th.it  of  the  gas,  repays  the  expenses  with  the  ordinary  rate  of  profit 
iuppose,  too,  that  at  the  price  put  upon  the  cas  aud  coke  respectively, 
he  whole  of  the  gas  finds  nn  easy  market,  witlioul  either  surphis  or  de- 
icirncy,  but  that  pmch^isers  cannot  be  found  for  all  tht:  coke  correspand- 
ig  to  it.    The  coke  will  be  offered  at  a  lower  price  in  order  to  force  a 
""market.     But  this  lower  price,  log-ether  witli  the  price  of  the  ^as,  will  not 
be  remunerating  :  the  manufttcture,  as  a  whole,  wiil  not  jiay  its  expenses 
with  the  ordinary  profit,  and  will  not,  on  these  terms,  continue  to   be 
carried  on. 
Ti^for_ 

the  proauction  wall  ill         i,.'   ,ii;u  reauceci ;    ana  pnt 
staTTCTgfy yS4JL^Eg^e  juill  -Ji'iicx  of  the  rise  of  pas  and  the  fall  of  coke, 
so  mucHlcss  of  the  first  is  sold,  and  so  much  more  of  the  second,  that 
therej^nowa  market  Um  aU  the  coke  which  ;e^ulls  from  tlie  existing 
extent  of  the.  gas  manufaciuie. 

Or  suppose  the  reverse  case  ;  that  more  coke  is  wanted  at  the  present 
prices,  thijn  can  be  Supplied  by  llie  oporations  required  by  the  existing 
demand  for  gas.    Coke,  being  now  in  deficiency,  will  rise  in  price.    The 
whole  operation  will  yield  more  than  the  usual  rate  of  profit,  and  ad- 
ditional capital  will  be   attracted  to  the  manufacture.     'ITic  unsatisfied 
demand  for  coke  will  be  supplied  ;  but  iliis  cannot  be  done  without  in- 
creasing the  snpply  of  gas  too ;  and  as  the  existing  demand  was  fully 
supplied  already,  an  increased  quantity  can  only  find  a  market  by  lower- 
ing the  price.     The  resuH  ivill  be  that  the  two  together  will  yield  the 
return  requii*ed  by  their  jnint  cost  of  production,  but  that  more  of  this 
ictiirn  than  before  will  be  funiished  by  the  coke,  and  less  by  the  gas. 
Ziinillhrium  will  be  attained  when  the  demand  for  each  article  fits  so  well 
with  the  demand  for  the  other,  that  the  quantity  rer^uired  of  each  is 
exactly  as  much  as  is  generated  in  producing  the  quantity  recjuircd  of  the 
other.     If  there  is  any  surplus  or  deficiency  on  either  side  ;  if  there  is  a 
demand  for  coke,  and  not  a  demand  for  all  the  gas  produced  along  with 
it,  or  vice  vers»;  the  values  and  prices  of  the  two  thiugs  will  so  readjust 
themselves  that  both  shall  find  a  niarket 

When^ th'^'-f ilffi  '"f  "■•  "'"re  commodities  have  a  joint  ^^^  fjj  rirfyTiw. 
tion,  their  natural  values  r^liil^Ul'fi'V  ^"  p,-*:^  fufi^i-  ar.^  'I'ny  w''"'*'  will 
Create  ac!i;Fi     ;    '  '  ',  in  J:hp  pH^^F  thj*  q^iantlilc.^  jp  h-^'''''  'l"*y  •*"* 

sent  forth  '■•■  '-  p>w*<f-    This  theorem  is  not  in  itself  of  any 

great  ii!:r-  '    ini::stratian  it  aJTords  of  the  law  of  demand^ 

and  n  i    i  ■  i       !:  u  coaLoX  production  fails  to  be  iipplicablc, 

tIiat"oiJ;i.i  ^it......|iU:  i-LCiJ.  Ili  ii  i,iipply  the  vacancy,  is  wortliy  of  particular 

attention,  as  we  shall  find  in  the  next  chapter  but  one  that  something  very 
BtmilAr  takes  place  in  cases  of  much  greater  moment. 
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CHAPTER  XIV. 

OF    EXCESS    O"    SUPFLY. 

8  I.  Af'TER  tbe  elementary  exposiiion  of  tTie  theory  of  money  coniained 
in  the  last  few  chapiers,,  we  shall  return  to  a  question  in  the  general 
theory  of  Value,  which  could  not  be  satisfactorily  discussed  until  the 
nature  and  operations  of  Money  were  in  some  measure  underslood^ 
because  the  errors  against  which  we  have  to  contend  maluly  originate  in 
a  misunderstanding  of  those  operations. 

We  have  seen  that  the  value  of  everything-  gravitates  towards  a  certain 
medium  point  (which  has  been  called  (he  Natural  Value),  namely,  that  at 
which  it  exchanges  for  every  other  thing  in  the  ratio  of  their  cost  at 
production.  We  have  seen,  too,  that  the  actual  or  market  value  coincides, 
or  nearly  so,  with  the  natural  value,  only  on  an  average  of  years  ;  and  is 
continually  cither  rising  above,  or  falling  below  it,  from  alterations  in  the 
demand,  or  casual  fluctuations  in  the  supply :  but  that  these  variations 
correct  themselves,  through  the  tendency  of  the  supply  to  accommodate 
itself  to  the  demand  which  exists  for  the  cammodily  at  its  natural  value. 
A  general  convergence  thus  results  from  the  balance  of  opposite  diver- 
gences. Dearth,  or  scarcity,  on  the  one  hand,  and  over-supply,  or,  in 
mercantile  l-inguage,  gUit,  on  the  other,  are  incident  to  all  commodities. 
In  the  first  case,  the  commodity  aflbrds  to  the  producers  or  sellers,  while 
the  deficiency  lasts,  an  unusually  high  rate  of  profit  ;  in  the  second,  the 
supply  being  in  excess  of  tliat  fur  which  a  deniimd  exists  at  such  a  value 
as  will  afford  the  ordinary  profit,  the  sellers  must  be  content  with  less; 
and  must  even,  in  extreme  cases,  submit  to  a  loss. 

Because  this  phenomenon  of  ovcr-supplyand  consequent  inconvenience 
or  loss  lo  the  producer  or  dealer,  may  exist  in  the  case  of  any  one 
commodity  wh.itever,  many  persons,  includinjj  some  disiingtiished 
political  economists,  have  thought  that  it  may  exist  with  regard  to  all 
commodities  j  that  there  may  be  a  general  over-production  of  wealth  ;  a 
supply  of  commodities  in  the  aggregate,  surpassing  the  demand  ;  and  a 
consequent  depressed  condition  of  all  classes  of  producers.  Against  this 
doctrine,  of  whicli  Mr.  Mallhus  and  Dr.  Chalmers  in  this  country,  and 
M.  de  Sismondi  on  the  Continent^  were  the  chief  apostles,  I  have  already 
contended  in  the  First  Book  ;*  but  it  was  not  possible,  in  that  stage  of 
our  inquiry,  to  enter  into  a  complete  examination  of  an  error  {as  I 
conceive)  essentially  grounded  on  a  mistmderstanding  of  the  phenomena 
of  Value  and  Price, 

The  doctrine  appears  to  me  to  involve  so  much  inconsistency  in  its  very 
conception,  that  I  feel  considerable  difficulty  in  giving  any  slalemeni  of 
it  which  shall  he  at  once  clear,  and  satisfactory  to  its  supporters.  They 
agree  in  maintaining  that  there  may  be,  and  sometimes  is,  an  excess  of 
productions  in  general  beyond  the  demand  for  them  ;  that  when  this 
Itappens,  purchasers  cannot  be  fotind  at  prices  «hich  will  repay  the  cost 
of  production  with  a  profit ;  that  there  ensues  a  general  depression  of 
prices  or  values  (they  are  seldom  accurate  in  discriminating  between  the 
two),  so  that  producers,  the  more  they  produce,  find  Ihemselvcs  the 
poorer,  instead  of  richer;  and  Dr.  Chalmers  ^cordingly  inculcates  on 
cajiitalists  the  practice  of  a  moral  restraint  in  reference  to  the  pursuit  oi 

^*  Suiu!.,  pp.  567. 


gain  :  while  Sismondi  deprecates  nmclnaery,  and  tlic  various  iiivenlions 
which  increase  productive  power.  Tlieyboth  maintain  tbat  accumulation 
of  capital  may  proceed  too  fast,  not  merely  for  the  moral,  but  fcr  the 
material  interests  of  those  who  produce  .ind  accumulate  ;  and  ihcy  enjoin 
the  rich  to  guard  against  this  evil  by  an  ample  unproductive  consumption. 

§  2,  When  these  writers  speak  of  the  supply  of  commodiues  as  om- 
ruiining"  the  demand,  it  is  not  clear  which  of  the  two  elements  of  demand 
they  Itave  in  view — the  desire  to  possess,  or  the  means  of  purchase ; 
whether  their  meaning  is  that  there  are,  in  such  cases,  more  consumable 
products  in  existence  than  the  pubhc  desires  to  consume,  or  merely  more 
than  it  is  able  to  pay  for.  ]n  this  uncertainty,  it  is  necessary  lo  examine 
both  suppositions. 

First,  let  us  suppose  that  the  quantity  of  commodities  produced  is  not 
greater  than  the  cammunily  would  be  glad  10  consume  ;  is  it,  in  that 
case,  possible  that  there  should  be  a  deficiency  of  demand  for  all  com- 
modities, for  want  of  the  meansof  payment  ?  Those  who  think  so  cnnnot 
have  considered  what  it  is  which  constitutes  the  means  of  payment  for 
commodities.  It  is  simply,  cotmnodities.  Each  person's  means  of  pay- 
ing for  the  productions  of  other  people  consists  of  those  which  he  himself 
possesses.  All  sellers  are  inevitably  and  i:v  vi  Uruiini hMyers.  Could  we 
suddenly  double  the  productive  powers  of  the  country,  we  should  double 
the  supply  of  commodities  in  every  market,  but  we  should,  by  the  same 
stroke,  double  the  purchasings  poivcr.  Everybody  would  brin^'  a  double 
demand  as  well  as  supply  :  everybody  wotild  be.ibte  to  buy  twice  as  much, 
because  everyone  would  have  twice  as  much  to  offer  in  exchange.  It  is 
probable,  indeed,  that  there  would  now  be  a  stipertJuiiy  of  certain  things. 
Although  the  coiiimimity  would  willingly  double  its  aggregate  consump- 
tion, it  may  already  have  as  much  as  it  desires  of  some  commadilies,  and 
tt  may  prefer  to  do  more  than  double  its  consumption  of  others,  or  to 
exercise  its  increased  purchasing  po\ver  on  some  new  thing;,  If  so,  the 
supply  will  adapt  ilself  accordingly,  and  the  values  of  things  will  continue 
to  confonn  to  thtir  cost  of  production.  At  anyrste,  it  is  a  sheer  absurdity 
that  nil  things  should  fall  in  value,  and  that  all  producers  should,  in  con- 
secjuencc,  be  insufficiently  remunerated.  If  values  remain  the  same, 
what  becomes  of  prices  is  immaterial,  since  the  remuneration  of  producers 
docs  not  depend  on  how  much  money,  but  on  how  much  of  consumable 
articles,  they  obtain  far  Iheir  goods.  Besides,  money  is  a  commodity  ; 
and  if  all  conimodiiies  are  supposed  to  be  doubled  in  quantity,  we  must 
suppose  money  to  be  doubled  too^  and  then  prices  would  no  more  fall 
than  values  would. 

§  3.  A  general  over  supply,  or  excess  of  all  commodities  above  the 
demand,  50  far  as  demand  consists  in  means  of  payment,  is  thus  shown  to 
be  an  impossibility.  Bui  it  may  perhaps  be  supposed  that  it  is  not  the 
ability  to  purchase,  but  the  desire  to  possess,  that  falls  short,  .T.nd  that  the 
general  produce  of  industry  may  be  greater  tlian  the  community  desires 
to  consume— the  part,  at  least,  of  the  community  which  has  an  equivalent 
to  give-  It  is  evident  enough,  that  produce  makes  a  market  for  produce, 
and  that  there  is  wealth  in  the  country  with  which  lo  purchase  ;ill  the 
wealth  in  the  country  ;  but  ihuse  who  have  the  means,  may  not  have  the 
wants,  and  those  who  have  the  wants  may  be  without  the  means.  A 
portion,  therefore,  of  the  commodities  produced,  may  be  unable  to  find  a 
market,  from  the  absence  of  means  in  those  who  have  the  desire  to  coq- 
«uuie,  and  the  want  of  dcsitc  in  those  who  have  the  means. 
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lime  and  from  place  to  place.  To  confound  these  two  ideas,  would  be 
much  the  same  thing  as  to  overlook  the  distinction  between  the  ther- 
mometer and  the  fiic. 


CHAPTER  XVI. 

OP  SOME    PECULIAR  CASES   01'  VAT.UE. 

§  I.  The  g-encral  laws  of  value,  in  all  the  more  important  cases  of  tha 
interchange  of  cummodities  in  the  same  country,  have  now  been  invcsti- 
^atcd.  Wo  cxainiued,  firsL  tbc  case  of  mooopoiy,  in  which  the  value  ii 
cetemiinea  by  ciaifr  a  tialur.il  or  an  artificial  liinilalJon  ofquantlty,  that 
is,  by  demand  and  supply  :  sccornUy,  the  case  of  free  conipctilion,  when 
the  article  can  be  produced  in  in-fletiniie  quantity  at  the  same  cost;  in 
which  case  the  permanent  value  is  determined  by  the  cost  of  production, 
and  only  the  fluctuations  by  supply  and  demand  :  thir^lyj  a  mixed  case, 
that  of  the  articles  which  can  be  produced  in  indefinite  quantity,  but  not 
at  the  same  cost ;  in  which  case  the  pei-manent  value  is  detemjined  by  the 
greatest  cost  which  it  is  necessary  to  incur  in  order  to  obtain  the  required 
supply.  And  ^j^stjv.  wc  have  found  that  money  itself  is  a  commodity  of  the 
third  class  ;  that  its  value,  in  a  stale  of  freedom,  is  governed  by  the  same 
laws  as  the  values  of  other  commadities  of  its  class ;  and  that  prices, 
therefore,  follow  the  same  laws  as  values. 

From  this  it  appears  that  demand  and  supply  gQygrp  the  flm:fii:^tions  of 
values  and  pnces  in  all  cases,  and  the  permanent  values  and  ipncf^  of  all 
things  of  which  the  supply  is  determined  hy  any  aggBcy  qfh'^r  than  that 

of  free  competition  :   hut  that,  nnHfr  titf  Tfj/imftAf  ff^|Y^pf■|itinn^^]^^np'qa^*■, 

on  tlie  average,  exchftnt^ed  Ibr  each  other  at  such  vaiiu^p  aiw*  ^h  at  such 
prices,  as  atfcrd  eqiuU  cxpc<:tatlon  of  advaoLa^e  'T^H  rl'^<^*^/*^  mt'"'"*"'''  '• 
which  can  only  be  when  things  exchange  for  one  antJlhccinlhc.,  ratio  of 
their  cost  of  produciinn. 

It  is  now,  however,  necessary  to  take  notice  of  certain  cases,  to 
which,  from  tlieir  peculiar  nature,  this  law  of  exchange  value  is 
inapplicable. 

It  somciimes  happens  that  two  different  commodities  have  what  may 
be  termed  a  Jc^jp^  ^psf  of  prgr^nr^jnn-  They  arc  both  products  of  the 
same  operationj  or  set  of  operations,  and  the  outlay  is  incurred  for  the 
sake  of  both  logreiher,  not  part  for  one  and  part  for  the  other.  The  same 
outlay  would  have  to  be  incurred  for  cither  of  the  two,  if  the  other  were 
not  w-inted  or  used  at  all.  There  arc  not  a  few  instances  of  commodities 
tlius  associated  in  their  production.  For  example,  coke  and  coal-gas 
are  both  produced  from  the  same  material,  and  by  the  same  ojjeration. 
In  a  more  i>artial  sense,  mutton  and  wool  are  an  example  :  beef,  hides, 
and  tallow  ;  calves  and  dairy  produce :  chickens  arul  eggs.  Cost  of  pro- 
duction can  have  nothing  to  do  with  deciding  the  value  of  the  associated 
commodities  relatively  to  each  other.  It  only  decides  their  joint  \-aIuew 
The  gas  and  the  coke  togx;thcr  have  to  repay  the  exjwnscs  of  their  pro- 
duction, with  the  Ordinary  profit.  To  do  tins,  a  given  qu,-mtlly  of  ga^ 
together  with  the  coke  which  is  the  residuum  of  its  manufacture,  must 
exchange  for  other  things  in  the  ratio  of  their  joint  cost  of  production, 
liut  how  mucli  of  the  remuneration  of  the  producer  shall  be  derived  from 
the  coke,  and  how  much  from  the  gas,  remains  to  be  decided.     Cost  of 
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production  does  not  determine  their  prices,  but  the  sum  of  the  prices- 
A  iirinciple  is  wanting  ta  apportion  the  expenses  of  production  between 
the  two. 
Since  cost^tuoiiiicuDn  ^rv  ^^■'°  "s  *vr  rnm^  rcvcn  to  a  bw  q(  val^ic 

and  supply,     t^j*  lflwj'8|jbf*^^Bft  [1i'""a'in  Tnr  fl  ^"ni'Ti'^'ny  varies  with  its 
akd  Oi^l;  (1i»  valut  aftiiifttij''  "l'  ^i-"  t^I^'i'  ^^^^  demanU  slioll  be  cqiial 


-■1)  we  -■ue  in 
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qnest  oL 

buppose  that  a  certain  quantity  of  gas  is  produced  .intl  sniii  n  :i  <<  niin 
price,  and  that  the  residuum  of  coke  is  offered  at  a  price  which,  logctlicr 
with  that  of  tlie  gas,  repays  the  expenses  wiili  Lbe  ordiiiiiry  rale  of  profit. 
Suppose,  too,  that  at  tlie  price  put  upon  line  gas  and  coke  respectively, 
the  whole  of  the  yas  finds  an  easy  market,  without  rither  surplus  or  de- 
ficiency, but  that  purchasers  cannot  be  found  for  all  the  coke  correspond- 
ing to  it  The  coke  will  be  olfered  at  a  lower  price  in  order  to  force  a 
market.  But  this  lower  price,  together  with  the  price  of  the  eas,  will  not 
be  remunerating  :  the  manufacluie,  as  a  whole,  will  not  pay  us  expenses 
with  the  ordinary  profit,  aud  will  not,  on  these  temis,  coniinut;  to  be 


stati31T3?y"wtlfeQ,  Ijy  the  joiot  edcct  of  the  rise  of  gas  and  the  fall  of  coke^ 
so  mucli  less  of  the  fiiil  is  sold,  and  so  much  ni"re  of  the  second^  that 
there  Is  now  a  ni^ir'ket  it>i'  all  Lbe  coke  which  result:!  from  the  existing 
extent  of  the  gas  nianufactuie. 

Or  suppose  the  reverse  case  ;  that  more  coke  is  wanted  at  the  present 
prices,  than  can  be  supplied  by  the  operations  required  by  the  existing- 
demand  for  jjas.  Coke,  bein^'  now  in  deficiency,  will  rise  in  price.  The 
whole  operation  will  yield  more  than  the  usual  rate  of  profit,  and  ad- 
ditional capital  wilt  lie  attracted  to  the  manufacture.  The  unsatisfied 
demand  for  coke  will  be  supplied  ;  but  this  cannot  be  done  without  in- 
creasing the  supply  of  gas  too;  and  as  the  existing  demaud  »vas  fully 
supplied  already,  an  increased  quantity  cau  only  find  a  market  by  lower- 
ing the  price.  The  result  will  be  that  the  two  together  ivill  yield  the 
return  required  by  their  joint  cost  of  pioductioo,  but  that  more  of  this 
return  than  before  will  be  furnished  by  the  coke,  and  less  by  the  gas, 
Er]uiiibrium  will  be  attained  when  the  demand  for  each  article  "fits  so  well 
with  the  demand  for  the  other,  that  the  quantity  required  of  e.ich  is 
exactly  as  much  as  is  generated  in  producing  the  quantity  rec^uired  of  the 
other.  If  there  is  any  surplus  or  deficiency  on  either  side  ;  if  there  is  a 
demand  for  coke,  and  not  a  demand  for  all  the  gas  produced  along  with 
it,  or  -z't'cf  vinu;  the  values  and  prices  of  the  two  tnings  will  so  readjust 
themselves  that  both  shall  find  a  market. 

KluclL.Wtll 

they  are 

sent  forth  b;.  j.^iu-.t^ij-     'iliis  theorem  is  not  in  itself  of  any 

^r»;it  i"^'-"  '  !  iiisiMUMii   it  aflords  of  die  law  of  demand, 

arii  '  ■  ii'.Li  coal  of  ptoduciion  fails  to  be  applicable, 

th;i;  \A.:..i  |.Li..^:,..L  _,:,|.„  .;:  :o  ^LUJJpty  the  vacancy,  is  worthy  of  paiticular 
atteniiun,  as  we  shall  End  in  the  next  chapter  but  one  that  aomcihing  very 
similar  takes  place  in  cases  of  much  greater  momenL 
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requires  that  .ittcntion  sho^tld  t>*  fi>d  tn  f 
■  aueiiriun  circunuunces. 

The  ca5c  would  present  nothing  peculiar,  if  different  agricultural 
products  were  cither  grown  indiscriminately  and  with  equal  advantage  on 
the  same  soils,  or  wholly  on  ditTerent  soils.  The  diilfituUy  arises  from  two 
things  :  first,  that  most  soils  are  fitter  for  one  kind  of  produce  than 
another,  without  being  absolutely  unfit  for  any  ;  and  secondly,  the  rota* 
lion  of  crops. 

For  simplicity,  we  will  confine  our  supposition  to  two  kinds  of  apricul- 
lural  produce,  for  instance,  wheat  and  oats.  If  all  soils  were  cqu;»Ily 
adapted  for  wheat  and  for  oats,  both  would  be  grown  indiscriminately 
on  all  soils,  and  their  relative  cost  of  production,  nein^'  the  same  e\-ery- 
where,  would  govern  their  relative  value.  If  the  same  labour  which  grows 
three  quarters  of  wheat  on  any  given  soil,  wouM  always  grow  on  that  soil 
five  quarters  of  oats,  the  three  and  the  five  quarters  would  be  of  the 
same  value. '  If,  again,  wheat  and  oats  cuuM  not  l>e  grown  on  the  same 
soli  at  alJ,  the  value  of  each  would  be  determined  by  ils  peculiar  cost  of 
production  on  the  least  fa%-ourable  of  the  soils  adapted  for  it  which  the 
existing  demand  required  a  recourse  to.  The  fact,  however,  is  that  both 
wheat  and  o.-its  can  be  grown  on  almost  any  soil  which  is  capable  of  pro- 
ducing either  ;  but  some  soils,  such  as  the  stiff  chys,  arc  bettor  adapted 
for  wheat,  while  others  (the  light  sandy  sails)  arc  more  suitable  for  oals. 
There  may  he  snme  soils  which  will  yield  to  the  same  quantity  of  labour 
only  four  nuartcrs  of  oats  to  three  of  wheat ;  others  perhaps  less  thaa 
three  of  wheat  to  five  (|uariers  of  oats.  Among  these  diversities,  what 
determines  the  relative  value  of  the  two  things? 

It  is  evi^.eiU  *^f*  *"*''^  grain  JKULbc  Cllhivatfd  in  prpfrr»^;^rq.  on  tlie  soJIs 

wh"ich  arc  Kr-rt-r  flr^^pf*[1|  *nr  Ulfriinftf7*V  "t^*""  L504  H.  trte  demanff  is 
^pptietl  from  these  aloii«,-tbe  values  of  the  iwn  fftmns  will  linvr  nu  refer- 
tnce  to  one  another.  But  when  the  demand  for  both  is  such  as  to  require 
that  each  should  be  grown  not  only  on  the  soils  peculiarly  fitted  for  it.  but 
on  the  medium  soils  which,  without  being  specilicaliy  adapted  to  cither, 
arc  about  equally  suited  for  both,  the  cost  of  production  on  tliosc  medium 
Soils  will  deiermine  the  relative  value  of  the  two  grains  ;  while  Uie  rent 
of  the  soils  specifically  adapted  to  each,  will  be  regulated  by  their  pro- 
ductive power,  considered  with  reference  to  that  one  alone  to  which  they 
are  peculiarly  applicable.  Thus  far  the  question  presents  no  difficulty,  to 
anyone  to  whom  the  general  principles  of  value  are  familiar. 

It  may  happen,  however,  that  the  demand  for  one  of  the  two,  as,  for 
example  wheat,  may  50  outstrip  the  demand  far  die  otlier,  iis  nn[  only  to 
occupy  the  soils  specially  suited  for  wheat,  but  to  engross  entirely  Ihuae 
equally  suitable  to  both,  and  even  encroach  upon  those*  whith  are  better 
adapted  to  oats.  TiL-fetcatc  an  inducement  for  this  unequal  apportion- 
ment of  the  cultivation,  wHeat  must  be  relatively  dearer,  an3  oats  cheaper, 
than  according  to  the  cost  of  their  production  on  the  medium  land. 
Their  relative  value  must  be  in  proportion  to  the  cajt  on  that  quality  of 
En3^,  whatever  it  may  he,  on  which  the  comparaiiYe  demand  for  the  two 
grains  requires  that  both  of  them  should  be  grown.  If,  from  the  state  of 
the  demand,  the  two  cultivations  meet  on  land  more  favourable  to  one 
than  to  the  other,  that  one  will  be  cheaper  and  the  other  dearer,  in  rela- 
tion to  each  other  and  to  things  in  general,  than  if  the  proportional 
demand  were  as  wc  first  supposed. 


Here,  then,  we  obtain  a  liresh  illustration,  in  a  somewhat  differtm 
mniiTier,  of  the  operation  of  demand,  not  as  an  ocrasional  disturber  of 
value,  but  as  a  perm,iiient  regulator  of  it,  conjoined  with,  or  supplementary 
lo,  cost  of  production. 

The  case  of  rotation  of  crops  does  not  require  separate  analysis,  being 
.1  case  of  joint  cost  of  prod  net  ton,  like  that  of  gas  and  cot;e.  If  it  were 
ilie  practice  to  g^row  white  and  green  crops  on  all  land  in  aliernale  years, 
the  one  being  necessary  as  much  for  the  sake  of  the  other  as  for  its  own 
sake  ;  the  farmer  would  derive  his  remuneration  for  two  years'  expenses 
from  one  white  and  one  jfieen  crop,  and  (he  prices  of  ihe  two  would  so 
adjust  themselves  as  to  create  a  demand  which  would  carry  off  an  equal 
number  of  white  and  of  green  crops. 

There  ft'ould  be  little  difficulty  in  finding-  other  anomalous  cases  rf 
v.iiue,  which  it  might  be  a  useful  exercise  to  resolve  :  but  it  is  neither 
desirable  nor  possible,  in  a  work  like  the  present,  to  enter  more  into 
details  than  is  necessary  for  the  elucidation  of  principles.  I  now  there- 
fore proceed  to  the  only  part  of  the  general  theory'  of  exchange  which,  has 
not  yet  been  touched  upon,  that  of  Inteniatlonal  Excliimges,  or,  to  speak 
more  gcncraJly,  exchanges  between  distant  places. 


CHAPTER  XVI!. 


OF  INTERNATIONAL  TRADE, 

§  I.  Tht:  causes  which  occasion  a  commodity  to  be  brought  from  a 
distance,  instead  of  being  produced,  as  convenience  would  seem  to 
dictate,  as  near  as  possible  to  the  market  where  it  is  to  be  sold  for  con- 
sumption, are  usually  conceived  in  a  rather  superficial  manner.  Some 
things  it  is  physicilty  impossible  to  produce,  except  in  particular  circum- 
stances of  heat,  soil,  water,  or  atmosphere.  But  there  are  many  things 
which,  though  they  could  be  produced  at  home  without  dilficulty,  and  in 
any  quantity,  are  yet  imported  from  a  distance.  The  explanation  which 
woula  be  popularly  given  of  this  would  be,  that  it  is  cheaper  to  import 
than  lo  produce  them  ;  and  this  is  the  true  reason.  But  this  reason  itself 
requires  that  a  reason  be  given  for  it.  Of  two  things  produced  in  the 
same  place,  if  one  is  cheaper  than  the  othcr^  the  reason  is  that  it  can  be 
produced  wi;h  less  labour  and  capital,  or,  in  a  word,  at  less  cost.  Is  this 
also  ihe  reason  as  between  things  produced  in  different  places?  Are 
things  never  imported  but  from  places  where  they  can  be  produced  with 
less  labour  (oT  less  of  the  -other  element  of  co&t,  time)  than  in  the  place 
lo  which  they  are  brought  ?  Docs  the  law,  that  .permaneni  value  is  pro- 
portioned to  cost  of  production,  hold  good  between  commodities  pro- 
duced in  distant  places,  as  it  does  between  those  produced  In  adjacent 
places.^ 

We  shall  find  that  it  does  not.  A  thing  may  sometimes  be  sold 
cheapest,  by  being  produced  in  some  other  place  than  that  at  which  it 
car  he  produced  with  the  smallest  amount  of  laboi:r  and  abstinence. 
England  might  import  corn  from  Poland,  and  pay  for  it  in  cloth,  even 
though  she  had  n  decided  advantage  over  Poland  in  the  production  of 
both  the  one  and  the  other.  England  might  send  cottons  to  Portugal  in 
exchange  fur  wine,  although  I'ortugal  might  be  able  to  prndu(;e  CQltong 
[With  a  less  amount  of  labour  and  capital  than  England  could,. 
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Tfiis  could  not  happen  between  adjacent  places.  If  the  north  bank  of 
the  Thames  possessed  .in  .idvaniage  over  the  south  bank  in  the  production 
of  shoes,  no  shoes  would  be  produced  on  the  south  side  ;  the  shoemakers 
would  remove  themselves  and  their  capitals  to  the  north  bank,  or  would 
have  established  themselves  there  originally ;  for,  being  competitors  in 
the  s.-Lnne  market  witl^  those  on  the  uorth  side,  they  could  nut  conipensate 
themselves  for  their  disadvantage  at  the  expense  of  the  consumer;  ibc 
amount  of  it  would  fall  entirely  on  their  profits  ;  and  they  would  not  long 
content  themselves  with  a  smaller  profit,  when,  by  simply  crossinjj  a  river, 
they  could  increase  It.  liut  between  distant  places,  and  especially  between 
different  countries,  profits  may  continue  different ;  because  persans  do  not 
usually  remove  Iheitiselves  or  their  capitals  to  a  distant  place,  without  a 
very  strong-  motive.  If  capital  moved  to  remote  parts  of  the  world  as 
readily,  and  for  .is  sm-ill  an  inducement,  as  it  moves  to  another  quarter 
of  the  same  town  ;  if  people  would  transport  their  m.inu factories  to 
America  or  China  whenever  ihcy  could  save  a  small  percentage  in  their 
expenses  by  tt  ;  profits  would  be  alike  atl  over  the  world,  and  all  things 
would  be  produced  in  the  places  where  the  same  labour  and  capital  would 
produce  tncm  in  greatest  quantity  and  of  best  quality.  A  tendency  may, 
even  now,  be  observed  towards  such  a  stale  of  things ;  capital  is  becoming 
mt>rc  and  more  cosmopolitan  ;  there  is  so  much  yrcaier  similarity  of 
manners  and  institutions  than  formerly,  and  so  much  less  ahenation  of 
feeling",  among  the  more  civilized  countries,  that  both  population  and 
capital  n:ow  move  friJui  one  of  those  countries  to  another  on  much  leas 
temptation  than  heretofore.  Dut  there  are  still  exlraordtnary  differences, 
both  of  wages  and  of  profits,  between  different  parts  of  the  world.  It 
needs  but  a  small  molive  to  transplant  capital,  or  even  persons,  from 
Warwickshire  lo  Yorkshire  ;  but  a  much  greater  to  make  them  remove 
to  India,  the  colonies,  or  Ireland.  To  France,  Germany,  or  Switzerland, 
capital  moves  perhaps  almost  as  readily  as  to  the  colonies  ;  the  differ- 
ences of  languaj^c  and  government  bcir^  scarcely  so  ^freat  a  hindrance 
as  climate  and  distarce.  To  countries  still  barbarous,  nr,  like  Russia  Or 
Turkey,  only  bejjinning  to  be  civilized,  capital  will  not  migrate,  unless 
under  the  inducement  of  a  very  great  extra  profit. 

Between  all  distant  places  therefore  in  some  decree,  but  especially 
between  different  countries  (whether  under  the  same  supLciiic  government 
or  not),  there  may  exist  grreat  inequalities  in  the  return  I"  kd;our  and 
capital,  without  causing  them  to  move  from  one  place  to  the  other  in  such 
quantityas  to  level  those  inequ-ilities.  The  capital  belonging'to  a  country 
will,  to  a  great  extent,  remain  in  the  cnuntr)',  even  if  there  be  no  mode  of 
tmployiny  it  in  which  it  would  not  be  more  pj^oductive  elsewhere.  Yet 
even  a  country  thus  circumstanced  might,  and  probably  H-ould,  carry  on 
trade  with  other  countries.  It  would  export  articles  of  some  sort,  even  to 
places  which  could  make  them  with  less  labourthan  itself;  because  those 
countries,  supposini,'  them  to  have  an  .idvantage  over  it  in  .ill  productions, 
would  have  n  greater  advantage  in  some  things  than  in  others,  and  would 
find  it  their  interest  to  imjiort  the  articles  in  which  their  advantage  ^%•as 
smallest,  that  they  might  employ  more  of  their  labour  and  capital  on 
those  in  which  it  was  greatest. 

§  2.  As  I  have  said  elsewhere''  after  Ricardo  fthe  first  who  made  any 
^reat  step  towards  clearing  up  this  subject) '  it  is  not  a  diiTerence  in  the 
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absolute  cost  of  production  which  detennines  the  interchange,  but  a 
(iifierence  in  the  compitraSiveco&x.  It  maybe  to  ourndvantagc  to  procure 
iron  from  Sweden  in  exchange  for  cottons,  even  although  the  mines  of 
England  as  well  as  her  manufactories  should  be  more  productive  than, 
those  of  Sweden  ;  for  if  we  have  an  advantage  of  ane-h:ilf  in  cottons,  and 
only  an  advantage  of  a  quarter  in  iron,  and  could  sell  our  cottons  to 
Sweden  at  the  price  which  Sweden  must  pay  for  them  if  she  produced 
[hem  herself,  we  should  obtain  our  iron  with  an  advantage  nf  one-half,  as 
well  as  our  cottons.  We  may  often,  by  trading  with  iorei;-inei"S,  obtain 
their  commodUies  at  a  smaller  expense  of  labour  and  capital  than  they 
cost  to  the  foreigners  tlicmselves.  Tlie  bargain  is  still  advantageous  to 
the  foreigner,  because  the  commodity  which  he  receives  in  change,  though 
it  has  cost  us  less,  would  have  cosl  him  more.' 

To  illustiale  the  crises  in  which  interchange  of  commodities  will  not, 
and  those  in  which  it  will,  lake  place  between  two  countries,  Mr.  Mill,  in 
his  Klcnients  of  Political  Economy,*  makes  the  supposition,  that  Poland 
has  an  advantage  over  England  in  the  production  both  of  cloth  and  of 
com.  He  first  supposes  the  advantage  to  be  of  equal  amount  in  both 
commodities;  the  ciolh  and  the  com,  each  of  which  required  loodays* 
labour  in  Poland,  requiring-  each  150  days'  labour  in  England.  '  It  would 
follow,  that  the  cloth  of  150  days'  labour  in  England,  if  sent  to  Poland, 
would  be  equal  to  ctie  cloth  of  100  days'  labour  in  Poland  ;  if  exchanged 
for  com,  therefore,  it  would  exchange  for  the  com  of  only  looyays'  labour. 
But  the  com  of  loo  days'  labour  in  Poland,  was  supposed  to  be  (he  same 
quantity  wiUi  that  of  150  days'  labour  in  England.  With  150  days'  labour 
in  doth,  therefore,  England  would  only  get  as  much  corn  in  Poland  as 
she  could  raise  with  150  days'  labour  at  home;  and  she  would,  in  im- 
porting it,  have  the  cost  of  cirriage  besides.  In  these  circumstances  no 
exchange  would  take  place.'  In  this  case  the  comparative  costs  of  the 
two  articles  in  England  and  in  Poland  were  supposed  to  be  the  same, 
though  the  abaolute  costs  were  different  ;  on  which  supposition  we  see 
that  there  would  be  no  labour  saved  to  either  country  by  confining  its 
industry  to  one  of  the  ttvo  productions,  and  importing  the  other. 

It  is  otherwise  when  the  comparative,  and  not  merely  the  absolute 
costs  of  the  two  articles  arc  different  in  the  two  countries.  '  If,'  continues 
the  same  author,  'while  the  cloth  produced  with  1 00  days'  labour  in 
Poland  was  produced  with  150  days'  labour  in  England,  the  com  which 
was  produced  in  Poland  with  100  days'  labour  coukl  not  be  produced  in 
England  with  Jess  than  200  days'  labour  ;  an  adequate  motive  to  exchange 
would  immediately  arise.  With  a  quantity  of  cloth  which  England 
produced  with  150  days'  labour,  she  would  be  able  to  purchase  as  much 
corn  in  Poland  as  was  there  produced  with  loo  days'  labeur ;  but  the 
quantity  which  was  theie  produced  with  100  days'  labour,  would  be  as 
yreat  as  the  quantity  produced  in  England  with  200  days'  labottr.'  By 
importing  com,  therefore,  from  Poland,  and  paying  for  it  with  cinth, 
England  would  obtain  for  1 50  days'  labour  what  would  otherwise  cost  her 
2CO  ;  being  a  saving  of  50  days'  labour  on  each  repetition  of  il:e  trans* 
action:  and  not  merely  a  saving  to  England,  but  a  saving  absolutely; 
for  it  is  not  obtained  at  the  expense  of  Poland,  who,  with  c»rn  that  costs 
her  100  days'  labour,  has  purchased  cloth  which,  if  produced  at  home, 
>rould  have  cost  her  the  same.     Poland,  therefore,  on  tliis  supposition^ 
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loses  nothing  ;  but  also  she  derives  no  advantage  Irom  the  trade,  the 
imported  cloth  costing'  her  as  much  as  if  ic  were  made  at  home.  To 
enable  Poland  to  gain  anything  by  the  interchange,  something  must  be 
abated  from  the  gain  of  Kngland  :  the  corn  produced  in  Poland  by  loo 
days'  labour,  must  be  able  to  purchase  from  Enyland  more  cloth  than 
PoLind  could  produce  by  that  amount  of  labour  ;  more  therefore  than 
Kngland  could  produce  by  150  days'  labour,  England  thus  obtaining  the 
corn  which  would  have  cost  her  200  days  at  a  cost  exceeding  150,  though 
short  of  200,  England  therefore  no  longer  gains  the  whole  of  the  labour 
which  is  saved  to  the  two  jointly  by  trading  with  one  another. 

§  3,  From  this  exposition  we  perceive  in  what  consists  the  benefit  ol 
international  exchange,  or  in  other  words,  foreign  commerce.  Netting 
aside  its  enabling  countries  to  obtain  commodities  which  they  could  not 
themselves  produce  at  all,  its  advantage  consists  in  a  more  cfHcicnt 
employment  of  the  productive  forces  of  the  world,  if  two  countries 
which  trade  together  attempted,  as  far  as  was  physically  possible,  to 
produce  for  themselves  what  they  now  import  from  one  another,  the 
labour  and  capital  of  ihe  two  countries  would  rot  be  so  productive,  the 
two  together  would  not  obtain  from  their  industry  so  great  a  quantity  of 
commodities,  as  when  each  employs  itself  in  producing,  both  for  itself  and 
for  the  other,  the  things  in  which  its  labour  is  relatively  most  efficient. 
The  addition  thus  made  to  the  produce  of  the  two  combined,  constitutes 
the  advantage  of  the  trade.  It  is  possible  that  one  of  the  two  countries 
may  be  altogether  inferior  10  the  other  in  productive  capacities,  and  that 
its  labour  and  capital  could  be  employed  to  greatest  advantage  by  being 
removed  bodily  to  the  other.  The  labour  and  capital  which  have  been 
sunk  in  rendering  Holland  habitable,  would  have  produced  a  much 
greater  return  if  transported  to  America  or  Ireland.  The  produce  of  the 
whole  world  would  be  greater  than  it  is,  if  everything  were  produced 
where  there  is  the  greatest  absolute  facility  for  its  prodiictioa.  Bui 
nations  do  not,  at  least  in  modem  limes,  emigrate  en  masse ;  and  while 
the  labour  and  capital  of  a  country  remain  in  the  country,  they  are  n\08l 
beneficially  employed  in  producing  for  foreign  markets,  as  well  as  for  its 
own,  tlic  things  in  whicli  it  lies  under  the  least  disadvantage,  if  there  be 
none  in  which  it  possesses  ,in  advantage. 

§  4.  llcfore  proceeding  further,  let  us  contrast  this  view  of  the  benefits 
of  international  coinmerce  with  other  theories  which  have  prev.iiled,  and 
which  to  a  certain  extent  still  prevail,  on  the  s.ame  subject. 

According  to  the  doclrine  now  stated,  the  only  direct  advantage  of 
foreign  commerce  consists  in  the  imports.  A  country  obtains  things 
which  it  either  conld  not  have  produced  at  all,  or  which  it  must  have 
produced  .at  a  greater  expense  of  capital  and  labour  than  the  cost  of  the 
things  which  it  exports  to  p-iy  for  them.  It  thus  obtains  a  more  ample 
supply  of  ibe  commodiiica  it  wants,  for  the  same  labour  and  capital ;  or 
the  same  supply,  for  less  labour  and  capital,  leaving  the  surplus  disposable 
to  produce  other  things.  The  vulgar  theory  disregards  this  benefit,  and 
deems  the  advant.age  of  contmerce  to  reside  in  the  exports :  as  if  not 
what  a  country  obtains,  but  what  it  parts  with,  hy  its  foreign  trade,  was 
to  constitute  the  gain  to  it.  An  extended  market  for  its 
m  abundant  consumption  for  its  goods— a  vent  for  its  surplus 
hrases  by  which  it  has  been  customary  to  designate  the  use» 
lendalions  of  commerce  with  foreign  countries.  This  notion 
e,  when  we  consider  that  the  authors  and  leaders  of  opinlo^i 
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OQ  mercantile  questions  have  always  hitherto  been  the  scUin(j  class.  It  is 
in  tnilh  a  sun'iving  relic  of  the  Mercaniile  Theory,  according  to  which, 
money  being  the  only  wealth,  selling,  or  in  olher  words^  exchang^ing 
goods  for  money,  was  (to  countries  without  mines  of  their  own)  the  only 
way  of  growing  rich— and  importation  of  goods,  that  is  to  say,  parting 
with  money,  was  so  much  subtracted  from  the  benefit. 

The  notion  that  money  alone  is  wealth,  has  been  long  defunct,  but  it 
has  left  many  of  its  progeny  behind  it  ;  and  even  its  destroyer,  Adam 
Smith,  retained  some  opinions  which  it  is  impossible  to  trace  to  any  other 
origin.  Adam  Smith's  theory  of  the  benehi  of  foreign  trade,  was  that  it 
afforded  an  outlet  for  the  surplus  produce  of  a  country,  and  enabled  a 
porilon  of  the  capital  of  the  country  to  repliice  itself  with  a  profit.  These 
expressions  sug"gest  ideas  inconsistent  with  a  clear  conception  of  the 
phenomena.  The  expression,  '  surplus  produce,'  seems  to  imply  that  a 
country  is  under  some  kind  of  necessity  of  producing  the  corn  or  cloth 
which  it  exports ;  so  that  the  portion  which  it  does  not  Itself  consume,  if 
not  wanted  and  consumed  elsewhere,  would  cither  be  produced  in  sheer 
waste,  or  if  it  were  not  produced,  the  corresponding  portion  of  capital 
would  remain  idle,  and  the  mass  of  productions  in  the  country  wotila  be 
diminished  by  so  much.  Either  of  these  suppositions  would  be  entirely 
eiToneoLs.  The  country  produces  an  exportable  article  in  excess  of  its 
own  wantSj  from  no  inherent  necessityj  but  as  the  cheapest  mode  of 
supplying  itself  with  other  things.  If  prevented  from  exporting  this 
surplus,  it  would  cense  to  produce  it,  and  would  no  longer  nnport  any- 
thing, being  .unable  to  give  an  equivalent  ;  but  the  labour  and  capital 
which  had  been  employed  in  producing  with  a  view  to  exportation,  would 
find  immediate  employment  m  producing  those  desirable  objects  which 
were  previously  brought  from  abroad  ;  or,  if  some  of  them  could  not  bo 
produced^  in  producing  substitutes  for  them.  These  articles  would  of 
course  be  produced  at  a  greater  cost  than  that  of  the  things  with  which 
they  had  previously  been  purchased  from  foreign  countries.  But  ill© 
value  and  price  of  the  articles  would  rise  in  proportion  ;  and  the  capital 
would  just  as  much  be  replaced,  with  the  ordinary  profit,  from  the  returns, 
'33  it  was  when  employed  in  producing  for  the  foreign  market.  The  only 
oscrs  (after  the  temporary  inconvenience  of  the  change)  would  be  the 
ronsumers  of  the  heretofore  imported  articles  ;  who  would  he  obliged 
tither  to  do  without  them,  consuming  in  lieu  of  them  sumething  which 
ihey  did  not  like  so  well,  or  to  pay  a  higher  price  for  them  than  before. 

There  is  much  misconception  in  the  common  notion  of  what  commerce 
docs  for  a  country.  When  commerce  is  spoken  of  as  a  source  of  national 
ivealth,  the  imagination  lixes  itself  upon  the  large  fortunes  acquired  by 
mercli,-tfits,  rather  than  upon  the  saving  of  price  to  consumers.  But  the 
^ains  of  merchants,  when  they  enjoy  no  exclusive  privilege,  are  no  greater 
than  the  profits  obtained  by  the  cmploynieni  of  capital  in  the  country 
Itself.  If  it  be  said  that  the  capital  now  employed  in  foreign  trade  could 
not  find  employment  in  supplymg  the  home  market,  I  might  reply,  that 
this  is  the  fallacy  of  general  Over-production,  discussed  in  a  former 
chapter:  but  the  thing  is  In  this  particular  case  loo  evident  to  require 
an  appeal  to  any  general  theory.  We  not  only  see  that  the  capital  of  the 
merthant  would  find  employment,  but  we  see  what  employment.  There 
would  be  employment  created,,  equal  to  that  which  would  be  taken  away. 
Exportation  ceasing,  importation  to  an  equal  value  would  cease  also,  and 
all  that  part  of  the  incopic  of  the  country  which  had  been  cx^i:vdRd.\% 


imported  comrao clitics,  would  be  ready  to  expend  itself  on  the  same  thinn 
produced  at  liomCi  or  on  otliers  instead  of  them.  Commerce  is  virtually 
a  mode  of  chpapening  production  ;  and  in  all  such  cnses  ihe  consumer  is 
(he  person  ultimately  benefited  ;  the  dealer,  in  the  end,  is  sure  to  get  his 
profit,  whether  Uie  buyer  obtains  much  or  little  for  his  moHcy.  This  is 
said  without  prejudice  to  the  effect  (already  touched  upon,  and  to  be 
hereafter  fully  discussed)  which  the  cheapening'  of  cumnioditics  may 
have  in  raising  ptofiis;  in  the  case  when  the  commodity  cheapened* 
iieing  one  of  those  consumed  by  labourers^  enters  into  the  cost  of  labour, 
by  which  the  rate  of  profits  is  detennined. 

§  5.  Such,  then,  is  the  direct  economical  advantage  of  foreign  trade. 
But  there  arc,  besides^  indirect  cflects,  which  must  be  counted  as  benefits 
of  a  high  order.  One  is,  the  tendency  of  every  cx[ensii>n  of  the  market 
to  improve  the  processes  of  production.  A  country  which  produces  for  a 
larger  marlcel  tnan  its  own,  can  introduce  a  more  extended  division  of 
labour,  can  make  greater  use  of  machinery,  and  is  more  likely  in  make 
inventions  and  improvements  in  the  processes  of  production.  Whatever 
causes  a  greater  quantily  of  anythinj,''  to  be  produced  id  the  same  place, 
lends  to  the  genend  increase  of  the  productive  powers  of  the  world.* 
There  is  iinothcr  consideration,  principally  applicable  to  an  early  stage  of 
industrial  advancement.  A  people  inay  be  in  a  quiescent,  indolent,  un- 
cultivated state,  with  few  wants  and  wishes,  all  their  Lisies  being  cither 
fully  satisfied  or  entirely  undeveloped,  and  they  may  fail  to  put  forth  the 
whole  of  their  productive  energies  for  want  of  any  sufiicicni  object  of 
desire.  The  opening  of  a  foreign  trade,  by  making  them  acquainted  with 
new  objects,  or  templing  them  by  the  easier  acquisition  of  things  which 
they  had  not  previously  thought  attainable,  sometimes  works  a  complete 
industrial  revolution  in  a  country  whose  resources  were  previously  unde- 
veloped for  want  of  energy  and  ambition  in  the  people  ;  inducing  those 
who  were  satisfied  with  scanty  comfotis  and  little  work,  to  work  harder 
for  the  gratification  of  their  new  tastes,  and  even  to  save,  and  accumulate 
capital,  for  the  still  more  complete  satisfaction  of  those  tastes  at  a  future 
time. 

But  the  economical  advantages  of  commerce  are  surpassed  in  import- 
ance by  those  of  its  cfTccIs  which  are  inteliectual  and  moral.  It  is  hardly 
possible  to  overrate  the  value,  for  the  improvement  of  human  beings,  of 
things  which  bring  them  into  contact  with  persons  dissimilar  to  them- 
selves, and  with  modes  of  thought  and  action  unlike  those  with  which 
they  are  fauiihar.  Commerce  is  now,  what  war  once  was,  the  principal 
Source  of  this  contact.  Commercial  adventurers  from  more  advanced 
countries  have  generally  been  the  first  civili^crs  of  barbarians.  And 
commerce  is  the  purpose  of  the  far  greater  part  of  the  comnumication 
which  takes  place  between  civilised  n-Titinrs,  Such  communication  has 
alwa>'s  been,  and  is  peculiarly  in  Ihc  present  age,  one  of  the  primary- 
sources  of  progress.  To  a  being  like  inan,  who,  (as  hitherto  educated,) 
can  scarcely  cultivate  even  a  good  minlity  without  running  it  into  a  fault, 
it  is  indispensable  tu  be  perpetually  comparing  his  own  notions  and 
customs  with  the  experience  and  example  of  pcrsnns  in  different  circum- 
Btanfcs  from  himself;  and  there  is  no  nation  which  docs  not  need  to 
borrow  from  others,  not  merely  particular  arts  or  practices,  but  essential 
aints  of  character  in  which  its  own  tyjie  is  inferior.    Finally,  commerce 
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first  taught  nntlons  to  see  with  good  will  the  wealth  and  prosperity  of  one 
another.  Before,  the  patriot  wislied  alJ  countries  weak,  poor,  and  ill- 
govemed^  but  his  own  :  he  now  sees  in  their  wealth  and  progress  a  direct 
source  of  wealth  and  progiess  to  his  own  country.  It  w.is  in  vain  to 
inculcate  feelings  of  brotherhood  amonf^  mankitid  by  moral  influences 
alone,  unless  3  sense  of  commanity  of  interest  could  ^Jso  he  estabhshcd  : 
and  that  sense  we  owe  to  conunerce.  It  is  commerce  which  is  rapidly 
rendering  war  obsolete,  by  strengthening  and  multiplying  the  personal 
interests  which  are  in  natural  opposilion  to  it.  And  since  wac  is  now 
almost  the  only  event,  not  hij^hly  improbable,  which  could  throw  IkicIc  for 
any  length  of  time  the  progress  of  human  improvement,  it  may  be  said 
without  exaggenUion  that  the  great  extent  ard  rapid  increase  of  inte> 
national  trade,  in  being  the  principal  guaranlee  of  the  peace  of  the 
WLjrld,   is  the  great   peiniaoent  seniriiy  for  ihe  uninternipted   progress 

of  the  ideasj  the  institutions,  and  the  character  of  the  human  race. 


CHAPTER  XVIII. 


^  OF  INTERNATIONAL  V.\I.UP.S. 

^^  §  I.  The  values  of  commodities  produced  at  the  same  place,  or  in 
places  sutficicnily  adjacent  far  cafjital  to  move  freely  between  tlicm— let 
us  say,  for  simplicity,  of  commodities  produced  in  the  same  country — 
depend  (teni|jorary  flucltialions  apart)  upon  their  cost  of  production.  11m 
the  value  of  a  coinmodily  brought  from  a  distant  place,  espctially  from  a 
foreign  country,  does  not  depend  on  its  cost  of  production  in  the  place 
from  whence  it  comes.  On  what,  then,  does  it  depend  ?  The  value  of  a 
thing  in  any  place,  depends  on  the  cost  of  its  acquisition  in  that  place  j 
which,  in  the  case  of  an  imported  article,  means  the  cost  of  production  of 
the  thing  which  is  exported  to  pay  for  it. 

Since  all  trade  is  m  reahty  barter,  money  being  a  mere  instrument  for 
exchanging  things  against  one  another,  we  will,  for  simplicity,  begin  by 
sLipposmg  the  international  trade  to  be  in  form,  what  it  always  is  in 
reality,  an  actual  inicking  of  one  commodity  against  another.  As  far  as 
we  have  hitherto  proceeded,  we  have  found  all  the  laws  of  interchange  to 
be  essentially  the  same,  wbcther  money  is  used  or  not  j  money  never 
governing,  but  always  obeying,  those  general  laws. 

If,  then  England  imports  wine  from  Spain,  giving  for  every  pipe  of 
wine  a  bale  of  cloth,  the  exchange- value  of  a  pipe  of  wine  in  England 
will  not  depend  upon  what  the  production  of  the  wine  may  have  cost  in 
Portugal,  but  upon  what  the  produciioa  of  the  clolli  has  coat  in  England. 
Though  the  wine  may  have  cost  in  Portugal  the  equivalent  of  only  ten 
days' labour,  yet,  if  the  cloth  cost  in  England  twenty  days'  labour,  the  wine, 
when  brought  to  England,  will  exchange  for  the  produce  0/  twenty  days' 
English  labour  //i/j  the  cost  of  carri.age,  including  the  usual  profit  on  the 
importers  capital  during  the  time  it  is  locked  up  and  withheld  from  other 
employment 

'Ibe  value,  then,  in  any  country,  of  a  foreign  commodity,  depends  oq 
the  quantity  of  home  produce  which  must  be  given  to  the  foreign  country 
in  exchange  for  il  In  other  woids,  the  values  of  foreign  commodities 
^epeiid  0x1  the  termg  of  international  exchange.    What,  then,  do  these 
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lime  and  from  place  to  place.  To  confoand  these  two  ideas,  would  be 
ntucK  the  same  lluug  as  tu  overlook  the  distinction  between  the  Ihcr- 
raomcler  and  the  fire. 


CHAPTER  XVI. 

OF  SOME    PECULIAR  CASES  OF  VALVE. 

§  I.  The  general  laws  of  value,  in  all  the  more  important  cases  of  tha 
inlerchan>;e  of  commodities  in  the  same  country,  have  now  been  investi- 
gated. We  examined,  firaL  the  case  of  monopoly,  in  which  the  value  is 
delermiiied  liy  eitiver  a  natmil  or  :m  artificial  limilation  of  ([unntity,  that 
is,  by  demand  .ind  supply  :  secondly',  the  case  of  free  competition,  whan 
the  article  can  be  produced  in  indefinile  (juantity  at  the  same  coat ;  in 
which  case  the  permanent  value  is  determined  by  the  cost  of  production, 
and  only  the  fluctuations  by  supply  and  demand  :  thir^|lj^  a  mixed  case, 
that  of  the  articles  which  can  be  produced  in  indefinite  quantity,  but  not 
at  the  same  cost ;  in  which  case  the  permanent  value  is  deiennined  by  Ihe 
greaicsi  cost  which  it  is  necessary  to  incur  in  order  to  obtain  the  required 
supply.  And  jjaijlv-  v,c  Lave  found  that  money  itself  is  a  commodity  of  the 
third  class  ;  that  ils  value,  in  a  slate  of  freedom,  is  governed  by  the  same 
laws  as  the  values  of  other  commodities  of  its  class  ;  and  that  prices, 
therefore,  follow  the  same  laws  as  values. 

From  this  it  appears  that  demand  and  supply  £Qyertt-Uifi_flU£luations  of 
values  and  prices  in  alt  cases,  and  the  permanent  values  and  prices  of  all 
things  of  which  the  supply  is  dctcrmip' ''  h-  -■>"  -^  ■";-—  "-bAv  ihm  that 
of  free  competition  ;  but  that,  under  tli  nj^s  are, 

on  the  average,  cjcdiingcd  fur  each  olli^.  ^.  -^^^  .^;..__,  ...:„  ^^ij  at  such 
prices,  a^i  afford  equal  cxpettauon  of  advant;tyc  w  all  da&iiea.uLp tuduccrs  ; 
which  can  only  be  wlrca  things  exchange  fof  one  ajioilicr  iu  the  ratio  of 
their  cost  of  production, 

It  :5  now,  however,  necessary  to  take  notice  of  certain  cases,  to 
which,  from  their  peculiar  nature,  this  law  of  exchange  value  is 
inapplicable. 

ll  sometimes  happens  that  two  diflerent  commodities  have  what  may 
be  lenned  a  loint  cost  of  nrpfji^tip"  They  are  both  products  of  the 
6arue  operation,  or  set  of  operations,  and  the  outlay  is  nicurred  for  the 
sake  of  both  together,  not  part  for  one  and  part  for  the  other.  The  same 
outlay  would  have  to  be  incurred  for  either  of  the  two,  if  the  other  were 
not  wanted  or  used  at  all.  There  arc  not  a  few  instances  of  commodities 
thus  associated  in  their  production.  For  example,  coke  .ind  coal-gas 
are  both  produced  from  the  same  materi:i],  .ind  by  the  same  operation. 
In  a  more  parrial  senses,  mutton  and  wool  arc  an  example  :  beef,  hides, 
and  tallow  :  calves  and  dairy  produce  :  chickens  and  eggs.  Cost  of  pro- 
duction can  have  nothing  to  do  with  deciding'  the  value  of  the  associated 
commodities  relatively  to  each  other.  It  only  decides  their  joint  value. 
The  gas  and  the  coke  together  h.ivc  to  repay  the  expenses  of  their  pro- 
duction, with  the  ordinary  profit.  To  do  ihis,  a  given  cjuamiiy  of  gas, 
together  with  the  coke  which  is  the  residuum  of  its  manufacture,  must 
exchange  for  other  Ihinys  in  the  ratio  of  their  joint  cost  of  production. 
But  ho^v  much  of  the  reiimneraiion  of  the  producer  shall  be  derived  from 
llie  cok<^  and  how  mucb  from  the  gas,  remains  to  be  decided.    Cost  of 
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production  docs  not  dctennmc  their  prices,  but  the  sum  of  the  prices. 
A  principle  is  wanting  to  apportion  the  expenses  of  production  between 
the  two. 

Since  r»^r  e,^  prn.lLirilr.n  h^rf.  faitc  m*,  ii/»  m,^f\  r^vMt  trt  a  law  nf  valiia 


and  supply.    T*"*  i-"v  i'..tTy"  '*"  ^*""'"^  f"^  -  ^-^"^"^ 


,t  ihe  value  aiijusis  itself  so  th.'vt  Ui' 
"     "Jhi^fUrr^"^  **'*  pnin^Jplo  of  rep. 


fv  vnnra  wiltj^itS 

bciSqual 

J  -•g.juAJn 


valU 
to 
quest  oj_ 

Suppose  that  a  certain  quantity  of  gas  is  produced  and  sold  at  a  certain 
price,  and  that  the  residuum  of  roke  is  offered  at  a  price  which,  together 
with  that  of  the  gas,  repays  the  expenses  with  the  ordinary  rate  of  profit. 
Suppose,  too,  that  at  the  price  put  iipon  the  gas  and  coke  respectively, 
the  whole  of  the  gas  finds  an  c:i.sy  nwrket,  without  cither  surplus  or  de- 
ficiency, but  that  purchasers  cannot  be  found  for  all  the  coke  correspond- 
ing to  It.  The  coke  will  be  oft'eied  at  a  lower  price  in  order  to  force  a 
market.  But  this  lower  price,  tog-ether  with  the  price  of  the  gas,  will  not 
be  remunerating  :  the  manuraciure,  as  a  whole,  will  not  pay  its  expenses 
with  the  ordinary  profit,  and  will  rot,  on  these  terms,  continue  to  be 
carried  on.  TIic  tias.  therefore,  uu&t  be  sold  at  a  hiyher  price,  to  make 
up  for  the  deficiency  01  rn^'  '"V-.-  The  demand conseiiuenUycoQlraciinif, 
the  piiiJi.i  iliiu    ■■\V.l    !■  ii  iL  reduced;    and   prices   will    Ijecome 

EtatTO"n;i;-y  w  hen,  by  [ii'  ^  ■■  ■  '  1  :  '-  I  of  the  rise  of  gas  and  the  fall  of  coke, 
so  much  less  of  rhc  first  is  sold,  and  so  much  more  of  the  second,  that 
tijevc  is  now  a  market  for  ail  the  coke  which  xeaulu  fioni  the  eAi&iing 
extent  of  the  tj-a*  Tnaoufaciure. 

Or  suppose  the  reverse  case  ;  that  more  coke  is  watitcd  at  Ihe  present 
prices,  than  can  be  supplied  by  the  ojiorations  required  b^  the  estbling 
demand  for  ^;as.  Coke,  being  now  in  deficiency,  will  1  ise  in  price.  'ITie 
whole  operation  will  yield  more  than  the  usual  rate  of  pronr,  and  ad- 
ditional rapit.il  will  be  attracted  to  the  manufacture.  'I'hc  unsatisfied 
demand  for  coke  will  be  supplied  ;  but  this  cannot  be  done  without  in- 
creasing the  supply  of  gas  too;  and  as  the  existing  demand  was  fully 
supplied  already,  an  increased  quantity  can  only  find  a  market  by  lower- 
ing the  price.  The  result  will  be  that  the  two  together  will  yield  the 
return  required  by  their  joint  cost  of  production,  but  that  more  of  this 
return  rhan  before  will  be  furnished  by  the  coke,  and  less  by  the  gas. 
Equilibrium  will  be  attained  whcu  the  demand  for  each  article  fits  so  well 
with  the  demand  for  tlic  other,  that  the  quantity  required  of  each  is 
exactly  as  much  as  is  generated  in  producing  the  ciuanlily  required  of  the 
other.  If  there  is  any  surplus  or  deficiency  on  either  side  ;  if  there  is  a 
demand  Tor  coke,  and  not  a  dema,nd  for  aJl  the  gas  produced  along  with 
it,  or  T/jVtf  versa  ;  the  values  and  prices  of  the  two  things  will  so  readjust 
themselves  that  both  shall  find  a  market.    _ 

W]»;n^  ''"''•'ifVP'i  'VijB  VV  more  commodities  hav^  a  'oiBt  CfV*  °^  jiratlnr- 
^onj  tneir  nalurat-itaiut^s  rqji^ivaY  *^  «»!»-^-fttl.*.--a«>  ,iT^f^^f.  \i\P^  will 
CrCHic  a  nen'  ■     "  " 
sent  forth  li 


■-:  i^a' 


m 


iftrn''^  1^^  *^i'  qiip"*'^^"^  in  whir^  .ibey.  are 

'''"^.rrfr**°     l^^^  theorem  is  not  in  itself  of  any 

illustration  it  affords  of  the  law  of  demand, 

■  li£fl_£OSL  of  production  falls  to  be  applicable, 

til ._.  ,1.-.-;,   J    ..,.     :>  to  supply  the  vacancy,  is  worthy  of  iiailicular 

altcnliun,  as  we  shall  find  in  the  next  chapter  but  one  that  sometning  very 
imiUtr  mkes  place  in  cases  of  much  grater  moment. 


^ 


question  man  tiK  issW  ant 

The  case  wotild  present  nothing  peculiar,  if  different  agricultural 
products  were  either  grown  indiscriminately  and  with  equal  ad%aniage  on 
the  same  soils,  or  wholly  on  difiercnt  soils.  The  diflicuUy  arises  t'rom  iwo 
things  :  first,  that  most  scils  are  fitter  for  one  kind  of  produce  than 
another,  without  being  absolutely  tmSi  for  any  ;  and  secondly,  the  rota- 
tion of  crops. 

For  simplicity,  we  will  confine  our  supposition  to  two  kinds  of  agricul- 
tural produce,  for  instance,  n-heat  and  oats.  If  all  soils  were  equally 
adapted  for  wheat  and  for  oats,  both  would  be  grown  indiscriminately 
on  all  soils,  and  their  relative  cost  of  production,  being  the  same  every- 
where, would  go\'ern  their  relative  value.  If  the  same  labour  which  grows 
three  quarters  of  wheal  on  any  given  soil,  would  Mways  grow  on  thai  soil 
five  quarters  of  oats,  the  three  and  the  five  quaners  would  be  of  the 
same  value. '  If,  again,  wheat  and  oats  could  not  be  grown  on  the  same 
soil  at  all,  the  value  of  each  would  be  determined  by  its  peculiar  cost  of 
production  on  the  least  favourable  of  the  soils  adapted  for  it  which  the 
existing  demand  required  a  recourse  to.  The  fact,  however,  is  lliat  both 
wheat  and  oats  can  be  grown  on  almost  any  soil  which  is  capable  of  pro- 
ducing cither  :  but  some  soils,  such  as  the  stilT  clays,  are  better  adapted 
for  wheat,  while  others  (the  li^ht  sandy  soils)  arc  more  suitable  for  oats. 
There  may  be  some  soils  which  wilt  yield  to  the  same  quantity  of  labour 
only  four  auarters  of  oats  to  three  of  wheat ;  others  perhaps  less  than 
three  of  wheat  to  five  quarters  of  oats.  Among  these  diversities,  what 
determines  the  relative  value  of  the  two  things? 

h  ■<_;y''J^iir  lliat  en'^^^  g"*-*  wjl^he  culiivffied  ia_pcEihteiicc.  on  the  soils 
wKTcli  are  h^ttor  flf^aplcdf'JE  t*  *^V*  for  the  other  ;  andil  tlie  demand  Is 
BQITptlccI  from  Ihcsc  alooc,  the  values  of  the  twa  frraia^-wilL  havc.no  refer- 
ence to  one  another.  Um  when  the  demand  for  both  is  such  as  to  require 
that  each  shuuld  be  grown  nut  only  on  the  soils  peculiarly  filled  tot  it.  but 
on  the  medium  soils  which,  jvithoui  being  specifically  adapted  to  either, 
are  about  equally  suited  for  both,  the  cost  of  production  on  those  medium 
soils  will  determine  the  relative  value  of  the  two  grains  ;  while  the  rent 
of  the  soils  specifically  adapted  to  each,  will  be  regulated  by  their  pro- 
ductive power,  considered  with  reference  to  that  one  alone  to  whith  (hey 
are  peculiarly  applicable.  Thus  far  the  question  presents  no  difficulty,  to 
anyone  to  whom  the  general  principles  of  value  are  familiar. 

It  may  happen,  however,  that  ihc  demand  for  one  of  ihc  two,  ss,  for 
example  whcntv  may  so  outstrip  the  demand  for  the  oi1m_:.  ;i^  not  only  to 
occupy  the  soils  specially  sillied  for  %vheal,  but  to  Lii^t  i^t.  entirely  those 
equally  suitable  to  both,  and  even  encroach  iijinn  tli. .  -..^  whith  are  belter 
aaaptcd  to  oats.  Tjf  .tccate  an  inducement  f-.i  ihi-^  unequal  apportion- 
ment of  the  cultivation,  wlieat  intist  be  relatively  dearer,  and  oats  cheaper, 
than  according  to  the  cost  of  their  production  on  the  medium  land. 
Their  relative  value  must  be  in  proportion  to  the  cost  on  that  quality  of 
lanB,  whatever  it  may  bej  on  which  the  comparative  demand  for  the  two 
grains  requires  that  both  of  them  should  be  grown.  If,,  from  the  stale  of 
the  demand,  the  two  cuhivalions  meet  on  land  more  favourable  to  one 
than  to  the  other,  thai  one  will  be  cheaper  and  the  other  dearer,  in  rela- 
tion 10  each  other  and  to  things  in  general,  than  if  the  oroportioiial 
demand  were  as  we  first  supposed. 
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Here,  then,  wc  obtain  a  fresh  illustratior),  in  a  somewhat  different 
mnnner,  of  the  operation  of  demand,  not  as  an  occasional  disturber  of 
value,  but  as  a  permanent  regulator  of  it,  conjoined  wiili,  or  supplementary 
to,  cost  of  production. 

The  case  of  rotation  of  crops  does  not  require  separate  analysis,  being 
a  case  of  joint  cost  of  production,  like  that  of  gas  and  coke.  If  it  were 
ihe  practice  to  grow  white  and  ffrecn  crops  on  .ill  !aiid  in  alternate  years, 
the  one  being  necessary  as  much  for  the  sake  of  tlie  oilier  as  for  its  own 
sake  ;  the  farmer  would  derive  his  remuneration  for  twn  years'  expenses 
from  one  white  and  one  green  crop,  and  the  prices  of  the  two  woidd  so 
adjust  themselves  as  to  create  a  demand  which  would  carry  off  an  equal 
number  of  white  and  of  green  crops. 

There  would  be  little  difficulty  in  finding  other  anomalous  cases  of 
value,  which  it  might  be  a  useful  exercise  to  resolve  :  but  It  is  neither 
desirable  nor  possible.  In  a  work  like  the  present,  to  enter  more  into 
details  than  is  necessary  for  the  elucidation  of  principlss.  I  now  there- 
fore proceed  to  the  only  part  of  the  general  theory  of  exchange  which  has 
rot  yet  been  touched  upon,  that  of  International  Exchanges,  or,  to  speak 
more  gencriJly,  exchanges  between  distant  places. 


n 
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§  I.  The  causes  which  occasion  a  commodity  to  be  brought  from  a 
distance,  instead  of  being  produced,  as  convenience  would  seem  to 
dictate,  as  near  as  possible  to  the  market  where  it ':%  to  be  sold  for  con- 
sumption, are  usually  conceived  in  a  rather  superficial  manner.  Some 
things  it  is  physically  impossible  to  prnduce,  except  in  particular  circum- 
stances of  Jicat.  soil,  water,  or  atmosphere.  But  there  are  many  things 
which,  though  they  could  be  produced  at  home  withoLit  difficulty,  and  in 
any  quantity,  are  yet  imported  from  a  distance.  The  explanation  which 
would  be  popularly  given  of  this  would  be,  that  it  is  cheaper  to  import 
than  to  produce  them  ;  and  this  h  the  true  reason.  Eut  this  reason  itself 
requires  that  a  reason  be  given  for  it.  Of  two  things  prtxtuced  in  the 
same  place,  if  ooc  is  cheaper  than  the  other,  the  reason  is  that  it  can  be 
produced  with  less  labour  and  capital,  or,  in  a  word,  at  less  cost.  Is  this 
also  the  reason  as  between  things  produced  in  different  places?  Are 
things  never  imported  but  from  places  where  they  can  be  produced  with 
less  labour  (or  less  of  the  «lhcr  clement  of  cost,  time)  than  in  the  place 
to  which  they  are  brought  ?  Does  the  law,  that  jicrmanent  value  is  pro- 
portioned to  cost  of  production,  hold  good  between  commodities  pro- 
duced in  distant  places,  as  it  does  between  those  produced  iil  adjacent 
places  ? 

We  shall  find  that  it  does  not.  A  thing  may  sometimes  be  sold 
cheapest,  by  being  produced  in  some  other  place  than  that  at  which  it 
can,  be  produced  with  the  smallest  amount  of  labour  and  abstinence. 
Kngland  might  import  corn  from  Poland,  and  pay  for  it  in  cloth,  even 
though  she  had  a  decided  advantage  over  Poland  in  the  productian  of 
both  the  one  and  the  other.  England  might  send  cottons  to  Tortugal  in 
exchange  for  wine,  alUiough  Portugal  might  be  able  to  produ(;c  cottOHS 
nth  a  less  amomit  of  labour  aitU  capital  thaa  England  <;uul.d. 
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are  many  things,  especially  bulky  anides,  which  every,  or  almost  every 
coDBtry  produces  wiihin  itsel£  After  exportbg  the  ihin^s  in  which  it  can 
employ  itself  most  advantageously,  and  unportiag^  those  in  which  it  is 
tinder  the  greatest  diih^d vantage,  there  are  many  lying  between,  of  which 
the  relative  cost  of  production  in  that  and  in  other  countries  differs  so 
little,  that  the  cost  of  carriage  would  absorb  more  than  the  whole  saving 
in  cost  of  production  which  would  be  obtained  by  importing  one  and 
exporting  another.  Tliis  is  the  case  with  nameroos  commodities  of 
common  consumption  ;  including  the  coarser  qualities  of  many  articles  of 
food  and  manufacture,  of  which  the  finer  kinds  are  the  subject  of  exten- 
sive international  traffic 

5  4.  Let  us  now  introduce  a  greater  number  of  commodities  thnn  the 
two  we  have  hitherto  supposed.  Let  cloth  and  linen,  howe\-er,  be  still  the 
articles  of  which  the  comparative  cost  of  production  in  England  and  in 
Germ.iny  differs  the  most ;  so  that  if  they  were  confined  to  two  com- 
modities, these  would  be  the  tno  which  it  would  be  most  their  interest  to 
exchange.  We  will  now  again  omit  cost  of  carriage,  which,  having  been 
shown  not  to  affect  the  essentials  of  the  question,  does  but  embarrass 
unnecessarily  the  statement  of  it.  Let  us  suppose,  then,  that  the  demand 
of  England  for  linen  i^  either  so  much  greater  than  that  of  Germany  for 
cloth,  or  so  much  more  extensible  by  cheapness,  that  if  England  had  no 
commodity  but  cloth  which  Gennany  would  take,  the  demand  of  England 
would  force  up  the  terms  of  interchange  to  to  yards  of  cloth  for  only  16 
of  linen,  so  that  England  would  gain  only  the  difference  between  l$  and 
16,  Germany  the  difference  between  16  ajid  20.  But  let  us  now  suppose 
that  England  has  also  another  commodity,  say  iron,  which  is  in  demand 
in  Cennao]^,  and  that  the  quantity  of  iron  which  is  of  equal  value  in 
England  with  10  yards  of  cloth  (let  us  call  this  quantity  a  hundred 
weight)  will,  if  produced  in  Germany  cost  as  much  labour  as  iS  j-ards  of 
linen,  so  that  if  offered  by  England  for  17,  it  will  undersell  the  German 
producer.  In  these  circumstances,  linen  will  not  be  forced  up  to  the  rate 
of  16  yards  for  10  of  cloth,  but  will  stop  at  17  ;  for  although,  at  that  rate 
of  interLhange,  Germauy  will  not  take  enough  cloth  to  pay  for  all  the 
linen  required  by  England,  she  will  take  iron  for  the  rcinauider,  and  it  is 
the  same  thinff  10  England  whether  she  gives  a  hundred  weight  of  iron  or 
10  yards  of  clotli,  both  being  made  at  the  same  cost.  If  we  now  superadd 
coals  or  cottons  on  the  side  of  England,  and  wine,  or  com,  or  timber,  on 
the  side  of  Germany,  it  will  make  no  difference  in  the  principle.  The 
exports  of  each  country  must  exactly  pay  for  the  imports  ;  meaning  now 
the  aggregate  exports  and  imports,  not  those  of  panicolar  commodities 
taken  singly.  The  produce  of  fifty  days'  English  labour,  whether  in  clotbt 
coals,  iron,  or  any  other  exports,  will  exchange  for  the  produce  of  forty,  or 
fifty,  or  sixty  days'  Gennan  labour,  in  linen,  wine,  com,  or  timber,  accord- 
ing to  the  international  demand.  There  is  some  proportion  at  which  the 
demand  of  the  two  countries  for  each  others  products  will  exactly  corre- 
spond ;  so  that  the  things  supplied  by  England  to  Germany  will  be  com- 
pletely paid  for.  and  no  more,  by  those  su])pUed  by  Germany  to  England. 
This  accordingly  will  be  the  ratio  in  which  the  produce  of  English  and 
the  produce  of  Gennan  labour  will  exchange  for  one  anolher. 

If;  tJierefore,  ii  be  asked  what  country  draws  to  itself  the  greatest  share 
of  the  advantage  of  any  trade  it  carries  on,  the  answer  is,  the  country  for 
whose  productions  there  is  in  other  countries  the  greatest  demand,  and  a 
H.mand  the  most  susceptible  of  increase  from  additional  cheapness,    lo 
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so  far  as  the  prodyct'ions  of  any  country  possess  this  jjrop^rty,  the  country 
obtains  all  foreign  commodities  ;it  less  cost-  !t  gets  its  imports  cheaper, 
the  greater  Ihe  intensity  of  the  demand  in  foreign  counlries  for  ils  exports. 
It  also  gets  its  imports  cheaper,  the  less  the  extent  and  intensity  of  ils  own 
demand  (for  them.  Tlie  market  is  cheapest  to  those  whose  demand  is 
smnll  A  country  which  desires  few  foreign  productious,  and  only  a 
limited  quantity  of  them,  while  ils  own  commodities  are  in  great  request 
in  foreign  countries,  will  obtain  its  limited  imports  at  extremely  small 
cost,  that  is,  in  exchange  for  the  produce  of  a  very  small  quantity  of  its 
labour  and  capital. 

Lastly,  having  introduced  more  than  the  original  two  commodities  into 
the  hypothesis,  let  us  also  introduce  more  than  the  original  two  countries. 
After  the  demand  of  England  for  the  linen  of  Germany  has  raised  the 
rate  of  interchange  to  lo  yards  of  cloth  for  |6  of  linen,  suppose  a  trade 
opened  between  England  and  some  other  country  which  also  exports 
linen.  And  let  us  suppose  that  if  England  had  no  trade  but  with  this 
third  country,  ihe  play  of  iniemational  demand  would  enable  her  to 
obtain  from  if.  for  lo  yards  of  cloth  or  its  equivalent,  17  yards  of  linen. 
She  evidentij  would  not  go  on  buying  linen  from  Gennany  at  the  farmer 
rale  ;  Germany  would  be  undersold,  and  must  consent  to  give  17  yards, 
like  the  other  country.  In  this  case,  the  circumstances  of  production  and 
of  demand  in  the  third  country  are  supposed  to  be  in  themselves  more 
advantageous  to  England  than  the  circumstances  of  Germany  ;  but  this 
supposition  is  not  necessary  :  we  might  suppose  that  if  the  trade  with 
Germany  did  not  exist,  England  would  be  obliged  to  give  to  the  other 
country  the  same  advantageous  terras  which  she  gives  to  Germany;  la 
yards  of  cloth  for  16,  or  even  less  than  16,  of  linen.  Even  so,  the  opening 
of  the  third  country  makes  a  great  difference  in  favour  of  England.  There 
is  now  a  double  market  for  English  exports,  while  the  demand  of  England 
for  linen  is  only  what  it  was  before.  This  necessarily  obtains  for  England 
more  advantageous  terms  of  interchange.  The  two  countries,  requiring 
much  more  of  her  produce  than  was  required  by  either  alone,  must,  in 
order  to  obtain  it,  force  an  increased  demand  for  their  exports,  by  offering 
them  at  a  lower  value. 

It  deserves  notice,  that  this  effect  in  favour  of  England  from  the  open' 
ing  (if  another  market  for  her  exports,  will  equally  be  produced  even 
though  the  country  from  which  ihe  demand  comes  should  have  nothing- 
to  sell  which  England  is  willing  to  take.  Suppose  that  the  third  country, 
though  she  requires  cloth  or  iron  from  England,  produces  no  hnen,  nor 
any  other  article  which  is  in  demand  there.  She,  however,  produces 
exportable  articles,  or  she  would  have  no  means  of  paying  for  imports  ; 
her  exports,  though  not  suitable  to  the  English  consumer,  can  find  a 
market  somewhere.  As  we  are  only  supposing  three  countries,  wc  must 
assume  her  to  find  this  market  in  Germany,  and  to  pay  for  what  she 
imports  from  England  by  orders  on  her  German  customers.  Germany, 
therefore,  !>esides  having  to  pay  for  her  own  imports,  now  owes  a  debt  to 
England  on  account  of  the  third  country,  and  the  means  for  both  pur- 
poses must  be  derived  from  her  exportable  produce.  She  must  therefore 
tender  that  produce  to  England  on  tcnns  stifficicnily  favourable  to  force 
a  demand  equivalent  to  tjiis  double  debt  Everything  will  take  place 
precisely  as  if  the  third  country  had  bought  German  produce  with  her 
own  goods,  and  offered  that  produce  to  England  in  exchange  for  hers. 
There  is  an  increased  demand  for  EngUsh  goods,  for  which  German  goods 
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have  to  fumiaTi  Ihft 


3nly  he  done  by  fon 


yment ;  and  this  ( 
increased  demand  for  them  in  England, 

Thus  an  increase  of  demand  for  a  countiVs  acpons  in  any  foreign  country 
enables  her  to  obtain  more  cheaply  even  those  imports  which  she  procure; 
from  otlier  quarters.  And  conversely,  an  increase  of  her  own  demand  fo 
any  foreign  commodity  compels  her,  cafens parious^  to  pay  dearer  Ibr  al 
foreign  commodities.  J 

§  5.  The  law  which  we  have  now  illustrated,  may  be  appropriaM 
named,  the  Equation  of  International  Demand.  It  may  be.  conciad] 
stated  as  follows.  The  produce  of  a  country  exchanges  for  the  produa 
of  other  countries,  at  such  values  as  are  reauired  in  order  that  the  ^hoh 
of  her  exjiorts  may  exactly  pay  for  the  whole  of  her  imparts.  This  la«i 
of  International  Values  is  but  an  extension  of  the  more  g-eneral  law  a 
Value,  which  we  call  the  Equation  of  Supply  and  Ucmand.*  We  huj 
seen  tliat  the  value  of  a  commodity  always  so  adjusts  itself  as  to  bnn 
the  demand  to  the  exact  level  of  the  supjjly.  But  all  trade,  either  betweci 
naiions  or  individuals,  is  an  inLerch.ange  of  commodities,  in  which  ih( 
things  that  they  respectively  have  to  sell,  constitute  also  their  means  o 
purchase :  the  supply  brought  by  the  one  constitutes  his  demand  foi 
what  is  brought  by  the  other.  So  tliat  supply  and  demand  arc  bm 
another  expression  for  reciprocal  demajid ;  and  to  say  that  value  wU 
adjust  itself  so  as  to  e<|uali;ce  demand  with  supply,  is  in  fact  lo  say  t' 
it  will  adjust  itself  bo  as  to  equalize  the  demand  on  one  side  with 
demand  on  the  other. 

To  trace  the  consequences  of  the  law  of  International  Values  th 
their  wide  rami  locations,  would  occupy  more  space  than  can  be  devot 
[Q  such  a  piir|7ose  in  the  present  treatise.  Several  of  those  consequences 
were  indicated  in  the  Essay  already  auoicd  ;  and  others  have  ben 
pointed  out  in  llie  writings  of  Colonel  Torrens,  who  appears  to  mc  sin 
stantially  correct  in  his  general  view  of  the  subject,  and  who  has  st^ 
ported  it  with  great  closeness  and  consecutivencss  of  reasoning,  though 
bis  conclusions  are  occasionally  pushed  much  beyond  what  appear  to  uic 
the  proper  limits  of  the  principle  on  which  they  are  grounded.  jm 

There  Is  one  special  application  of  the  law,  which  I  think  Jt  advisaol 
lo  notice,  both  as  being  in  itself  not  unimportant,  and  as  bearing  on  tn€ 
question  which  will  occupy  us  in  the  next  chapter,  but  especially  as  C0Q< 
diicing  to  the  more  full  and  clear  understanding  of  the  law  itself. 

We  have  seen  that  the  value  at  which  a  country  purchases  a  forcij 
commodity,  does  not  conform  to  the  tost  of  produution  in  the  coun. 
from  which  the  commodity  comes.  Suppose  now  a  change  in  that  cost 
production  ;  an  improvement,  for  example,  in  the  process  of  manufaclu: 
Will  the  benefit  of  the  improvement  be  fully  participated  in  by  the  otl 
countries?  Will  the  commodity  be  sold  as  much  cheaper  to  foreigm 
as  it  is  produced  cheaper  at  home  ^  This  question,  and  the  considcrati 
which  mu5l  be  entered  into  in  order  to  resolve  it,  arc  well  adapted  to  \ 
the  worth  of  the  theory, 

I^t  us  first  .tuppnse,  that  the  improvement  is  of  a  nature  to  create  a  : 
branch  of  export ;  to  make  foreigners  resort  to  the  country  far  a  c 
modity  which  ihcy  had  previously  produced  at  home.  On  this  suppo 
tion,  the  foreign  demand  for  the  productions  of  the  country  is  tncreaso 
which  necessarily  alters  the  international  values  to  its  advantage,  iwd 
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the  (lisadvnntage  of  foreign  countries,  who,  therefore,  though  they  par- 
ticipate in  the  benefit  of  ihe  nciv  product,  must  purchase  that  benefit  by 
paying  for  all  iho  other  productions  of  the  coimli-y  at  a.  dearer  rMc  than 
before.  How  much  dearer,  will  depend  on  the  degree  necessary  for  re- 
establishing, umler  these  new  conditions,  the  Equ.-ition  of  International 
Demand.  These  consequences  follow  in  a  very  obvious  manner  from  the 
law  of  international  values,  and  I  shalt  not  occupy  spa.cc  in  iUustrattoG; 
them,  but  shall  pass  to  the  more  frequent  case,  of  an  improvement  which 
does  not  create  a  new  article  of  export,  but  lowers  the  cost  of  production 
of  something  which  the  couuUy  already  exported. 

It  being  advantageous,  in  discussions  i>f  this  complicated  nature,  to 
employ  definite  numerical  amounts,  we  shall  return  to  our  original 
example.  Ten  yards  of  cloth,  if  produced  in  (Jermany,  would  require  thft 
same  amount  of  labour  and  capital  as  twenty  yards  of  linen  -  but,  by  the 
play  of  internatiunal  demand,  they  can  be  oblained  from  England  for 
seventeen,  Suppose  now,  that  by  a  mechanical  improvement  made  in 
Germany,  and  not  capable  of  lieing  iransferrcd  to  Englind,  the  same 
quantity  of  labour  and  capit.il  which  produced  twenty  yards  of  linen,  is 
enabled  to  produce  thirty.  Linen  falJa  one-third  in  value  in  the  Gemian 
market,  as  compared  with  other  commodities  produced  in  Germany.  Will 
it  also  fall  one-third  as  compared  with  English  cloth,  thus  giving  to 
England,  in  commaii  with  Gennnny,  the  full  benefit  of  the  imjirovement? 
Or  (ought  we  not  rather  to  say),  since  the  cost  to  England  of  obtaining 
linen  was  not  regulated  by  the  cost  to  Germany  of  producing  it^  and  since 
England,  accordingly,  did  not  get  the  entire  benefit  even  of  the  twenty 
yards  which  Germany  could  have  given  for  ten  yards  of  cloth,  but  only 
obtained  seventeen — why  slioutd  she  now  obtain  more,  inerely  because  this 
theoretical  limit  is  removed  ten  degrees  furdier  off? 

'  It  is  evident  that  in  the  outset,  the  improvement  will  lower  the  valae  of 
linen  in  Germany,  in  relation  to  all  oilier  cnmrnodities  in  the  German 
market,  including,  among  the  rest,  even  tbo  imported  commodity,  cloth. 
If  lo  yards  of  cloth  previously  exchanged  for  17  yards  of  linen,  they  will 
now  exchange  for  half  as  nrtuch  more,  or  35.;  yards.  But  whether  tliey 
will  continue  lo  do  ao,  will  wholly  depend  on  the  cfiect  which  this 
increased  cheapness  of  linen  produces  on  ihe  inlernalionnl  demand. 
The  demand  for  linen  in  England  could  scarcely  fail  to  be  in- 
creased. But  it  might  be  increased  eidicr  in  proportion  lo  tho 
cheapness,  or  in  a  greater  proportion  than  the  cheapness,  or  in  a  less 
proportion. 

Ifthe  demand  was  increased  in  the  same  ptoportionwith  thecheapness, 
England  would  take  as  many  times  25^  yards  of  linen,  as  the  number  of 
times  i7y.'\vds  which  she  look  previously.  She  would  expend  in  linen 
exactly  as  much  of  cloth,  or  of  the  equivalents  of  cloth,  as  much  in  short 
of  the  collective  income  of  her  people,  as  she  did  before.  Germany  oa 
her  part,  would  probably  require,  at  that  rate  of  interchange,  the  same 
quantily  of  cloth  as  before,  because  it  would  in  reality  cost  her  exactly  as 
much  ;  25^  yards  of  linen  being  now  of  the  .s.imc  value  in  her  market  as 
17  yards  were  before.  In  this  casCj  therefore,  10  yards  of  cloth  for  255  of 
linen  is  the  rate  of  interchange  which  under  these  new  conditions  would 
restore  the  etiuation  of  international  demand  ;  and  England  would  obtain 
linen  one-th'  1  cheaper  than  before,  being  Ihe  same  advantage  as  wai 
obtained  by  Germany. 

U  might  happen,  however,  that,  this  great  cheapei^ip^  of  linen  ^yool^ 
1 '  tfe— 1 
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ncrease  (Tie  demand  for  ii  in  England  in  a  greater  ratio  than  the  increase 
of  cheapness  ;  and  that  if  she  before  wanted  i^ooa  times  17  yards,  she 
would  now  require  more  than  1,000  limes  ssJ  yards  to  satisfy  her  demand. 
Ifso,  the  equation  of  intcniational  demand  cannot  establish  itself  at  that 
rate  of  interchange ;  to  pay  for  the  hnen  England  must  offer  cloth  on 
more  advantageous  icmis  :  say,  for  example,  10  yards  for  3i  of  linen  ;  so 
that  England  will  not  have  the  full  benefit  of  the  improvement  in  the  pro- 
duction of  linen,  while  Germany,  in  addition  to  that  benefit,  will  also  pay 
less  for  cloth.  But  again,  it  is  possible  that  England  might  not  desire  to 
increase  her  consumption  of  linen  in  even  so  great  a  proportion  as  that  of 
the  increased  cheapness ;  she  might  not  desire  sn  great  a  quantity  as 
1,000  times  2Si  yards  :  and  in  that  case  Germany  must  force  a  demand, 
by  ofFering  more  than  25J  yards  of  linen  for  lo  of  cloth  ;  linen  will  be 
cheapened  in  England  m  a  still  greater  degree  than  in  Germany  ;  while 
Germany  will  obtain  cloih  on  more  unfavourable  terms,  and  at  a  higher 
exchange  value  than  before. 

After  what  has  already  been  said,  it  is  not  necessary  to  partlculariie 
the  manner  In  which  these  results  might  be  modified  by  introducing  into 
the  hypothesis  other  countries  and  other  commodities.  There  is  a  further 
circumstance  by  which  they  may  also  be  modified.  In  the  case  supposed, 
the  consumers  of  Germany  have  had  a  part  of  their  incomes  set  at  liberty 
by  the  increased  cheapness  of  linen,  which  tliey  may  indeed  expend  in 
increasing  their  consumption  of  that  article^  but  which  they  may,  like- 
wise, expend  in  other  articles,  and  among  others,  in  cloth  or  other 
imported  commodities,  This  would  be  an  additional  element  in  the 
international  demand,  and  would  modify  more  or  less  the  terms  of  inter- 
change. 

Of  the  three  possible  varieties  in  the  influence  of  cheapness  on  demand, 
which  is  the  more  probable  ?  that  the  demand  would  be  increased  more 
than  the  cheapness,  as  much  as  the  cheapness,  or  less  than  the  cheapness? 
This  depends,  on  the  nature  of  the  particular  commodity,  and  on  the 
tastes  of  purchasers.  When  the  commodity  is  one  in  general  request,  and 
the  fall  of  its  price  brings  it  within  the  reach  of  a  much  larger  class  of 
incomes  than  before,  the  demand  is  often  increased  in  a  greater  ratio  than 
the  fall  of  price,  and  a  larger  sum  of  money  is  on  the  whole  expended  in 
the  article.  Such  was  the  case  with  coftee,  when  its  price  was  lowered  by 
successive  reductions  of  ta-xation  ;  and  such  would  probably  be  the  case 
with  sugar,  wine,  and  a  large  class  of  commodities  which,  though  not 
necessaries,  are  largely  consumed,  and  in  which  many  consumers  induljfc 
when  the  articles  are  cheap  and  economize  when  they  are  dear.  But  it 
more  frequently  happens  that  when  a  commodity  falls  in  price,  le^s  money 
is  spent  in  it  than  before  :  a  greater  quantity  is  consumed,  but  not  so  great 
a  value.  The  consumer  who  saves  money  by  the  cheapness  of  the  article, 
will  he  likely  to  expend  part  of  his  saving  in  Increasing  his  consumption 
of  other  things  :  and  imless  the  low  price  attracts  a  large  class  of  new 
purchasers  who  were  either  not  consumers  of  the  article  at  all,  or  only  in 
small  quantity  and  occasionally,  a  less  aggregate  sum  will  be  expended  on 
it.  tepeaking  generally,  therefore,  the  third  of  our  three  cases  is  the  most 
probable  ;  and  an  improvement  in  an  exportable  article  is  likely  to  be  as 
beneficial,  if  not  more  beneficial,  to  foreign  coiinuies,  than  to  Uie  country 
where  the  article  is  produced.  ^ 

§  6.  We  DOW  pass  to  another  essential  part  of  the  theory  of  the  subject. 
There  are  two  senses  in  which  a  pountry  attain?  commodities  cheaper  by 
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(bre'ign  trade  j  in  tlie  sense  of  Value,  and  in  the  sense  of  Cost.    It  g«s 
them  cheaper  in  the  first  sense,  by  their  falling  in  value  relatively  to 
other  ihinys  :  the  same  quantity  of  them  exchanging,  in  the  country,  for 
■  a  smaller  quantity  than  before  of  the  other  produce  of  the  country.    In 
England,  after  the  trade  was  opened,  all  consumers  of  linen  obtained  17 
or  some  greater  number  of  yards  for  the  same  quantity  of  all  other  things 
for  which  they  before  obiained  only  15.     The  degree  of  cheapness,  in  this 
sense  of  the  temi,  depends  on  the  law  which  has  now  been  so  copiously 
illustrated,  that  of  Equation  of  Internationa]  Demand,    liut  in  the  other 
sense,  that  of  Cost,  a  country  gets  a  commodity  cheaper,  when  it  obtains 
a  greater  quantity  of  the  commodity  with  the  same  expenditure  of  labour 
t  and  capital.     In  this  sense  of  the  term,  cheapness  in  a  great  measure 
['depends  upon  a  cause  of  a  different  nature:  a  couriry  gets  it  imports 
''.cheaper,   in  proportion  to  the  general  productiveness  of  its  domestic 
industry  ;  to  the  gcneralefficiency  of  its  labour.  Tlic  labour  of  one  country 
may  be,  as  a  whole,  much  more  efticietil  than  that  of  annllier  ;  all  or 
most  of  the  commodities  capable  of  being  produced  in  hoih,  may  l>o  pro- 
duced in  one  atless  absolute  cost  than  in  the  other ;  which,  as  we  have 
seen,  will  not  necessarily  prevert  the  two  countries  from  exchanging 
commodities.     The  things  which  the  more  favoured  country  will  import 
^B  from  others,  are  of  course  those  in  »vhii:h  il  i&  least  superior;    but  by 
^■importing  them  it  acquires,  even  in  those  commodities,  the  same  advan- 
™'lage  which  it  possesses  in  the  articles  it  gives  in  exchange  for  them.  Thus 
the  countries  which  obtain  their  own  productions  at  least  cost,  also  get 
their  imports  at  least  cost. 

This  truth  will  be  made  more  obvious  jf  we  suppose  two  competing' > 
countries.  England  sends  cloth  to  Germany,  and  gives  ten  yards  of  it 
for  17  yards  of  linen,  or  for  something  else  which  in  Germany  is  the 
equivalent  of  those  17  yards.  Another  country,  as  for  example  France, 
does  the  same.  The  one  giWng'  jo  yards  of  cloth  for  a  certain  quantity 
of  Gemtan  commodities,  so  must  the  other:  if,  therefore,  in  England, 
these  10  yards  are  produced  by  only  half  as  much  labour  as  that  by  which 
ihey  are  produced  m  France,  the  linen  or  other  commodities  of  Germany 
will  cost  to  Eng^land  only  half  the  amount  of  labour  which  they  will  costyL 
to  France.  England  would  thus  obtain  her  imports  at  less  cost  than 
France,  in  the  ratio  of  the  greater  efficiency  of  her  labour  in  the  produc- 
tion of  cloth  :  which  might  be  taken  as  an  approximative  estimate  of  the 
efficiency  of  her  labour  };ciierally  ;  since  France,  as  well  as  England,  by 
selecting  cloth  as  her  article  of  export,  would  hai-e  shown  that  (nolivilh- 
standing  her  absolute  Inferiority)  it  w.as  still  the  commodity  in  which  her 
labour  was  relatively  the  most  efficient.  It  follows,  therefore,  that  every 
country  get  its  imports  at  less  cost,  in  propordon  to  the  general  efficiency 
of  its  labour. 

This  proposition  was  first  clearly  seen  and  expounded  by  Mr.  Senior,* 
but  only  as  applicable  to  the  importation  of  the  precious  metals.  I  think 
it  important  to  point  out,  that  the  proposition  holds  equally  true  of  ail 
other  imported  commodities  ;  and  further,  that  it  is  only  a  portion  of  the 
truth.  For,  in  the  case  supposed,  the  cost  to  England  of  the  linen  which 
she  pays  for  with  ten  yards  of  cloth,  does  not  depend  solely  upon  the  cost 
to  herself  of  ten  yards  of  cloth,  but  partly  also  upon  how  many  yards  of 
linen  she  obtains  in  exchange  for  them.     What  her  imports  cost  to  her  is 
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a  function  of  two  variables ;  the  quantity  of  her  own  commodities  wttlch 
sYm  (fives  for  them,  and  ilic  cost  of  those  commodities.  Of  these,  the  last 
only  depends  on  the  efficiency  of  her  labour  ;  the  first  depends  on  the 
law  of  intetnational  values  ;  thai  is,  on  the  intensity  and  extensibility  of 
(he  foreign  demand  for  licr  commodities,  compared  willi  her  demand  for 
foreign  commodities. 

In  the  case  just  now  supposed  of  a  cDra»ct!lion  between  England  and 
France,  tlie  si.iic  of  internet  tonal  values  atlectcd  both  competitors  alike, 
since  they  were  supposed  to  trade  with  the  same  contitry,  and  to  export 
and  Import  the  same  commodities.  The  diiference,  therefore,  in  what 
their  imports  cost  tlicin,  depended  solely  on  the  other  cause,  the  unequal 
efficiency  of  their  labour.  They  gave  the  same  quantities  ;  tlie  difference 
could  only  be  in  the  cost  of  production.  But  if  England  traded  to 
Gennany  with  cloth,  and  France  with  iron,  the  comparative  demand  in 
Germany  for  those  two  commodities  would  bear  a  share  in  determining 
the  comparative  cost,  in  labour  and  capital,  with  which  England  and 
France  would  obtain  German  products.  If  iron  were  more  in  demand  in 
Cemiatiy  than  cloth,  France  would  recover,  throuyh  that  channel,  part  of 
her  disadvaatngc  :  if  less,  her  disadvantage  would  be  increased.  Thft' 
efficiency,  therefore,  of  a  country's  labour,  is  not  the  only  thing  which 
determines  even  the  iiJt/  at  which  that  country  obtains  imported  com- 
modities— while  it  has  no  share  whatever  in  detcrmminij  cither  iheir  ex- 
cliange  value,  or,  as  we  shall  presently  see,  their ^r/«.  j^ 


CHAPTER  XIX. 

OP  MONEY,  COKSIDKltED  .\S  AN  INrPORTHD  COMJJODITV. 

.  §  I.  The  deg"rec  of  pro^'ress  which  we  have  now  mnde  in  the  theory  of 
Foreign  Trade,  puts  it  in  our  power  to  supply  what  was  previously 
dc^cient  in  our  view  of  the  theory  of  Money  ;  and  this,  when  completer, 
will  in  its  turn  enable  us  to  conclude  the  subject  of  Foreign  Trade. 

Money,  or  the  material  of  which  it  is  composed,  is,  in  Great  Uritain, 
and  in  most  other  countries,  a  foreign  conmiodity.  Its  value  and  di$tri> 
bation  must  therefore  be  rej^ulated,  not  by  the  law  of  value  which  obtains 
in  adj.iccnt  places,  but  by  diat  which  is  applicable  to  imported  commodities 
—die  law  uf  international  Values. 

In  the  discussion  into  which  we  arc  now  about  to  enter,  I  shall  use  the 
terms  Money  and  the  Precious  Metals  indiscriminately.  This  maybe 
doue  without  leading  to  anycnorjMt  Iiavin^^  been  shown  that  the  vnlue 
of  money,  when  it  consists  of  the  niecious  nielals,  or  even  of  a  paper 
currency  convertible  into  them  on  demand,  is  entirely  governed  by  the 
■value  of  the  metals  themselves  ;  from  which  it  never  differs,  except  by  the 
expense  of  coinage  wlicn  this  )5  paid  by  the  individual  and  not  by  tha 
state.    } 

Money  is  hrongbi  into  a  coimtry  in  two  difTcrent  ways.  It  is  imported 
(chiefly  in  the  form  of  bullion)  like  any  other  merchandi^e,  as  being  an 
advantageous  article  of  commerce.  It  is  also  imported  in  its  other 
chan-icter  of  a  medium  of  exchaiis'C,  to  pay  some  debt  due  to  lli  country, 
cither  for  ;?oods  exported  or  on  any  other  account.  Thcroare  other  ways 
wbkh  it  may  be  introduced  casuaUy  -,  tUcsc  are  the  two  in  which  it'is 
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received  in  the  ordinary  course  of  business,  and  which  determine  its  value. 
The  exislence  of  these  two  distinct  modes  in  which  money  flows  into  a 
coimtry,  while  other  commodities  nre  habitually  inlroduced  only  in  the 
first  of  these  modes,  occasions  somewhat  moreof  complexity  and  obscurity 
than  exists  in  the  case  of  other  commodities,  and  for  this  reason  only  is 
any  special  nnd  minute  exposition  necessary. 

§  2.  In  so  far  as  the  precious  metals  are  imported  in  the  ordinary  way 
of  comiiicrcf,  their  vahie  must  depend  on  the  same  ratises,  and  coiiform 
to  the  same  laws,  as  the  value  of  any  oiher  foreign  production.  It  is  in 
this  mode  chiefly  that  gold  and  silver  dilTuse  themselves  from  the  mining 
countries  into  all  other  parts  of  the  commercial  world.  They  me  the 
staple  comn^odities  of  (hose  countries,  or  at  least  are  amonK  their  great 
articles  of  regular  export ;  and  are  shipped  on  speculation,  m  the  same 
manner  as  other  ex|H>rtabie  commociities.  The  ([uantily,  therefore,  which 
a  Country  {say  England)  will  give  of  its  own  protiuce,  for  a  certain  quantity 
of  bullion,  will  depend,  if  we  suppose  only  two  countries  nnd  two  com- 
modities, upon  the  demand  in  England  for  bullion,  compared  with  the 
demand  in  the  mining  country  (which  we  will  call  Brazil)  for  what 
England  has  to  give.  They  must  exchange  in  such  proportions  as  will 
leave  no  unsatisfied  demand  on  cither  side,  to  alter  values  by  its  compe- 
tition. The  bullion  required  by  England  must  exactly  pay  for  the  cottons 
or  other  English  commodities  required  by  Urazil.  If,  ho«-ever,  wc  sub- 
stitute for  this  simplicity  the  degree  of  complication  which  really  exists, 
the  equation  of  international  demand  must  be  established  ntit  betvvecn  the 
bullion  wanted  in  England  and  the  cottons  or  broadcloth  wanted  in  Braril, 
hut  between  the  whole  of  the  imports  of  England  and  the  whole  of  her 
exports.  The  demand  in  foreign  countries  for  English  prod uct5,  mu&t  be 
brought  intn  equilibrium  witli  the  demand  in  Eng-land  tor  the  products  of 
foreign  countries;  and  all  foreifin  commodities,  bullion  among  The  rest 
must  be  exchanged  against  English  products  in  such  proportions,  as  will, 
by  the  effect  they  produce  on  the  demand,  establish  this  equilibrium. 

There  is  nothing  in  the  peculiar  nature  or  uses  of  the  prcciinis  metals 
which  should  make  thcni  an  exception  to  the  general  principles  of 
demand.  So  far  as  they  are  wanted  for  purposes  of  luxury  or  (lie  arts, 
the  demand  increases  with  the  cheapness,  in  the  same  irreg-ular  way  as  the 
demand  for  any  other  commodity.  So  faras  theyare  retjuircd  for  money,  the 
demand  increases  with  the  cheapness  in  a  perfectly  regular  way,  the 
quantity  reeded  being  always  in  inverse  proportion  to  the  value.  This  is 
the  only  real  difi'crcncc,  in  respect  to  demand,  between  money  and 
other  things  ;  and  for  the  present  purpose  it  is  a  difierencc  altogether  im- 
materiaL 

Money,  then,  if  imported  solely  as  a  merchandise,  will,  like  other 
imported  commodities,  be  of  lowest  \alue  in  the  ccmntrics  for  whose 
exports  there  is  the  greatest  foreign  drmand,  and  which  have  themselves 
ihe  least  demand  for  foreign  commodities.  To  these  two  cirtumstanceR 
it  is  however  necessary  to  add  two  oilicrs,  which  produce  their  effect 
through  cost  of  carriage.  The  cost  of  obtaining  bullion  is  compnundcd  of 
two  elements  ;  the  goods  given  to  purchase  it,  and  the  expense  of 
transport :  of  which  last^  the  bullion  countries  will  bear  a  part  (Uiough  an 
uncertain  part"),  in  the  adjustment  of  international  values.  The  expense 
of  transport  is  partly  that  of  carrying  the  goods  tn  the  bullion  countries, 
and  partly  that  of  bringing  back  the  bullion  :  both  these  items  are 
influenced  by  the  distance  from  the  mines ;  and  the  former  is  also  much. 
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affected  by  the  bullciness  of  the  goods.     Countries  whose  expo: 
produce  consists  of  the  6ner  manuTactures,  obtain  bullion,  as  well  as 
other  foreign  anides,  c(Tt€nif>stribus  at  less  expense  than  countries  wh 
export  nothing  but  bulky  raw  produce. 

To  be  quite  accurate,  therefore,  wc  must  say — The  countries  whose 
portable  productions  are  mo^t  in  demand  abroad,  and  contain  great 
value  in  smallest  bulk,  which  are  nearest  to  the  mines,  and  which  h 
least   demand  for  foreign  productions,  nre  those   in  which  moi 
be  of  lowest  value,  or  in  other  words,  in  which  prices  will  h. 
range  the  highest.    If  wc  arc  speaking  not  of  the  value  of  moneyi 
Its  cost  (that  is,  the  quantity  of  the  country's  labour  which   mu^ 
expended  to  obtain  it),  we  must  add  to  these  four  conditions  of  cheapness 
a  fifth  condition,  namely^' whose  prtxluctivc  industry  is  the  most  cfficien; 
This,  however,  does  not  at  all  affect  the  value  of  money,  estimated  in  c 
modities  :    it  afreets  ihc  general  abundance  and  facility  with  which 
things,  money  and  coimnodilics  together,  can  be  obtained. 

Altliough,  liierefure,  Mr.  Senior  is   rijiht  in   pointing  out    the  g 
efficiency  of  English  labour  as  ihe  chief  cause  why  the  precious'metals 
obtained  at  less  cost  by  England  than  by  most  other  countries,  I  can 
admit  that  ii  at  all  accounts  for  ihcir  being  of  less  value— ioT  their  going 
less  &r  in  the  purchase  of  commodities.     This,  in  so  far  as  it  ts  a  fa< 
and  not  an  illusion,  must  be  occasioned  by  the  great  demand  in  forei 
countries   for  the  staple  commodities  of  England,    and   the  gene 
imbulky  character  of  those  commodities,  compared  with  the  com,  wi 
timber,  sugar,  wool,  hides,  tallow,  hemp,  dax,  tobacco,  raw  cotton, 
which  form  the   exports  of  other  commercial  countries.     These  t 
causes   will   account   for  .1  somewhat   higher  range   of  general   prit 
in  England  than  elsewhere,  notwithstanding  the  counteracting  influcn 
of  her  own  great  demand  for  foreign  commodities.    I  am,  however,  stronj 
of  opinion,  that  thi;  hiKh  prices  of  commodities,  and  lowpurcliasing  po« 
of  money  in  KnglanJ,  are  more  apparent  than  real.     Food,  indeed, 
somewhat  dearer  \   and    food  composes   so  lai^e  a  portion  of  the  i 
pendtture  when  the  income  is  stnall  and  the  family  large,  that  to  su 
families  England  is  a  dear  country.    Services  also,  of  most  descrijrtioi 
arc  dearer  than  on  the  Continent,  from  the  less  costly  manner  in  which  \ 
poorer   classes  on  the   Continent   are   contented  to   live.      But    almi 
all  sorts'of  manufactured  commodities  are  decidedly  cheaper  ;  or  would 
so,  if  buyers  would  be  conlent  with  the  same  quality  of  material  and 
workmanship.    What  is  called  the  dcamess  of  living  in  England, 
mainly  an  afiair  not  of  necessity  but  of  foolish  custom  ;  it  being  thought 
imperative  by  all  classes   in   England  above  ihc  condition  of  a  d 
labourer,  that  the  things  they  consume  should  either  be  of  the  sa 
quality  with  those  used  by  much  richer  people,  or  at  least  should  be 
nearly  as  possible  un distinguishable  from   them    in    outward  ap 
ance. 

5  3-  From  the  preceding  considerations,  it  appears  that  those 
ffteatly  in  error  wlitj  contcna(a3  has  been  done  in  the  con trt3 vers! es  ca 
forth  by  the  recent  publications  of  Colonel  Torreus)  that  the  value 
of  money,  in  counlrics  where  it  is  an  imported  commodity,  must 
entirely  rrguhitcd  by  its  value  in  the  countries  which  produce  it ;  and 
not  be  raised  or  lowered  in  any  permanent  manner  unless  some  clia  _ 
has  taken  place  in  the  cost  of  production  at  the  mines.  On  the  contrary' 
(tny  circumstance  which  disturbs  the  equation  uf  intcinatioual  demaoc 
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th  respecC  to  a.  particular  country,  not  only  may,  but  must,  afTect 
the  vatue  of  money  in  that  country— its  value  al  the  mines  remaining 
the  same.  The  opening  of  a  new  branch  of  export  trade  from  England  j 
an  increase  in  the  foreign  demand  for  Eng-iish  products,  eilher  by 
the  natural  course  of  events  or  by  the  abrogation  of  duties  ;  a  check  to 
the  demnnd  in  England  for  foreign  commodities,  by  the  laying  on  of 
import  duties  in  England  or  of  export  duties  elsewhere  ;  these  and  all 
other  events  of  similar  tendency,  wouid  make  the  Impoits  of  England 
(bullion  and  other  things  taken  together)  no  longer  an  e(|uivale8t  for  her 
exports  ;  and  the  countries  which  take  her  exports  would  be  obliged  to 
offer  [heir  commodities,  and  bullion  among  the  rest,  on  cheaper  terms,  in 
order  to  re-establish  the  equation  of  demand  :  and  thus  England  would 
obtain  money  cheaper,  and  would  acquire  a  generally  higher  range  of 
prices.  Incidents  the  reverse  of  these  would  produce  effects  the  reverse 
— would  reduce  prices  ;  or,  in  other  words,  raise  the  value  of  the  precious 
metals.  It  must  be  observed,  however,  that  money  wouid  be  thus  raised 
in  value  only  with  respect  to  home  commodities  :  in  relation  to  all 
imported  articles  it  would  remain  as  before,  since  their  values  would  be 
affected  in  the  same  way  and  in  the  same  degree  with  its  own.  A  country 
which,  from  any  of  the  causes  ineiUioiicd,  gets  money  cheaper,  obtains  all 
its  otbec  imports  cheaper  likewise. 

It  is  by  no  means  necessary  that  the  increased  demand  for  English 
'commodities,  which  enables  England  to  supply  herself  with  bullion  at  a 
cheaper  rate,  should  be  a  demand  in  the  mining  countries.  England 
might  export  nothing  whatever  to  those  countries,  and  yet  might  be  the 
country  which  obtained  bullion  from  them  on  the  lowest  terms,  provided 
tlicre  were  a  sufficient  intensity  of  demand  in  other  foreign  countries  for 
English  goods,  which  would  be  paid  for  circuitously,  with  gold  and  silver 
from  the  raitiinc^  countries.  The  whole  of  Its  exports  are  what  a  country 
exchanges  agamst  the  whole  of  its  imports,  and  noi  its  exports  and 
imports  to  and  from  any  one  country ;  and  the  general  foreign  demand 
for  its  productions  will  determine  what  equivalent  it  must  give  for  imported 
goods,  in  order  to  establish  an  equilibrium  between  its  sales  and  purchases 
generally  ;  without  regard  to  the  maintenance  of  a  similar  equilibrium 
between  it  and  any  cquntry  singly. 


CHAPTER  XX. 


OK  THE  FORETGN   EXCHANGESL 

§  I.  We  have  thus  far  considered  the  precious  mclals  as  a  commodity, 
imported  like  other  commodities  in  the  common  course  of  trade,  and 
have  examined  what  are  the  circumstances  which  would  in  that  case 
determine  their  value.  But  those  metals  are  also  imported  in  another 
character,  that  which  belongs  to  them  as  a  medium  of  exchange  ;  not  as 
Ein  article  of  commerce,  to  be  sold  for  money,  but  as  theiRselves  money, 
to  pay  a  debt,  or  effect  a  transfer  of  property.  It  remains  to  consider 
whether  the  liability  of  gold  and  silver  to  be  transported  from  country  to 
country  for  snch  purposes,  in  any  way  modifies  the  conclusions  we  have 
already  arrived  at,  or  places  those  metals  under  a  different  law  of  value 
from  that  to  which,  in  common  with  all  other  imported  coramodilies* 
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they  wonld  be  subject  if  intcraalional  trade  were  an   affair  of  direct 

barter. 

Money  is  sent  from  one  cojntrv  to  another  for  various  purposes,  such 
as  the  payment  of  tributes  or  subsidies  ;  remillaiices  of  revenue  to  or 
from  deiieiulencies,  or  of  rents  or  oilier  incomes  to  iheir  absent  owners  ; 
emi}:[ral!on  of  ca|>ital,  or  tranamission  of  it  for  foreign  investment.  The 
most  usual  puqiosc,  however,  is  that  of  paj-ment  for  goods.  To  show  in 
irhat  circumstances  money  actually  passes  from  country  to  country  for 
ibis  or  any  of  the  other  purposes  menlioned,  it  is  necessary  briefly  to 
state  the  nature  of  the  mechanism  by  which  international  trade  is  carried 
on,  when  it  takes  place  not  by  barter  but  through  the  medium  of  money. 

§  2.  In  practice,  the  exports  and  imports  of  a  country  not  only  are  not 
Cxchange<l  directly  ajjainst  each  other,  but  often  do  not  even  pass 
through  the  same  hands.  Each  is  separately  bought  and  paid  for  ■mth 
money.  We  have  seen,  however,  that,  even  in  the  same  countrj-,  money 
does  not  actu.Tlly  pass  from  hand  to  hand  each  time  that  purchases  are 
made  with  it,  and  still  less  does  this  happen  between  different  countries. 
The  habitual  mode  of  paying;  and  recewiugr  payment  for  commodities, 
between  country  and  country,  is  by  bills  of  exchange. 

A  merchant  in  England,  A,  has  exported  English  commodities,  con- 
signing llicm  to  his  conespondenl  B  in  France.  Another  merchant  in 
France,  C,  has  exported  French  commodities,  suppose  of  equivalent 
vahie,  to  a  merchant  D  in  England.  It  is  evidently  unnecessary  that  R 
in  France  should  send  money  to  A  in  England,  and  that  D  in  England 
should  send  an  ctiual  sum  of  money  to  C  in  France.  The  one  debt  may 
be  applied  to  the  payment  of  the  other,  and  the  limiblc  cost  of  carriage 
be  thus  saved,  A  draws  a  bill  on  B  for  the  .'imount  which  B  owes  lo  bim : 
D,  having  an  equal  amount  to  pay  in  France,  buys  this  bill  from  A,  and 
sends  it  to  C,  who,  at  the  expiration  of  the  number  of  days  which  the 
bill  has  to  tun,  presents  it  (o  It  for  p:iyinent.  Thus  the  debt  due  from 
France  to  England,  and  the  debt  due  from  England  to  France,  are  both 
paid  without  sending  an  ounce  of  gold  or  silver  from  one  country  to  the 
other. 

In  (his  statement,  however,  it  is  supposed,  that  the  sum  of  the  debts 
due  from  France  to  England,  and  the  sum  of  those  due  from  England  to 
France,  are  ctmal ;  that  each  country  has  exactly  the  same  number  of 
ounces  of  gold  or  silver  to  pay  and  to  receive.  This  implies,  (if  we 
exclude  for  the  present  any  other  international  payments  than  those 
occun-ing  in  the  course  of  cummerce,)  that  the  exports  and  imports 
exactly  pay  for  one  another,  or  in  other  words,  thai  the  equation  of  inter- 
national demand  is  established.  When  such  is  the  fact,  the  intcrnatioDal 
transactions  arc  liquidated  without  the  passage  of  any  money  from  one 
country  to  the  other.  But  if  there  is  a  greater  sum  due  from  England  to 
Franre,  than  is  due  from  France  to  England,  or  Ti'cc  vcrs^^  the  debts 
cannot  be  simply  written  off  against  one  another.  After  the  one  has  been 
applied,  as  far  as  it  will  go,  towards  co\*cring  the  other,  the  balance  must 
be  transmitted  in  the  precious  metals.  In  pomt  of  fact,  the  merchant  who 
has  the  am6unt  to  pay.  will  even  then  pay  for  it  by  a  bill.  When  a  person 
has  a  remittance  to  make  to  a  foreign  country-,  he  does  not  himself  search 
for  some  one  who  has  money  to  receive  from  th.ai  country,  and  ask  him 
for  a  bill  of  exchange.  In  this,  as  in  other  brandies  of  business,  there  is 
a  class  of  middlemen  or  brokers,  who  bring  buyers  and  sellers  together, 
id  between  them,  buying  bilk  trom  those  who  have  money  to 


teceivc,  :\Ticl  scUing  hills  to  those  who  have  money  In  pay.  When  a 
customer  comes  (o  a  broker  for  a  bill  on  Paris  or  Amsterdam,  the  broker 
sells  10  him,  perhaps  the  bill  lie  may  himself  have  bought  that  momiug 
from  a  merchant,  perhaps  a  bill  on  his  own  correspondent  in  the  foreign 
city ;  and  to  enable  his  correspondent  to  [lay,  when  due,  all  the  bills  he 
has  g^rantcd,  he  remits  to  him  all  those  whicn  he  has  bought  and  has  not 
resold.  In  this  manner  these  brokers  take  upon  themselves  the  whole 
sotilemenl  of  the  [lecunlary  transactions  between  distant  places,  being 
remunernted  by  a  small  mnimission  or  percentage  on  (he  amoimt  of  each 
bill  which  ihey  either  sell  nr  buy.  Now,  if  the  bmkers  find  that  ihey  are 
asked  for  bills  on  the  one  part,  to  a.  greater  amount  ih.tn  bills  .are  offered 
to  them  on  the  other,  they  do  not  on  this  account  refuse  to  give  them  : 
but  since,  in  that  case,  they  have  no  means  of  enabling  the  correspondents 
on  whom  iheir  bills  are  drawn,  to  pay  them  ithen  due,  except  by  trans- 
iTiittmg'  part  of  the  amount  in  gold  or  silver,  they  require  from  those  to 
whom  they  sell  bills  .*in  additionni  price,  sufficient  to  cover  the  freight  and 
insurance  of  the  g-old  and  silver,  with  a  profit  sufficient  to  compensate 
them  for  their  trouble  and  for  the  temporary  occupation  of  a  portion  of 
tlieir  capital.  This  premium  (as  it  is  called)  the  buyers  are  willing  to 
pay,  because  they  must  othertvise  go  to  the  expense  of  remitting  the 
precious  metals  themselves,  and  it  is  done  cheaper  by  those  who  make 
doing  it  a  part  of  their  especial  business.  lUu  although  only  some  of 
those  who  have  a  debt  to  pay  would  have  actually  to  remit  money,  all 
will  be  obliged,  by  each  other's  competition,  to  pay  the  premium  ;  and 
the  brokers  arc  for  the  same  reason  obliged  to  pay  it  to  those  whose  bills 
they  buy.  The  reverse  of  all  tliis  happens,  if,  on  the  comparison  of 
cximrts  and  imports,  the  country,  instead  of  having  a  lialance  to  pay,  haS 
n  balance  to  receive.  The  brokers  find  more  bills  olfered  lo  them,  than 
are  sufficient  to  cover  those  which  they  are  required  to  grant.  Hills  on 
foreign  countries  consccjuently  fall  to  a  discount ;  and  the  competition 
amon^  the  brokers,  which  is  exceedingly  active,  prevents  them  from 
retaining  this  discount  as  a  profit  for  themselves,  and  obliges  them  to  give 
the  benefit  of  it  to  those  who  buy  the  bills  for  purposes  of  remittance. 

Let  u^  suppose  that  all  countries  had  the  same  currency,  as  in  the 
progress  of  political  improvement  they  one  day  will  have  :  and,  as  most 
familiar  to  the  reader,  let  us  suppose  this  currency  to  be  tlje  English. 
When  Kngland  had  the  same  number  of  pounds  sterling  to  pay  to 
France,  which  France  hjid  to  pay  to  her,  one  set  of  merchants  in  England 
would  want  bills,  and  another  set  would  have  bills  to  dispose  of,  for  the 
very  same  number  of  pounds  sterling  ;  and  consequenlly  a  bill  on  France 
for  loo/.  would  sell  ftir  exactly  iod/,,  or,  in  the  phraseology  of  merchants, 
the  exchange  would  be  at  par.  As  France  also,  on  this  supposition, 
would  have  an  equal  number  of  pounds  sterling  to  pay  and  to  receive,  bills 
on  England  would  be  at  par  in  France,  whenever  bills  on  France  were  at 
par  in  England. 

If,  however,  Engl.ind  had  a  larger  sum  to  pay  to  France  than  to  receive 
from  her,  there  would  be  persons  requiring  bills  on  France  for  a  greater 
number  of  pounds  sterling  than  there  were  bills  drawn  by  persons  to 
whom  money  was  due.  A  bill  on  France  for  lOo!.  would  then  sell  for 
more  than  loo/.,  and  bills  would  be  said  to  be  at  a  premium.  The 
premium,  however,  could  not  exceed  the  cost  and  risk  of  making  the 
remittance  in  gold,  together  with  a  trifling  profit ;  because  if  it  did,  the 
~  lebtor  would  send  the  gold  itself,  in  preference  to  bu'^"\Tv^\Vjt\i^ 


have  to  fumisli  the  payment ;  and  this  can  only  be  done  by  forcing  an 
incrcised  demand  for  ihcm  in  England,  that  is,  by  lowering  tlieif  value. 
Thus  an  increase  of  demand  for  a  country's  exports  in  any  foreign  conn  try, 
enables  her  to  obtain  more  cheaply  even  those  impojts  which  she  procures 
from  other  quarters.  And  conversely,  an  increase  of  her  own  demand  for 
any  foreign  commodity  compels  her,  cet/cn's puri^us,  to  pay  dearer  fcr  all 
foreign  commodities. 

5  5.  The  law  which  we  have  now  illustrated,  may  be  appropriately 
named,  the  Equation  of  International  Demand.  It  may  be.  concisely 
stated  as  follows.  The  produce  of  a  country  exchanges  for  the  produce 
of  other  countries,  at  such  values  as  are  required  in  order  that  the  whole 
of  her  exports  may  exactly  pay  for  the  whole  of  her  imports.  This  law 
of  International  Values  is  but  an  extension  of  the  moie  general  law  of 
Value,  which  we  call  the  Equation  of  Supply  and  Demnnd.*  Wc  have 
seen  that  the  value  of  a  commodity  always  so  adjusts  itself  as  to  bring 
the  demand  to  the  exact  level  of  the  supply,  liut  all  trade,  cither  lictween 
nations  or  individuals,  is  an  interchange  of  commodities,  in  which  the 
things  that  they  respectively  have  to  sell,  constitute  also  their  means  of 
purch,"ise ;  the  supply  brought  by  the  one  constitutes  his  demand  for 
what  is  brought  by  the  other.  So  that  supply  and  demand  are  but 
another  expression  for  reciprocal  demand  :  and  to  say  that  value  will 
adjust  itself  so  as  to  equalize  demand  with  supply,  is  in  fact  to  say  that 
it  will  adjust  itself  so  as  to  equaU^e  the  demand  on  one  side  with  the 
demiind  on  the  other. 

'J'o  trace  the  consequences  of  the  law  of  International  Values  through 
their  wide  ramifications,  would  occupy  more  space  than  can  be  devoted 
to  such  a  purpose  in  the  present  treatise.  Several  of  those  consequences 
were  indicated  in  the  Essay  already  quoted  ;  and  otliers  have  been 
pointed  out  in  Uie  writings  of  Colonel  Torrens,  who  appears  to  me  sub- 
stantially correct  in  his  general  view  of  the  subject,  and  who  has  suj>- 
Eorted  it  with  great  closeness  and  consecutiveness  of  reasoning,  though 
is  conclusions  are  occasionally  pushed  much  beyond  what  appear  to  me 
the  proper  limits  of  the  principle  on  which  they  are  grounded. 

There  is  one  special  application  of  the  law,  which  1  think  it  advisable 
to  notice,  both  as  being  in  itself  not  unimportant,  and  as  bearing  on  the 
question  which  wilt  occupy  us  in  the  next  chapter,  but  especially  as  con- 
ducing to  the  more  full  and  clear  tinderstanding  of  the  law  itself. 

We  have  seen  that  the  value  at  which  a  country  purchases  a  foreign 
commodity,  does  not  coafurni  to  the  cost  of  production  in  the  country 
from  which  the  commodity  comes.  Suppose  now  a  change  in  that  cost  of 
production  ;  an  improvement,  for  example,  in  the  process  of  manufacture. 
Will  the  benefit  of  the  Improvement  be  fully  pailicinated  in  by  the  other 
countries  ?  Will  the  commodity  be  sold  as  much  cheaper  to  foreigners, 
as  it  is  produced  cheaper  at  home  ?  This  question,  and  the  considerations 
which  must  be  entered  into  in  order  to  resolve  it,  are  well  adapted  to  try 
the  worth  of  the  theory. 

Let  us  first  suppose,  that  the  improvement  is  of  a  nature  to  create  a  new 
branch  of  export  ;  to  make  foreigners  resort  to  the  country  for  a  com- 
modity which  they  had  previously  produced  at  home.  On  this  supposi- 
tion,  the  foreign  demand  for  the  productions  of  the  country  is  increased  ( 
wbic^  necessarily  alters  the  international  values  to  its  advantage,  and  t9 
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the  disadvantage  of  foreign  coimtries,  who,  therefore,  though  they  par- 
licipalc  in  the  benefit  of  ihc  new  producr,  must  purchase  that  benelii  by 
paying  for  all  tlie  utber  productions  of  the  comiiry  at  a  dearer  rale  than 
before.  How  much  deaier,  will  depend  on  the  degree  necessary  for  re- 
Dsiablishiiig,  under  these  new  condiiions,  the  Equation  of  IiHernatfoaal 
iJenianrt.  These  consequences  follow  in  a  very  obvious  manner  from  the 
law  of  international  values,  and  I  shall  rot  occupy  space  in  illustraiing- 
Ihem,  but  shall  pass  to  the  more  frequent  case,  of  an  unprovemcnt  which 
does  not  create  a  new  iLrlicle  of  exporti  but  lowers  tlie  cost  of  productioD 
of  sometbiiig  which  the  couiiUy  already  exported. 

It  bein^  advantageous,  in  discussions  of  this  complicated  nature,  to 
employ  definite  numerical  amounts,  we  shall  return  to  our  original 
example.  Ten  yards  of  cloth,  if  produced  in  (Jemiany,  would  require  the 
iaine  amount  of  labour  and  capital  as  twenty  yards  of  linen  ;  but,  by  the 
play  of  international  demand,  they  can  be  obtained  from  Enyland  for 
seventeen.  Suppose  now,  that  by  a  mechanical  iraprovemeiit  made  in 
Germany,  and  not  capable  of  being  transferred  to  Enyl.-ind,  the  same 
quantity  of  labour  and  capilnl  which  produced  twenty  yards  of  linen,  is 
enabled  to  produce  thirty.  Linen  falls  one-third  in  value  in  the  German 
market,  as  compared  with  other  commodities  produced  in  Germany.  Will 
it  also  fall  one-third  as  compared  with  English  cloth,  thus  giving  to 
Enplnnd,  in  co^^mon  with  Germany,  the  full  benefit  of  the  inipravement? 
Or  (ought  we  not  rather  to  say),  since  the  cost  to  England  of  obtaining 
linen  was  not  regulated  by  the  cost  to  Germany  of  producing  it,  and  since 
England,  according^ly,  did  not  get  the  entire  benefit  even  of  the  twenty 
yards  which  Germany  could  have  K'vcn  for  ten  yards  of  cloth,  but  only 
obtained  seventeen— why  should  she  now  obtain  more,  inerely  because  this 
theoretical  limit  is  removed  ten  degrees  further  oil!'? 

■  It  is  evident  that  in  the  outset,  (he  imp  rove  men  t  will  lower  the  value  of 
linen  in  Germany,  in  relation  lo  all  other  commodities  in  the  German 
market,  including,  among  the  rest,  even  the  imported  commodity,  cloth. 
If  lo  yards  of  cloth  previously  exchanged  for  17  yards  of  litien,  they  will 
now  exchange  for  half  as  much  more,  or  25;  yards.  But  whether  they 
will  continue  to  do  so,  will  wholly  depend  on  the  efiect  which  this 
increased  cheapness  of  linen  produces  on  the  international  demand. 
The  demand  for  linen  in  England  could  scarcely  fail  to  bo  in- 
creased. But  it  might  be  increased  either  in  proportion  to  the 
cheapness,  or  in  a  greater  proportion  than  the  cheapness,  or  in  a  less 
proportion. 

If  the  demand  was  increased  in  the  same  proportion  with  thecheanneas, 
England  would  take  as  many  limes  25i  yards  of  linen,  as  the  numi>er  of 
times  17  yards  which  she  look  previously.  She  would  expend  in  linen 
exactly  as  much  of  cloth,  or  of  the  equivalents  of  cloth,  as  much  in  short 
of  the  collective  income  of  her  people,  as  she  did  before.  Germany  on 
her  part,  would  prubably  require,  at  that  rate  of  interchange,  the  same 
quantity  of  cloth  as  before,  because  it  would  in  reality  cost  her  exnclly  as 
much  ;  25^  yards  of  linen  being  now  of  the  same  value  in  her  market  as 
1?  yards  were  before,  In  this  case,  thei'efore,  10  yards  of  cloth  for  25^  of 
linen  is  the  rate  of  interchange  which  iindcr  these  new  conditions  would 
restore  the  equation  of  international  demand  ;  and  England  would  obtain 
linen  one-tb'  1  cheaper  than  before,  being  the  same  adyantage  as  was 
obtained  by  Germany. 

U  might  happen,  however,  that  this  great  cheapening  of  linen  woul^ 


40<  EXCHANGE. 

ncrease  ihe  denwnd  for  it  in  England  in  a  greater  ratio  than  [he  increas* 
of  cheapness  ;  and  that  if  she  before  wanted  1,000  times  17  yards,  she 
would  now  require  more  than  1,000  times  :5J  yards  to  satisfy  herdemand. 
If  50,  the  equation  of  inicmational  demand  cannot  establish  itself  at  that 
rate  of  interchange ;  to  pay  for  the  linen  England  must  offer  clolh  on 
more  advantageous  terms  :  say,  for  example,  10  yards  for  21  of  linen  ;  eo 
that  England  will  not  have  the  full  benefit  of  (he  improvement  in  the  pro- 
duction  of  linen,  while  Germany,  in  addition  to  that  benefit,  will  also  pay 
less  for  cloth.  But  again,  it  is  possible  that  England  might  not  desire  to 
increase  her  consumption  of  linen  in  even  so  yrcat  a  proportion  as  that  of 
the  increased  cheapness ;  she  might  not  desire  so  great  a  quantity  as 
t,ooo  times  25^  yards  :  and  in  that  case  (*>ermany  must  force  a  demand, 
by  offering  more  than  25^  yards  of  linen  for  10'  of  cloth  ;  linen  will  be 
cheapened  in  Enp^land  in  a  still  greater  degree  than  in  Germany  ;  while 
Germany  will  obtain  cloth  on  more  unfavourable  terms,  and  at  a  higher 
exchange  value  than  before. 

After  what  has  already  been  said,  it  Is  not  necessary  to  particularize 
the  manner  in  which  these  results  might  be  modified  by  introducing  into 
the  hypothesis  other  countries  and  other  commodities.  There  is  a  further 
circumstance  by  which  Ihey  may  also  be  modified.  In  the  case  supposed, 
the  consumers  of  Germany  have  had  a  part  of  (hetr  incomes  set  at  liberty 
by  the  increased  cheapness  of  linen,  which  they  may  indeed  expend  in 
increasing  their  cwisumption  of  that  article,  but  which  they  may,  like- 
wise, expend  in  other  anicles,  and  among  others,  in  cloth  or  other 
imported  commodities.  This  would  be  an  additional  element  in  the 
intemationa]  demand,  and  would  modify  more  or  less  the  lerms  of  inter- 
change. 

Of  the  three  possible  varieties  in  the  influence  of  (bcapncss  on  demand, 
which  is  the  more  probable?  that  llie  demand  would  be  increased  more 
than  the  cheapness,  .is  much  as  the  cheapness,  or  less  than  the  cheapness  ? 
This  depends  on  the  nature  of  the  particular  commodity,  and  on  the 
tastes  of  purchasers.  When  the  co]nniodity  is  one  in  general  request,  and 
the  fait  of  its  price  brings  it  within  the  reach  of  a  much  larger  class  of 
incomes  than  before,  the  demand  is  often  increased  In  a  greater  ratio  than 
the  fall  of  price,  and  a  larger  sum  of  money  is  on  the  whole  expended  ia 
the  article.  Such  was  the  case  with  coffee,  when  its  price  was  lowered  by 
successive  reductions  of  taxation  ;  and  such  would  probably  be  the  case 
with  su^ar^  wine,  and  a  large  class  of  commodities  which,  though  not 
necessaries,  arc  largely  consumed,  and  in  which  many  consumers  indulge 
when  the  anicles  are  chcip  and  economize  when  they  are  dear.  But  it 
more  frequently  hnpi>cns  that  when  a  commodity  falls  in  price,  less  money 
is  spent  in  it  than  before  :  a  greater  quantity  is  consumed,  but  not  so  great 
a  value.  The  consumer  who  saves  money  by  the  cheapness  of  the  article, 
will  be  likely  to  expend  part  of  his  saving  in  increasing  his  consimiplinn 
of  other  thmgs :  and  unless  the  low  price  attracts  a  large  class  of  new 
purchasers  who  were  either  not  consumers  of  the  article  at  all,  or  only  in 
small  quantity  and  occasion.-illy,aless  agjjrcgatc  sum  will  Ix:  expended  on 
it.  tepeaking  generally,  therefore,  the  third  of  our  three  cases  is  the  most 
probable  ;  and  an  improvement  in  an  exportable  article  is  likely  to  be  as 
beneficial,  if  not  more  beneficial,  to  foreign  countries,  than  to  the  country 
where  the  article  is  produced.  * 

§  6.  We  now  pass  to  another  essential  part  of  the  theory  of  the  subject. 
There  are  two  senses  in  which  b  pountry  phtgljis  commodities  cheaper  by 
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foreign  trade  ;  in  the  sense  of  Value,  nnd  in  the  sense  of  Cost.  lE  gets 
ihein  cheaper  in  the  first  sense,  by  their  falling-  in  value  relatively  to 
other  things  :  the  same  quantity  of  them  exchanging,  in  the  country,  for 
■a  smaller  quantity  than  before  of  the  other  produce  of  the  country.  In 
England,  after  the  trade  was  opened,  all  consumers  of  linen  obtained  i? 
or  sonic  greater  number  of  yards  for  the  same  quantity  of  all  other  things 
for  which  they  before  obtained  only  15,  The  degree  of  cheapness,  in  this 
sense  of  the  term,  depends  on  the  law  which  has  now  been  so  copiously 
illustrated,  that  of  Equation  of  International  Demand.  But  in  the  other 
sense,  that  of  Cost,  a  country  gels  a  commodity  cheaper,  when  it  obtains 
a  greater  quantity  of  the  commodity  with  the  same  cspenditui-e  of  labour 
nnd  capital.  In  this  sense  of  the  term,  cheapness  in  a  great  measure 
depends  upon  a  cause  of  a  different  nature  :  a  country  g-ets  it  imports 
cheaper,  in  proportion  to  the  gener,il  productiveness  of  its  domestic 
industry  ;  to  the  general  efficiency  of  its  labour.  The  labour  of  one  country 
niay  be,  as  a  whole,  much  more  efTiclent  than  that  of  iiiKirher  ;  all  or 
most  of  the  commodities  capable  of  being  produced  in  both,  may  be  pro- 
duced in  one  atTess  absolute  cost  than  in  the  other ;  which,  as  wc  have 
seen,  will  not  necessarily  prevent  the  two  countries  from  exchanging 
commodities.  The  things  which  the  more  favoured  country  ivill  import 
from  others,  are  of  course  those  in  which  it  is  least  superior  ;  but  by 
importing  them  it  acquires,  even  in  those  commodilies,  the  same  ^idvan- 
tage  which  it  possesses  in  the  articles  it  gives  in  exchange  for  them.  Thus 
the  countries  which  obtain  their  own  productions  at  least  cost,  also  get 
their  imports  at  least  cost. 

This  truth  will  be  made  more  obvious  if  we  suppose  two  competing  > 
countries.  England  sends  cloth  to  Germany,  and  gives  ten  yards  of  it 
ibr  17  yards  of  linen,  or  for  something  else  which  in  (iermany  is  the 
equivalent  of  those  17  yards,  Another  counlry,  as  for  examjile  France, 
does  the  same.  The  one  giving  10  yards  of  cloth  for  a  certain  quantity 
of  Gemian  commodities,  so  must  the  other;  if,  therefore,  in  England, 
these  10  yards  are  produced  byonly  half  as  much  labour  as  that  by  which 
they  are  produced  m  France,  the  linen  or  other  commodilies  of  Germany 
will  cost  to  England  only  half  the  amount  of  labour  which  they  will  costx 
to  France.  England  would  thus  obtain  her  imports  at  less  cost  than 
France,  in  the  ratio  of  the  greater  efficiency  of  her  labour  in  the  produc- 
tion of  cloth  :  which  might  be  taken  as  an  iipproximative  estimate  of  the 
efficiency  of  her  labour  generally  ;  since  France,  as  well  a5  England,  by 
selecting  cloth  as  her  article  of  export,  would  h.ive  shown  that  (notwith- 
standing her  absolute  inferiority)  It  was  stUl  the  commodity  in  which  her 
labour  was  relatively  the  most  efficient.     It  follows,  therefore,  that  every 

.country  get  its  imiwrts  at  less  cost,  in  proportion  to  the  general  efficiency 

,  of  its  labour. 

This  proposition  was  first  clearly  seen  and  expounded  by  Mr.  Senior,* 

'but  only  as  applicable  10  the  importation  of  the  precious  metals.  1  think 
it  important  to  point  our,  that  the  proposition  holds  equally  true  of  .ill 
other  imported  commodities  ;  and  furtlicr,  that  it  is  only  a  portion  of  ihe 

,  truth.  For,  in  the  case  supposed,  the  cost  to  England  of  the  linen  which 
she  pays  for  with  ten  yards  of  cloth,  does  not  depend  solely  upon  Ihe  cost 
to  herself  of  ten  yards  of  cloth,  but  partly  also  upon  how  many  yards  of 

_Iinen  she  obtains  in  exchange  for  them.    What  her  imports  cost  to  her  is 

*  Three  I<eetaies  on  the  CmI  of  ObtaininE  Moti'-j. 


4o6 


KXCNAifGe, 


a  funcilon  of  two  variables  ;  the  quantity  of  her  own  commodities  will 
■he  gives  for  them,  and  the  cost  of  those  commodities.  Of  these,  the  ta 
only  depends  on  the  efficiency  of  her  labour  :  the  first  depends  on  t 
law  of  international  values  ;  that  is,  on  the  intensity  and  extensibility 
the  foreign  demand  fur  her  commodilies,  comparcU  with  hei  demand  I 
foreign  commodities. 

In  the  case  just  now  supposed  of  a  competition  between  England  ai 
France,  the  slate  of  inicrnntional  values  aRected  both  competitors  all'k 
since  ihcy  were  supposed  to  trade  with  the  same  country,  and  to  expel 
and  tmpurt  the  same  commodities.  The  difference,  therefore,  in  wht 
(heir  iinporl^  cobt  itiein,  depended  solely  on  the  other  cause,  the  uneq' 
efficiency  of  their  labour.  Ihey  gave  the  same  quaoiilies  ;  the  differeni 
could  only  tie  in  the  cost  of  production.  Dut  if  Eiigl.ind  traded 
Germany  with  cloth,  and  France  with  iron,  the  comparative  demand 
Germany  for  those  two  commodities  would  bear  a  share  in  determinii) 
the  comparative  cost,  in  labour  and  capital,  with  which  Eneland  a: 
France  would  obtain  CcnuEin  products.  If  iron  were  more  In  demand 
Germany  th.-in  cloth,  France  would  recover,  through  that  channel,  part 
her  disadvantage  ;  if  less,  her  disadv:\ntage  would  be  increased.  T 
efiicicncy,  therefore,  of  a  countr>-'s  labour,  is  not  the  only  thing  whii 
determines  even  the  cot/  at  which  that  country  obtains  imported  con 
inodilies^whiie  it  has  no  share  whatever  in  determining'^  either  their 
change  va/u£,  or,  as  we  shall  presently  see,  Hich pri(c,  v 
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CHAPTER  ?CIX, 
OF  Money,  cossroKUED  as  ax  imported  commodity. 

.  §  I.  The  degree  of  pro^'ress  which  we  have  now  mnde  in  the  iheol-y 
Foreijfn  Trade,  puts  it  m  our  power  to  supply  what  was  previous 
dcficicnl  in  our  view  of  the  theory  of  Money  ;  and  this,  when  complcio 
will  in  its  turn  cnabJe  us  to  conclude  the  subject  of  Foreign  Trade. 

Money,  or  the  material  of  which  it  is  composed,  is,  in  Great  IJritai 
and  in  most  other  countries,  a  foreign  commodity.  Its  value  and  dist 
bulion  must  therefore  be  regulated,  not  by  the  law  of  value  which  obtai 
in  adjacent  placeSj  but  by  that  which  is  applicable  to  imported  commoditi 
—the  law  of  Iniernatiuual  Values. 

In  the  discussion  into  which  we  arc  now  about  to  enter,  1  shall  tae  t 
lemis  Money  and  the  Precious  Metals  iiidiscrimlnateiy.  This  may 
done  wilhoiit  leading  to  any  errar  j'^t  having  been  shown  that  (he  val 
of  money,  when  it  consists  of  the  precious  metals,  or  e\en  of  a  pap 
currency  convertible  into  them  on  demand,  is  entirely  governed  by  t' 
value  of  the  metals  themselves  ;  from  whicli  ii  never  differs,  except  by 
expense  of  coinage  when  tliis  is  paid  by  the  individual  and  not  by 
state,   t 

is  brought  into  a  counti-y  in  two  difTcrent  ways.    It  is  import 

the  form  of  bullion)  like  any  other  merchaiultze,  as  being 

wus  article  of  commerce.    It  is  also  imported  in   its   oil 

fof  a  medium  uf  exchange,  to  pay  some  debt  due  to  tl;    count 

_3ods  exported  or  on  any  other  account.    There  are  other  wa; 

may  be  Jniroduced  casua'ly  ;  these  are  the  two  in  which  it 
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nceived  in  the  oi-dinaiy  course  of  business,  and  which  determine  its  value 
'The  existence  of  these  two  distinct  modes  in  which  money  flows  into  a 
fccountry,  while  other  commodities  are  habitually  introduced  only  in  the 
first  of  these  modes,  occtisions  somewhat  more  of  comjilc-xity  and  obscurity 
than  exists  in  the  case  of  other  commndities,  and  for  this  reason  only  is 
any  special  and  miniiie  exposition  necessary'. 

§  2.  In  so  tar  as  the  precious  mclals  arc  impnrted  in  the  ordinary  way 
of  commerce,  their  value  must  depend  on  the  same  causes,  and  coufonn 
to  the  same  laws,  as  (he  value  of  any  other  foreinn  production.  U  is  in 
ihis  mode  chiedy  that  gold  and  silver  diflfuse  themselves  from  Ihe  mining 
countries  into  all  other  parts  of  the  comtnercial  world.  Thty  aie  the 
staple  commodities  of  those  countries,  or  ai  least  are  among  their  great 
articles  of  regular  export ;  and  are  shipped  on  speculation,  in  the  same 
manner  as  other  exportable  commodities.  The  quantity,  therefore,  ivhich 
a  country  (sayKngland)  will  give  of  its  own  produce,  fnr  a  ceitaiii  quantity 
of  bullion,  will  depend,  if  we  suppose  only  two  cotmtrifs  and  two  com- 
modities, upon  the  demand  in  England  for  bullion,  compared  with  the 
demand  in  the  mining"  country  (which  we  will  call  Brazil)  for  what 
England  has  to  give.  They  must  exchange  in  such  proportions  as  will 
leave  no  utisatisfied  demand  un  either  side,  to  alter  values  by  its  compe- 
tition. The  bullion  required  by  England  must  exactly  pay  for  the  cottons 
or  other  Krglish  coinmodilies  required  by  Brazil.  If,  however,  we  sub- 
stitute for  this  simplicity  the  degree  of  complication  which  really  exists, 
the  equation  of  intemadonal  demand  must  be  established  not  between  the 
bullion  w^uitcd  in  England  and  the  cottons  or  broadcloth  wanted  in  Braii], 
but  between  the  whole  of  ihe  imports  of  England  and  the  whole  of  her 
exports.  The  demand  in  foreign  conntries  for  English  product?,  mu&t  be 
brought  into  equilibrium  with  the  demand  in  England  for  the  products  of 
foreign  caurtries  ;  and  all  foreign  commodities,  bullion  amouy  th<s  rest 
must  be  exchanged  against  English  products  in  such  propnnions,  as  will, 
by  the  effect  they  produce  on  the  demand,  establish  this  equilibrium. 

There  is  notliing  in  the  peculiar  nature  or  uses  o£  die  precious  mctaJs 
which  should  miike  them  an  exception  to  the  general  principles  of 
demand.  So  far  as  they  are  wanted  for  purposes  of  luxury  or  the  arts, 
the  demand  increases  with  the  cheapness,  in  the  same  Irregular  way  as  Ihc 
demand  for  any  other  commodity.  So  far  as  ihej'are  retjuircd  for  money,  I  he 
demand  increases  with  the  cheapness  in  a  perfectly  regular  way,  the 

Siantity  needed  being  alwnj-s  in  inverse  proportion  to  the  value.  This  is 
e  only  real  difference,  in  respect  to  demand,  between  money  and 
other  things  ;  and  for  the  present  purpose  it  is  a  difference  altogether  im- 
material. 

Money,  then,  if  imparted  solely  as  a  merchandize,  will,  like  other 
imported  commodities,  be  of  lowest  value  in  the  countries  for  whose 
exports  there  is  tbc  greatest  foreign  demand,  and  which  have  themselves 
the  least  demand  for  foreign  commodities,  To  these  two  circumstances 
it  is  however  necessary  to  add  two  others,  which  produce  their  effect 
through  cost  of  carriage.  The  cost  of  obtaining  bullion  is  compounded  of 
two  elements  ;  tlie  goods  given  to  purchase  it,  and  the  expense  of 
transport :  of  whicli  last,  the  bullion  countries  will  bear  a  part  (though  an 
uncertain  part),  in  the  adjustment  of  international  values.  The  expense 
of  transport  is  partly  that  of  carrying'  the  goods  to  the  bullion  countries, 
and  partly  Ih.it  of  bringing  back  tlie  bullion  :  both  these  items  are 
influenced  by  the  distance  from  the  mines  ;  and  the  former  is  also  much 
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interchanges,  money  is  ta  commerce  only  vihsi  oil  Is  to  machinery, 
or  railways  lo  locomotion,  a  contrivance  to  diminish  friction.  In  order 
still  further  to  test  these  conclusions,  let  us  proceed  to  re-examine,  on  the 
supposition  of  money,  a  question  which  we  have  already  invesii^aled  o^ 
the  hypothesis  of  barter,  namely,  to  what  extent  the  benefit  of  an  improve- 
ment in  the  prodiiclion  of  an  exportable  article,  is  participated  in  by  the 
countries  importing  it. 

The  improvement  may  either  consist  in  the  cheapening^  of  some  article 
*hich  was  already  a  staple  production  of  the  country,  or  in  the  establish- 
ment of  some  new  brauch  of  indu^ilry,  or  of  some  process  rendering  an 
article  exportable  which  had  not  till  then  been  exported  at  all.  It  will  be 
convenient  to  bcyin  with  the  case  of  a  new  expor^  as  being  somewhat  the 
simpler  of  the  two. 

The  first  effect  is  that  the  article  fells  in  price,  and  a  demand  arises  for 
it  abroad.  This  new  exportation  disturbs  the  balance,  turns  the  acchant;es, 
money  flows  into  the  country  (which  we  shall  suppose  to  be  En^^land),  and 
continues  to  flow  imtil  prices  rise,  Tliis  higher  range  of  prices  will  some- 
what chcrk  the  d(^m.inn  in  forcisn  countries  for  the  new  arlirle  of  export ; 
and  win  diminish  the  demand  which  existed  abroad  for  the  other  things 
which  Eti'dand  was  in  the  habit  of  cxportinfr.  The  exports  will  thus  be 
diminished  ;  while  at  the  same  time  the  I'Inglish  public,  havintir  more 
money,  will  have  a  greater  power  of  purchasing  foreign  commodities.  If 
ihey  make  use  of  this  increased  power  of  purchase,  there  will  be  on 
ijnciease  of  imports  :  and  by  this,  and  the  check  to  exportation,  the 
equilibrium  of  imports  and  exports  will  he  restored.  The  result  to  foreign 
countries  will  be,  that  they  have  to  pay  dearer  than  before  for  their  other 
imports,  and  obtain  the  new  commodity  cheaper  than  before,  but  not  so 
much  cheaper  as  Kngland  herself  does.  1  say  this,  being  well  aware  that 
the  article  would  be  actually  at  the  very  same  price  (cost  of  carriage 
excepted)  in  England  and  in  other  countries.  The  cheapness,  however, 
of  the  article  is  not  measured  solely  by  the  money-price,  but  by  that  price 
compared  with  the  money-incomes  of  the  consumers.  The  price  is  the 
tsanie  to  the  English  and  to  the  foreign  consumers  j  but  the  former  pay 
"that  price  from  money-incomes  which  have  been  increased  by  the  new 
.islribut'ion  of  the  precious  metals  ;  while  the  latter  have  had  their  money 
incomes  probably  diminished  by  the  same  cause.  The  trade,  thcrcfurc, 
has  not  imparled  to  the  foreign  consnmer  the  whole,  but  only  a  portion,  of 
the  benefit  which  the  Knglish  consumer  has  derived  from  the  improve- 
ment ;  while  England  has  also  benefited  in  the  prices  of  foreign  com- 
mnditics.  Thus,  then,  any  industrial  improvcmeat  which  leads  to  the 
opening  of  a  new  branch  of  exiwrt  tratic,  benefits  n  country  not  only  by 
the  fheapness  of  the  article  in  which  the  improvetnent  has  taken  place, 
but  by  a  general  cheapening  of  all  impnrted  products, 

the  cost  of  carriage,  together  with  the  nrdin-nry  profit  on  Ihe  iniporlcr"*  cn]iItAl  for 

the  Bwrftgc  length  of  time  which  clnpsci  before  llic  coramodiiy  cfvulil  l>c  diiiposed 

of.     Ittit  it  does  not  follow  that  each  country  pays  the  cost  oT  carriage  of  the 

rCOtnmodUy  It  irapfiTl!) }  fur  the  mlJiltnn  of  this  item  to  ihe  price  tnny  upprstc  as  s 

"erealer  check  to  demand  on  one  side  than  on  the  other ;  and  the  equation  of 

*lntcni.itioraI   demand,    and   consequent   e(]uilibriuni   of  payments,  may  not   be 

tii.-tiiilained.     Money  would  tlien  flow  out  of  one  country  into  Ihe  other,  until,  in 

H\\z  mnnncr  already  illuslraic*),  tlie  equilibrium  was  restored  :  and,  when  this  wai 

leffcctcd,  one  coontry  would  be  paying  more  thnn  Lis  own  cost  of  carriage,  and  the 

ther  Jes% 
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Let  us  now  change  the  hypotliesis,  nnd  suppose, tliat  the  improvcmentt 

instead  of  creating  a  new  export  from  England,  cheapens  an  existing  one. 
When  we  examined  this  case  on  the  supposition  of  barter,  it  appeared  to 
us  that  the  foreign  consumers  might  either  obtain  the  same  benefit  from 
the  improvement  as  RnR-Iand  herself,  or  a  less  benefit,  or  even  a  greater 
bentlit,  according  to  the  degree  in  which  the  consumption  of  the  cheapened 
article  is  calculated  to  extend  itself  as  the  article  diminishes  in  price. 
The  same  conclusions  will  be  found  true  on  the  supposition  of  money. 

Let  the  commodity  in  which  there  is  an  improvement  be  cloth.  The 
first  effect  of  the  improvement  is  that  its  price  falls,  and  there  Is  an 
increased  demand  far  it  in  the  foreign  market.  Itut  this  demand  is  of 
uncertain  amount.  Suppose  the  foreign  consumers  to  increase  their 
purchases  in  the  exact  ratio  of  the  cheapness,  or  in  other  words,  to  lay  out 
in  cloth  the  same  sum  of  money  as  before  ;  the  same  ag^-egate  payment  as 
before  will  be  due  from  foreign  countries  to  England  ;  the  equilibrium  of 
exports  and  imports  will  remain  undisturbed,  and  foreigners  will  obtain 
the  full  advantage  of  the  increased  cheapness  of  cloth.  l^iiJ  if  the  foreign 
demand  for  clotli  is  of  such  a  character  as  to  increase  in  a  greater  ratio 
than  the  cheapness,  n  larger  sum  than  formerly  will  be  due  to  England  for 
cloth,  and  when  paid  will  raise  English  prices,  the  price  of  cloth  iiichided; 
this  rise,  however,  will  affect  only  the  foreign  purchaser,  English  incomes 
being  riuscd  in  a  corresponding  proportion  ;  and  the  foreign  consumer 
will  thus  derive  a  less  advantage  than  Eng^land  from  the  improvement 
If,  on  the  contrary,  the  cheapening  of  cloth  does  not  extend  the  foreign 
demand  for  it  in  a  proportional  decree,  a  less  sum  of  debts  than  before 
will  be  due  to  England  for  cloth,  while  there  will  be  the  usual  sum  of  debts 
due  from  England  to  foreign  countries  ;  the  balance  of  trade  will  turn 
.\?ainst  England,  money  will  be  exported,  prices  (that  of  cloth  included) 
will  fall,  and  cloth  will  eventually  be  cheapened  to  the  foreign  purchaser 
in  a  still  greater  ratio,  than  the  improvement  has  cheapened  it  lo  England. 
Tliese  .ire  the  very  conclusions  which  we  deduced  on  the  hypolhcsis  of 
barter. 

The  result  of  the  preceding  discussion  cannot  be  better  summed  up  than 
in  the  words  of  Ricardo.*  '■  Gold  and  silver  having  been  chosen  for  the 
general  medium  of  circulation,  they  are,  by  the  competition  of  commerce,  — - 
distributed  in  such  proportions  amongst  (he  difiercnt  countries  of  the  V**^ 
world,  as  to  accommodate  themselves  to  the  natural  traffic  which  would 
take  place  if  no  such  metals  existed,  and  the  trade  between  countries  were 
purely  ai  trade  of  barter.'  Of  this  principle,  so  fertile  in  consequences, 
previous  to  which  tlic  theory  of  foreign  trade  was  an  unintelligible  chaos, 
Mr.  Rtcardo,  though  he  did  not  pursue  it  into  its  ramifications,  was  the 
real  originator.  No  writer  who  preceded  him  appears  to  have  had  a 
glimpse  of  it :  and  few  are  those  who  even  since  his  lime  hnve  had  an 
adequate  conception  of  its  scientific  value. 

§  3.  It  is  now  necessary  to  enquire,  in  what  manner  this  law  of  distri- 
bution of  tile  precious  metals  by  means  of  the  exchanges,  aftfecls  the 
exchange  value  of  money  itself;  Jind  how  it  (allies  with  the  law  by  which 
we  found  that  the  value  of  money  is  regulated  when  imported  as  a  mere 
article  of  merchandize.  Eor  thicre  is  here  a  semblance  of  contradiction, 
which  has,  I  think,  contributed  more  than  anything  else  to  make  some 
distinguished  pohtical  economists  resist  the  evidence  of  the  pi-eceding 

*  frhKipiit  ^f9lUitai  Etctwt^  ami  Taxaticn,  3rd  edi 
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ioterchanjjes,  money  is  to  commerce  only  what  oil  b  to  macliineryj 
or  railways  to  locomotion,  a  contrivance  to  diininisli  friction.  In  order 
still  further  to  test  tlicse  conclusions,  let  us  proceed  to  re-examine,  on  the 
supposition  of  money,  a  qHestion  which  wc  have  already  investigated  on 
the  nypothesis  of  barter,  namely,  to  what  extent  the  benclit  of  an  improve- 
ment in  the  production  of  an  exportable  article,  is  participated  in  by  the 
countries  importing  it. 

The  improvement  may  either  consist  in  the  cheapening  of  some  article 
which  was  already  a  staple  production  of  the  country,  or  in  the  establish- 
ment of  some  new  branch  of  industry,  or  oT  some  process  rendering  an 
anicle  exportable  whicli  had  not  till  tlicn  been  exported  at  all.  It  wlII  be 
convenient  to  begin  with  the  case  of  a  new  export,  as  being  somewhat  the 
simpler  of  the  two. 

The  lirst  cfTcct  is  that  the  article  falls  in  price,  and  a  demand  arises  for 
it  abroad.  This  new  exportation  disturbs  the  balance,  turns  the  exchanges, 
money  flows  into  llie  rmintry  (which  we  shall  suppose  to  be  England),  and 
continues  to  fl<iw  until  prices  rise.  This  higher  range  of  prices  will  some- 
what check  the  demand  in  forcifoi  cotmtries  for  the  new  article  of  export  ; 
and  will  diminish  the  demand  which  existed  nbj'o.nd  for  the  other  things 
which  Engl.ind  was  in  the  habit  of  exporting.  Tlie  eximrts  will  thus  be 
diminished  ;  while  at  the  same  time  the  Kngllsh  public^  having  more 
money,  will  have  a  greater  power  of  purchasing  foreign  commodities.  If 
they  make  use  of  this  increased  power  of  purchase,  there  will  be  an 
increase  of  imports  :  and  by  this,  and  the  check  to  exportation,  the 
eiiuilibriuni  of  imports  and  exports  will  be  restored.  The  result  to  foreijfn 
countries  will  be,  that  tlicy  have  to  pay  dearer  than  before  for  their  other 
imports,  and  obtain  the  new  mmmodity  cheaper  than  before,  but  not  so 
much  cheaper  as  England  herself  does.  I  say  this,  being  well  aware  that 
the  article  would  be  actually  at  the  very  same  price  (cost  of  carriag'e 
excepted)  in  England  and  in  other  countries.  The  cheapness,  however, 
of  the  article  is  not  measured  solely  by  the  money-price,  but  by  thiit  price 
compared  with  the  mciney-inrnmes  nr  the  consumers.  The  price  is  the 
same  to  the  English  and  to  the  foreign  consumers  ;  hut  the  former  pay 
that  price  from  money-incomes  which  have  been  increased  by  the  new 
distribution  of  the  precious  metals  ;  while  the  latter  have  had  their  money 
incomes  prubably  diminished  by  the  same  cause.  The  trade,  therefore, 
has  not  impaitcd  to  the  foreign  consumer  llie  whulc,  but  only  a  portion,  of 
the  benefit  which  the  Knghsh  consumer  has  derived  from  the  impiove- 
ment ;  while  England  has  also  benefited  in  the  prices  of  foreign  com- 
friodities.  Thus,  then,  nny  industrial  improvement  which  leads  to  the 
opening  of  a  new  branch  of  export  trade,  benefns  a  country  not  only  by 
the  che;ipne5s  of  the  article  In  which  the  Improvement  has  taken  place, 
but  by  a  general  cheapening  of  all  imported  products. 

the  cost  of  carriage,  tciErlher  with  the  ordinary  prfjfit  on  the  importer's  capital  for 

the  average  length  of  time  which  elapse]  lieforc  the  comraodily  could  l>e  disposed 

of.     But  it  does  not  foElow  that  each  country  pays  the  coat  of  carringe  of  the 

r^mmodity  it  imports  ;  for  the  ntUlition  of  this  item  Lo  Ihe  price  mny  operate  U  a 

reater  check:  to  denmnd  on  one  side  thnn  on  ttie  other ;  and  the  equation  of 

iternational   demand,  and  consequent  cquilibriiim  of  paymcDls,  mny  not  be 

sinintAineiL     Money  woiiKl  llicn  flow  out  of  one  country  into  the  other,  until.  In 

*the  manner  alreaOy  illustrated,  liie  equilibrium  was  restored  :  and,  when  this  was 

effected,  one  country  would  be  paying  mote  than  its  own  cost  of  camagc,  and  the 

Other  less. 
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receive,  and  selling  bills  to  those  who  have  money  to  pay.  When  a 
cuaiomer  comes  lo  a  broker  for  a  bill  on  Paris  or  Amstevaam,  the  broker 
sella  to  him,  perhaps  the  bill  he  m.iy  himself  have  bought  that  morning 
from  a  merchant,  perhaps  a  bill  on  hts  own  correspondent  in  the  foreign 
city  :  and  lo  enable  his  correspondent  to  pay,  when  due,  all  the  bills  he 
ha5  granled,  he  remits  lo  him  all  those  whicn  he  has  bought  and  has  not 
resold.  In  this  manner  these  brokers  take  upon  themselves  the  whole 
settlement  of  the  pecuniary  transactions  between  distant  places^  being 
remunerated  by  a  small  commission  or  percentage  on  the  amount  of  each 
bill  which  they  cither  sell  or  buy.  Now,  if  the  brokers  find  that  they  are 
asked  for  bills  on  the  one  part,  to  a  greater  amount  than  bills  are  offered 
to  them  on  the  other,  they  do  not  on  this  account  refuse  to  give  them  : 
but  since,  in  that  case,  ihey  have  no  means  of  enabling  the  correspondents 
on  whom  their  bills  are  c^^3^vn,  to  pay  them  when  due,  except  by  trans- 
mitting^' part  of  the  amount  in  ^^^old  or  silver,  they  require  from  those  to 
whom  they  sell  bills  an  additional  price,  sufficient  to  cover  the  freight  and 
insurance  of  the  gold  and  silver,  with  a  profit  sufficient  to  compensate 
them  for  their  irouble  and  for  the  temporary  occupation  of  a  portion  of 
their  capital.  This  premium  (as  it  is  called)  the  buyers  are  willing  to 
pay,  because  they  must  othenvisc  go  to  the  expense  of  remitting  the 
precious  metals  themselves,  and  it  is  done  cheaper  by  those  who  make 
doing^  it  a  part  of  their  especial  business.  But  although  only  some  of 
those  who  have  a  debt  to  p.iy  would  have  actually  to  i-emit  money,  all 
will  be  obliged,  by  each  other's  competition,  to  pay  the  premium  ;  and 
the  brokers  arc  for  the  same  reason  obliged  to  pay  it  to  those  whose  bills 
they  buy.  The  reverse  of  all  this  happens,  if,  on  the  comparison  of 
exports  and  Imports,  the  country,  instead  of  having  a  balance  to  pay,  has 
a.  balance  to  receive.  The  brokers  find  more  bills  offered  to  ihem,  than 
are  sufficient  to  cover  those  which  they  are  required  to  grant.  TiWls  on 
foreign  countries  canscquenily  fall  to  a  discount;  and  the  competition 
among-  the  brokers,  which  is  exceedingly  active,  prevents  them  from 
retaining  this  discount  as  a  profit  for  thcm&elvcs,  and  obliges  them  to  give 
the  benefit  of  it  to  those  who  buy  the  bills  for  purposes  of  remittance. 

Let  us  suppose  that  ail  countries  had  the  same  currency,  as  in  the 
progress  of  political  improvement  they  one  day  will  have  :  and,  as  most 
familiar  to  the  reader,  let  us  suppose  this  ciinency  to  be  the  English. 
When  England  h.id  the  same  number  of  pounds  sterling  to  pay  to 
France,  which  I'rance  had  to  pay  to  her,  one  set  of  merchants  in  England 
would  want  bills,  and  another  set  M-ould  have  bills  to  dispose  of,  for  the 
very  same  number  of  poimds  sterling  ;  and  consequently  a  bill  on  France 
for  loo/,  would  sell  for  exactly  too/.,  or,  in  the  phraseology  of  merchants, 
the  exchange  would  be  at  par.  As  France  also,  on  this  supposition, 
would  have  an  equal  nmnber  of  pounds  sterling  to  pay  and  to  receive,  bills 
on  England  would  be  at  par  in  France,  whenever  bills  on  France  v/ctc  at 
jiar  in  England. 

If,  however,  England  had  a  lat^r  sum  lo  pay  to  France  than  to  receive 
from  her,  there  would  be  persons  rcquinng  bills  on  France  for  a  greater 
number  of  pounds  sterling  than  there  were  bills  drawn  by  persons  to 
whom  money  was  due.  A  bill  on  France  for  loo/.  would  then  sell  for 
more  than  loo/.,  and  bills  would  be  said  to  be  at  a  premium.  The 
premium,  however,  could  not  exceed  the  cost  and  risk  of  making  the 
remittance  in  gold,  together  with  a  trifling  profit ;  because  if  it  did,  the 
debtor  would  send  the  gold  itself,  in  preference  to  bu-jltv^x^t^iyji. 
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I^  00  the  contrary,  Enjjtaud  had  more  money  to  receive  from  France 
than  lo  pay,  there  would  iw  bills  offered  for  a  greater  number  oi  douikIs 
than  were  wanted  for  remittance,  and  the  price  of  bills  would  fall  bdotr 
par ;  a  bill  for  icx>/.  might  be  bought  for  somewhat  less  than  loo/^  and 
Bills  wouM  tie  said  to  be  at  a  discount. 

When  England  has  more  to  pay  than  to  receive,  France  has  more  to 
recei%-c  than  to  pay,  and  via  vcrsA.  When,  therefore,  in  Eng-Iind,  bills 
on  France  bear  a  preinam,  then,  in  France,  bills  on  England  are  at  a 
di^ount  :  and  when  bills  on  France  are  at  a  discount  in  England,  bills 
on  England  are  at  a  premium  in  France.  If  they  are  at  par  in  ei " 
country,  they  are  so,  as  we  have  already  seen,  in  both. 

Thus  do  matters  sund  between  countries,  or  places,  which  have  tl 
same  currency.  So  much  of  barbarism,  however,  still  remains  in  the 
transactions  of  the  most  civilized  nations,  chat  almost  all  independent 
countries  chouse  to  assert  tlieir  nationality  by  having,  to  their  own  in- 
convenience and  that  of  their  neighbours,  a  peculiar  currency  of  their 
own.  To  our  present  purpose  this  makes  no  other  difference,  than  that 
insteadofspcakint'of  ^^«rf/ sums  of  money,  we  have  to  speak  of  t-^u/f ii/r/r/ 
sums.  Uy  equivalent  sums,  when  both  currencies  arc  composed  of  the 
same  metal,  arc  meant  suuis  which  contain  exactly  the  same  quantity  of 
the  metal,  in  weight  and  fineness  ;  bnt  when,  as  in  the  case  of  France  and 
England,  the  mcl.ils  are  different,  what  is  meant  is  that  the  quantity  of 
gold  in  the  one  sum,  and  the  quantity  of  silver  in  the  other,  are  of  the 
same  value  in  the  general  market  of  the  world  :  there  being  no  material 
difference  between  one  place  and  another  in  the  relative  value  of  these 
metals.  Suppose  25  fnuics  to  be  (as  within  a  trilling  fraction  it  is)  the 
equivalent  01  a  pound  sterling.  The  debts  and  credits  of  the  two 
countries  would  be  equal,  when  the  one  owed  as  many  times  25  francs,  as 
the  other  owed  pounds.  When  this  was  the  case,  a  bill  on  France  for 
z^oo  francs  would  be  worth  in  England  too/.,  and  a  bill  on  England  for 
loo/,  would  be  worth  in  France  2500  francs.  The  exchange  is  then  said 
to  be  at  par  :  and  25  francs  (in  reality  25  francs  and  a  trifle  more)  is 
called  the  par  of  exchange  with  France.  When  England  owed  to-  France 
more  than  the  equivalent  of  what  France  owed  lo  her,  a  bill  for  2500 
francs  would  be  at  a  premium,  that  is,  would  be  worth  more  than  io3£ 
When  France  owed  to  England  more  than  the  equivalent  of  what 
England  owed  to  France,  a  bill  for  2500  francs  would  be  worth  less  than 
100/.,  cr  would  be  at  a  discount. 

When  bills  on  foreign  countries  are  at  a  premium,  it  is  customary  to  say 
that  the  exchanges  are  against  the  country,  or  unfavourable  to  it.  In 
nrder  to  understand  these  phrases,  we  must  lake  notice  of  what  'tbQ 
exchange'  in  the  language  of  merchants,  really  means.  It  means  the 
power  which  the  money  of  the  country  has  of  purchasing  the  money  of 
other  countries,  Supposing  25  francs  to  be  the  exact  par  of  exchange 
then  when  it  requims  more  than  100/.  to  buy  a  bill  for  2500  francs,  lo«. 
of  English  money  are  worth  less  than  their  real  equivalent  of  French 
money ;  and  this  is  called,  an  exchange  unfavourable  to  England.  The 
only  persons  in  England,  however,  to  whom  it  is  really  unfavourable,  are 
those  who  have  money  to  pay  in  France  ;  for  they  conic  into  the  biU 
market  as  buyers,  and  Iiave  10  pay  a  premium  :  bnt  to  those  who  have 
to  receive  in  France,  the  same  stale  of  things  is  fivnurable ;  for 
■»c  as  sellers  and  receive  the  premium.  The  piemium,  however, 
that  a  balance  is  due  by  England,  which  must  be  eventua" 
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liquidated  in  the  precious  metals  ;  and  since,  according  to  (he  old  theory, 
the  benefit  of  n  trade  consisted  in  bringing  money  into  the  country,  this 
prejudice  introduced  the  practice  af  calling  the  exchange  favoui  able  when 
It  indicated  n.  balance  to  receive,  and  unfavourable  when  it  indicated  one 
to  pay  :  and  the  phrases  in  turn  tended  to  maintain  the  prejudice. 

S  3.  It  might  be  supposed  at  first  si^ht  that  when  the  exchange  is 
unfavourable,  or  in  other  words,  when  hills  are  at  a  premluni,  the 
premium  must  always  amount  lo  a  full  eiiuivalent  for  the  cost  of 
transmitting  money  :  since,  as  there  is  really  a  balance  to  pay,  and  as 
the  full  cost  must  therefore  he  incurred  by  some  of  those  who  have 
remittances  to  make,  their  cninpetiiion  will  comjiel  all  to  submit  to  an 
equivalent  sacrifice.  And  such  would  certainly  be  the  case,  if  it  were 
always  necessary  that  whatever  is  destined  to  be  paid  should  be  paid 
immediately.  The  expectation  of  great  and  immediate  foreign  payments 
sometimes  produces  a  most  startling  effect  on  the  exchanges,*  Bui  a 
smSil!  excess  of  imports  above  exports,  or  any  other  small  amount  of  debt 
to  be  paid  to  foreign  countries,  does  not  usually  affect  the  exchanges  to 
the  full  extent  of  the  cost  and  risk  of  ti'ansporting  bulhon.  The  length  of 
credit  allowed,  generally  pennitSj  on  the  part  of  some  of  the  debtors, 
a  postponement  of  payment,  and  m  the  meantime  the  balance  may  turn 
the  other  way^  and  restore  the  equality  of  debts  and  credits  without  anji 
actual  transmission  of  the  metals.  And  this  is  the  more  likely  to  happen^ 
as  there  is  a  self-adjusiing  power  in  the  variations  of  the  exchange  iiselt 
Bills  are  at  a  premium  because  a  greater  money  value  has  been  imporlod 
tlian  exported.  J5ut  the  premium  is  itself  an  extra  profit  to  those  who 
export-  Besides  the  price  they  obtain  for  their  goods,  they  draw  for  the 
amount  and  gain  the  premium.  It  is,  on  the  other  hand,  a  diminution  of 
profit  to  those  who  import.  Besides  the  price  of  the  goods,  they  have  to 
pay  a  premium  for  remittance.  So  that  what  is  called  an  unfavourable 
exchange  is  an  encouragement  to  export,  and  a  discom-agcmeTit  to  import. 
And  if  the  balance  due  is  of  small  amount,  and  is  the  consequence  of  some 
merely  casual  disturbance  in  the  ordinary  course  of  trade,  it  is  soon 
licjuidated  in  commodities,  and  the  account  adjusted  by  means  of  bills, 
without  the  transmission  of  any  bullion.  Not  so,  however,  when  the 
excess  of  imports  above  exports,  which  has  made  the  exchange  unfavour- 
ab!e^  arises  from  a  pemianent  cause.  In  that  case,  what  disturbed  the 
equilibrium  must  have  been  the  state  of  prices,  and  it  can  only  be  restored 
by  acting  on  prices.  It  is  impossible  that]priccs  should  be  such  as  I o 
invite  to  an  excess  of  imports,  and  yet  that  the  exports  should  be  kept 
petmanenlly  up  to  the  imports  by  the  extra  profit  on  exportation  derived 

'  On  ihe  news  of  Bonaparte's  landing  fTom  Elba,  the  price  of  HIU  advanced  in 
one  tiny  as  imich  as  ten  i«r  cent.  Of  course  this  preoiiuni  was  not  a  mere  eqiiiva' 
lent  for  cost  of  carriage,  since  the  freight  of  such  an  article  as  gold,  even  with  the 
addition  of  war  insurance,  coiilil  never  have  amounled  to  so  nniich.  This  great 
price  wa5  an  equivalent  not  for  the  tlifficulty  of  sending  gold,  bat  for  the  anticipated 
difficulty  of  procuring  it  to  send  ;  Ihe  expectation  being  that  there  would  be  such 
iii:inietige  rem  it  lances  to  Ihe  Conlincrt  in  subsidies  and  for  the  su[iporl  of  nrmics, 
m  would  press  hard  on  the  stock  of  bullion  in  the  country  (which  was  then  entirely 
denuded  of  specie],  and  this,  too,  la  n  shorter  Lime  than  would  allow  of  its  liciiig 
replenished.  Accordinfjly  the  price  of  Uullimi  rose  likewise,  with  tlic  pnnic 
Buddcnness.  It  is  hnrdly  necessary  to  say  that  this  took  pUce  during  the  Bank 
re^Iiiction.  In  a.  convertible  stale  of  Ihe  cnrrency,  no  such  thing  could  hav9 
pccuircd  unlit  Ihc  Bank  slopped  pnyment.  • 
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from  Uw  j^mmm  on  l/ills ;  for  if  the  exjioru  ow^TSp^^w  the 
importA,  bills  would  not  be  at  a  premium,  and  the  extra  profit  would  not 
«xiir  It  is  throuf^h  the  prices  of  commodities  that  the  correction  must  be 
lulminisicrcd. 

Uisturbanccii,  thcrefurc,  of  the  equilibrium  of  imports  and  exports,  and 
conscrjucnt  disturbances  of  the  exchange,  may  be  considered  as  nf  two 
daxwi :  the  one  rasiial  or  arridcntal,  nhich,  if  not  on  too  lar^  a  scale, 
correct  themselves  throuph  the  premium  on  bills,  without  any  transmission 
of  the  precious  inculs  ;  the  Dther  arisin;j  from  the  general  state  of  prices, 
which  cannot  be  corrected  without  the  subtraction  uf  acttial  money  from 
the  circulation  of  one  of  the  countries,  or  an  annihilation  of  credit 
Cfjtiivalont  to  i(,  since  the  mere  transmission  of  bullion  (as  distinguished 
from  money),  not  having-  any  effect  on  prices,  is  of  no  avail  to  abate  the 
cause  from  which  the  disturbance  proceeded. 

It  renrnins  to  obscr^'c,  that  the  exchanges  do  not  depend  on  the  balance 
of  debts  and  crcJits  with  cacli  country  seiraratcly,  bat  with  all  countries 
tnl<on  tOKcthcr.  En^jland  may  owe  a  balance  of  payments  to  France  ; 
hilt  it  ddos  not  follow  that  ihc  exrhanyo  willi  France  will  be  a-jainst 
Kn^taml,  and  that  bJKs  on  France  will  be  at  a  premium  ;  because  a 
balance  may  be  due  to  England  from  Holland  or  Hamburg",  and  she  may 
[lay  licr  debt  to  France  with  bills  on  those  places  ;  which  is  technically 
Cttllc<l  arbitration  of  exchiiuge.  There  is  some  little  additional  expense, 
pnrily  oomtnissinn  and  partly  llnss  of  interes.t,  In  settling  debts  in  this 
clrciiitoin  manner,  and  to  the  otiojit  of  that  small  liifTerence  the  exchatige 
with  one  countiy  may  vary  apart  from  that  with  others  ;  but  in  the  main, 
the  cxclifinKcs  with  all  foreign  countries  vary  together,  accoitiing  as  the 
country  hna  a  Ijiiluncc  tu  receive  or  to  pay  on  the  general  result  of  iia 
f'lieigu  transactions. 


CHAPTER  XXI. 


or  TWR  niSTRinUTION  01'  HIE  I'REClOUy  METALS  THROUGH  THE 
COHMEKCIAL  WORLD. 

5  I.  Havinu  now  examined  the  mechanism  by  which  the  commercial 
Irnnitactions  bohveeti  liiitions  are  actually  conducted,  we  have  next  to 
ini(uire  whether  this  mode  of  conducting  them  makes  any  difference  it) 
the  conclusions  respecting  international  values,  which  we  previously 
arrived  at  on  the  hypnthcsis  of  barter. 

The  nearest  analogy  would  lead  us  to  presume  the  negative.  We  did 
lint  find  ihal  the  intcr^'Cl>tio^  of  money  and  its  substitutes  made  any 
dilTcrfm'e  in  the  law  of  value  as  npnlled  to  adjacent  p1.*iccs.  Thii^'s 
which  would  have  l*en  (w^nal  in  v.alue  if  the  mode  of  exchange  had  been 
by  bnncr,  are  wonh  cipial  sums  of  money.  '  The  introduction  of  money  is 
a  mere  adilititm  of  one  more  commoility,  of  which  the  v-akc  is  regulated 
by  the  Mme  laws  ns  that  <.»f  all  mher  citmmoditici, '  \Vc  shall  not  be 
iurpti^rd,  thciefui«t  if  we  liud  lh»t  Intornalionjl  values  also  are  dctcr- 
mii\isl  by  ilie  uuno  Cautes  under  u  u\oncy  and  bill  3>-stem,  as  they  would 
l>e  under  a  symnu  of  barter ;  And  ih;tt  mi^ncy  has  little  to  do  ia  tbc 
iiMtttT,  rxcapt  to  fwraii^  a  convruicnt  m^xir  of  romporin^  v.ilue& 

All  iHtesuang*^  it.  Ui  tubsiancv  and  ti¥rct.  barter ;  he  who  sells  bia 
'iKtioiu  tor  OWMVt  ant)  with  (hat  money  bun  other  gtmds,  really  bayi 


those  goods  wilh  his  own  produce.  And  so  of  n.'^iions  :  their  (rude  is  a 
mere  exchange  of  exports  for  imports  ;  :i.nd  whether  money  is  employed 
or  not,  thirig-s  are  only  in  tbcii  permanent  3iatc  when  the  exports  and 
imports  exactly  pay  for  each  otlicr.  When  this  is  the  case,  eijual  sums  of 
money  are  due  from  each  couclry  to  the  other,  the  debts  aie  settled  by 
bills,  and  there  is  no  biilance  to  be  paid  in  the  precious  mel.ils.  The 
tnide  IS  in  a  slate  liUe  thnt  which  is  caJIed  in  mechanics  a  condition  of 
stable  equilibrium. 

But  the  process  by  which  things  are  brought  back  to  this  stale  when 
they  happen  to  deviate  from  it,  is,  at  Jcist  oiilwaKlly,  not  the  same  in  a 
barter  system  and  in  a  money  system.  Under  the  first,  the  country  which 
wants  more  lmport3  than  its  exports  will  pay  for,  must  offer  its  exports  at 
a  cheaper  rate,  as  the  sole  means  of  treating  a  demand  for  Uieni  suflkicnt 
to  re-establish  the  equilibrium.  When  money  is  used,  the  country-  seems 
to  do  a  thing  totally  diflerent.  She  takes  the  additional  imports  at  the 
same  price  as  before,  and  as  she  exports  no  equivalent,  the  balance  of 
payments  liirns  against  her ;  the  exchange  becomes  unfavourable,  and 
die  difference  has  to  he  p.nid  in  money.  This  is  in  appearance  a  very 
distinct  operation  from  the  fornjer.  Let  ns  see  if  it  dilTers  in  its  essence, 
or  only  in  its  mechanism. 

Let  the  country  which  has  the  balance  to  pay  be  England,  and  the 
countiy  which  receives  it,  France.  liy  this  transmission  of  the  precious 
metals,  the  quantity  of  tbe  currency  is  diminished  in  Iinfjland,  and 
incicasetl  in  France.  This  I  am  at  liberty  to  assume.  As  we  shall  see 
hereafter,  it  would  be  a  very  erroneous  assumption  if  made  in  regard  to 
a//  payments  of  intcmaiional  balances.  A  balance  which  has  only  to  be 
paid  once,  such  as  the  payment  made  for  an  extra  importation  of  com  in 
a  season  of  dearth,  may  be  paid  from  hoards,  or  from  the  rescri-es  of 
bankers,  without  acting  on  the  circulation.  But  we  arc  now  supposing 
that  there  is  an  excess  of  imports  over  exports,  arising  from  the  fact  that 
the  equation  of  international  demand  is  not  yet  established  :  that  there  is 
at  the  ordinary  piices  a  permanent  demand  in  England  for  more  French 
gr>ods  than  the  English  goods  required  in  France  at  the  ordinary  prices 
will  pay  for.  When  this  is  the  case,  if  a  change  were  not  made  m  the 
prices,  there  would  be  a  perpetually  renewed  balance  to  be  paid  in  money. 
The  imports  require  to  be  permanently  diminished  or  the  exports  to  be 
increased:  which  can  only  be  accomplished  through  prices:  and  hence, 
even  if  the  balances  are  at  first  paid  from  hoards,  or  by  the  exportation  of 
bullion,  they  will  reach  the  circulation  at  last,  for  nniil  they  do,  nothing 
can  stop  the  drain. 

When,  therefore,  the  state  of  prices  is  such  that  the  equation  of  inter- 
nalional  demand  cannot  est-iblish  itself,  the  country  rciiuiring  more 
im]iorEs  than  c.in  be  paid  for  by  her  exports,  it  is  alsiyn  that  the 
country  has  more  of  the  precious  nietaJs  or  their  fiubstitiiies,  in  circula- 
tion, than  can  permanently  circulate,  and  must  necessarily  part  with  .some 
of  them  before  the  balance  can  be  restored.  Her  currency  is  accordingly 
contracted  :  prices  fall,  and  among-  the  rest,  the  prices  of  exportable 
articles  ;  for  which,  accordingly,  there  arises,  in  foreign  countries,  a 
greater  demand :  while  imported  commodities  have  possibly  risen  in 
rrice,  from  the  influx  of  money  into  foreign  countries,  and  at  all  events 
nave  not  participated  in  the  general  fall.  But  until  tlie  increased  cheap- 
ness of  English  goods  induces  foreign  countries  to  take  a  greater  pecuniary 
value,  or  uiiUI  the  increfised  deamesf  (jiositlvc  or  comparative)  of  forei^fn 
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to  be  once  more  repeated.  He  coiiipAces  the  substiimion  of  paper  m  tJie 
room  of  ihe  precious  metals,  lo  llie  consmirlion  of  .1  highwny  through  ihc 
air,  by  which  the  ground  now  occupied  by  roads  would  become  ;ivai[aUe 
for  agriculture.  As  in  that  case  a  portion  of  ttie  soil,  su  in  this  a  part  of 
the  accumulated  wealth  of  the  country,  would  be  relieved  from  a  function 
in  which  it  wns  only  employed  in  rendering  otlicr  soils  and  capitals  pro< 
ductive,  and  wiiuld  itself  become  applicabTe  to  production  ;  the  office  it 
previously  fulfilled  being  equally  well  discharged  by  a  medium  which 
costs  nothing'. 

The  value  saved  to  tlie  community  by  thus  dispensing  with  metallic 
money,  is  a  clear  gain  to  those  who  provide  the  substitute.  They  have 
the  use  of  twenty  millions  of  circulating  medium  which  have  co&t  tliem 
only  the  expense  of  an  engraver's  plate.  If  Ihey  employ  this  accession  to 
their  foriimes  as  productive  capital,  the  produce  of  the  counlr)'  is  increased 
and  the  community  benefited,  as  much  as  by  any  other  capital  of  equal 
amount.  Whether  it  is  so  employed  or  not,  depends,  in  some  degree, 
upon  the  mode  of  issuing  it  If  issued  by  the  government,  and  employed 
in  paying  off  debt,  it  would  probably  become  productive  capital.  The 
government,  however,  may  prefer  employing  this  extraordinary  resource 
m  its  ordinary  expenses :  may  sfjuantler  it  uselessly,  or  make  it  a  mere 
temporary  substitute  for  taxation  to  an  equivalent  amount :  in  which  last 
caic  the  amount  is  saved  by  the  taxpayers  at  large,  who  either  add  it  to 
their  cipital  or  spend  it  as  income.  When  paper  currency  is  supplied, 
as  in  our  own  country^  by  bankers  and  banking  comitanies,  trie  amount  is 
almost  wholly  turned  mto  productive  capital :  for  the  issuers,  being  at  all 
times  liable  to  be  called  upon  to  refund  ihe  value,  are  under  the  strongest 
inducements  not  to  squander  it,  and  (he  only  cases  in  which  it  is  not 
iorthcoming  arc  cases  of  fraud  or  mismanagement.  A  banker's  profession 
being  that  of  a  money  lender,  his  issue  of  notes  is  a  simple  extension  of 
his  ordinary  occupation.  He  lends  the  amount  to  farmers,  manufacturers, 
or  dealers,  who  employ  it  in  their  several  businesses.  So  employed,  it 
yields,  like  any  other  capital,  wages  of  labour  and  profits  of  stock.  The 
profit  is  shared  between  the  banker,  who  receives  interest,  and  a  succes- 
sion of  borrowers,  mostly  for  short  periods,  who,  after  paying  the  interest, 
gain  a  profit  in  addition,  or  a  convenience  ecjuivalent  to  profit.  The 
capital  itself  in  the  long  run  becomes  entirely  wages,  and  when 
replaced  by  the  sale  of  the  produce,  becomes  wages  again  ;  thus  affording 
a  perpetual  fund  of  the  value  of  twenty  millinns  for  the  maintenance  of 
productive  labour,  and  increasing  the  annual  pratlucc  of  the  country  by 
all  that  can  be  produced  through  the  means  of  a  capital  of  that  value. 
To  this  gain  muat  be  added  a  further  saving  to  the  country,  of  the  annual 
supply  of  the  precious  niclaU  nctcssary  for  repjuring  the  wear  and  tear, 
and  other  waste,  of  a  metallic  currency. 

The  suhstitmtion,  therefore,  of  paper  for  ihc  precious  metats,  should 
always  be  carried  as  far  as  is  consistent  with  safety  ;  no  greater  amount 
of  metallic  currency  being  retained,  than  is  nc<:c55ary  to  raaintain,  both  in 
fact  and  in  public  belief,  the  convertibility  of  the  paper.  A  country  with 
ihe  extensive  commercial  relations  of  England,  is  liable  to  be  suddenly 
called  upon  for  large  foreign  payments,  sonictimes  in  loans,  or  other 
investments  of  capital  abroad,  sometimes  as  the  price  of  some  unusual 
importation  of  goods,  the  most  frequent  case  being  lliat  of  large  importa- 
tions of  food,  consequent  on  a  bad  harvest.  To  meet  such  demands  it  is 
accessary  that  Uicie  should  be,  cither  In  circulation  or  in  tlie  cofTcrs  of 
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(  2.  It  thus  apfjears  that  tlie  law  of  international  values,  and,  con- 
Becjuently,  the  division  of  the  advantages  of  trade  among  the  nations 
which  cari7  it  on,  are  the  same,  on  the  supposition  of  money,  as  they 
would  be  in  a  state  of  barter.     In  mteniational,  as  in  ordinary  domestic 

nlso,  and  the  demand  (or  it  will  diminish.  As  cloth  fell  in  ptjce  and  linen  rose, 
there  would  be  some  pattjcular  price  of  both  aiUcles  at  which  the  clolh  exported 
and  ihe  Jioea  iinporled  would  exactly  pay  for  each  other.  At  this  point  prices 
would  rejnain,  because  money  would  than  c«ase  to  move  out  of  England  into 
Germany.  What  this  point  might  be,  would  enlirery  depend;  upon  the  circum- 
stances and  inclinations  of  the  purchasers  on  both  sides.  If  the  fall  of  cloth  did 
not  much  increase  the  demand  for  it  in  Germany,  and  the  rise  of  linen  did  not 
ilitnimsh  very  rapidly  ihe  demand  fur  it  in  England,  miicli  money  must  pass  before 
the  equilibrium  is  restored ;  cloth  would  fall  very  much,  and  linen  would  rise, 
until  Enghmd,  perhaps,  had  to  pay  nearly  as  much  for  it  as  when  she  protluced  it 
for  herself.  But  if,  on  the  contrary,  the  fall  of  cloth  caused  a  very  rapid  increase 
of  the  demand  for  it  in  Germany,  and  the  rise  of  linen  in  Germany  reduced  very 
rapidly  the  demand  in  England  from  what  il  was.  under  ihe  inllucncc  of  the  first 
cheapness  produced  by  the  opening  of  the  trade ;  the  cloth  would  very  sewn  sutl^ce 
ID  pay  for  the  linen,  little  money  would  pass  l>elween  the  two  couiilrieii,  and 
England  would  derive  a  large  portion  of  the  benefit  of  the  trade.  We  have  thus 
arrived  at  precisely  the  same  conclusion,  in  supposing  the  employment  of  money, 
which  we  foucd  to  hold  under  the  supposition  of  b.arter. 

'  In  what  shape  the  benefit  accrues  to  the  two  rations  from  the  trade,  is  clear 
enough.  GErmany,  before  the  commencement  of  the  trade,  paid  six  shillings  per 
yard  for  broatWoth  :  she  now  obtains  it  at  a  lower  price.  This,  however,  is  not 
ihc  whole  of  her  advantage.  As  the  money-prices  of  all  her  other  commodities 
have  risen,  the  money-incomes  of  all  her  producers  have  increased.  This  is  no 
advantage  to  (hem  in  buying  from  each  other,  because  the  price  of  wh:it  they  buy 
has  risen  in  the  same  ratio  with  their  means  of  paying  for  it  i  but  it  is  an  .advantage 
III  tliem  in  buying  anything  which  bns  not  risen,  and,  stiU  mote,  anything  which 
has  fallen.  They,  therefore,  benefit  as  consumers  of  cloth,  not  merely  to  the 
extent  to  which  cloth  has  fallen,  but  also  to  the  extent  to  which  attief  prices  have 
risen.  Suppose  that  this  is  one-tenth.  The  same  proportion  of  their  money- 
incomes  as  before,  will  suSicc  to  supply  their  other  wants;  and  the  remainder, 
liieing  increased  one-tenth  in  amount,  will  enable  them  to  purchase  one-tenth  mate 
cloth  than  before,  even  though  cloth  had  not  fallen  :  but  it  has  faJlen  ;  so  that  Ihey 
are  doubly  gainers.  They  purchase  the  same  quantity  with  less  money,  and  have 
m'lre  to  Mipcrd  upon  their  other  wants. 

'In  England,  on  the  contrary,  general  money-prices  have  fallen.  Linen, 
however,  has  fallen  more  than  the  rest,  having  beea  lowered  in  price  by  Jm- 
[^torlatlon  from  a  country  where  it  was  cheaper;  whereas  the  others  have  fallen 
only  from  the  consequent  efflux  of  money.  Notwithstanding,  therefore,  Ihe 
general  fall  of  money- prices,  the  English  pioducers  will  be  exactly  as  they  wcce 
in  all  other  respects,  while  llicy  will  gain  as  purchasers  of  linen. 

*The  greater  the  efHux  of  money  required  to  restore  the  eouilibrium.  the 
greater  will  be  the  pain  of  Germany,  lioth  by  the  fall  of  cloth  ana  by  the  rise  of 
hci  general  price*.  The  less  the  elllux  of  money  recfuisite,  the  gtcntcr  will  be 
llic  gain  of  England;  beciuse  the  price  of  linen  will  continue  lower,  and  her 
general  prices  will  not  be  reduced  so  much.  Il  must  not,  however,  be  imagined 
that  high  money-prices  are  a  good,  and  low  money-prices  an  evil,  in  themselves. 
But  the  higher  the  general  money  pric:es  in  any  country,  the  greater  will  be  that 
country's  mcan^  of  purchasing  those  commodities,  which,  being  imported  from 
abroad,  arc  independent  of  the  cause?  which  keep  prices  high  at  home.' 

In  praclice,  the  cloth  and  the  linen  would  not,  as  here  supposed,  be  at  the 
fame  price  in  England  and  in  Gcnnany :  each  would  be  dearer  in  money-price 
ID  the  country  which  imported  than  in  that  which  produced  it,  by  the  amount  at 

XT 


iotercbaoges,  inanef  is  So  cwmpcrct  onljr  visit  cnl  Is  to  inac1itiiei7, 
or  railways  to  looosooban,  a  costiTvance  to  dimintsh  frictiaa.  In  otder 
«tin  ftmberto  lest  tboe  condnwfis.  let  os  proGeed  to  re-examtoe,  on  the 
suppDsitian  ai  money,  a  qoestioa  which  ve  hxvt  already  invesdeatcd  qp 
the  hypothesbof  bailer,  namdy,  to  what  extesi  the  benefit  of  aa  impcDro- 
ineiit  in  the  production  of  an  exportable  article,  b  participated  in  by  the 
countries  importing  it 

The  improvemeni  may  either  consist  in  the  cheapening  of  some  article 
Which  was  already  a  staple  production  of  the  country,  or  in  the  establish- 
ment of  some  new  branch  of  indusiry,  or  of  some  process  rcnderixig  an 
article  exporuble  which  bad  not  till  then  been  exponed  at  alL  It  will  be 
convenient  to  be^  with  the  case  of  a  new  export,  as  being  socoewhat  tbe 
simpler  of  the  twa 

"Hie  first  efiect  is  that  the  article  ialls  in  price,  and  a  demand  arises  for 
it  abroad.  This  new  exportation  disturbs  the  balance,  turns  the  exchangei, 
money  flows  into  the  country  (which  we  shall  suppose  to  be  Eof^and),  and 
continues  lo  flow  until  prices  rise.  This  higher  range  of  prices  will  sotne- 
what  rhpflt  the  demand  in  foreiim  countries  for  the  new  article  of  export ; 
and  will  diminish  the  demand  which  existed  abroad  tor  the  other  things 
wiiich  England  was  in  the  habit  of  exporting.  Tlie  exports  will  thus  be 
diminished  ;  while  at  the  same  time  the  English  public,  ha\-in"  more 
money,  will  have  a  greater  power  of  purchasing  foreign  commodities.  I( 
they  make  use  of  this  increased  power  of  purchase,  there  will  be  an 
increase  of  imports :  and  by  this,  and  the  check  to  e^tportaiion,  the 
equilibrium  of  imports  and  exports  will  be  restored.  The  result  to  foreign 
countries  will  be,  that  they  have  to  pay  dearer  than  before  for  their  other 
imports,  and  obtain  the  new  commodity  cheaper  than  before,  but  not  so 
much  cheaper  as  England  herself  docs.  1  say  this,  being  well  aware  that 
the  article  would  be  actually  at  the  very  same  price  (cost  of  cirriage 
excepted)  in  England  and  in  other  countries.  The  cheapness,  however, 
of  the  anicle  is  not  measured  solely  by  the  money-price,  but  by  that  price 
compared  with  the  money-incomes  of  the  consumers.  The  price  is  the 
same  to  the  English  and  to  the  foreign  consumers  ;  but  the  former  pay 
that  price  from  money-incomes  which  have  been  increased  by  the  new 
distritnition  of  the  precious  metals  ;  while  the  latter  have  had  their  money 
incomes  probably  diminished  by  the  same  cause.  The  trade,  therefore, 
has  not  imparted  (o  the  foreign  consumer  the  whole,  but  only  a  portiori,  ol 
the  benefit  which  the  English  consiimer  has  derived  from  the  improve- 
ment ;  while  England  has  also  benefited  in  the  prices  of  foreign  com- 
modities. Thus,  then,  any  indastrial  improvement  which  Leads  to  the 
opening  of  a  new  branch  of  export  trade,  benefits  a  country  not  only  by 
^  the  cheapness  of  the  article  in  which  the  improvement  has  taken  places 
r^'but  by  a  general  cheapening  of  all  imported  products. 

the  cost  of  carriage,  together  with  the  oriiinary  profit  on  the  importer's  capital  fijf 
the  (ivcrBgc  length  of  time  which  elapsed  lieTore  the  commodity  could  be  dL^xMcd 
of.  Bat  it  docs  not  follow  that  each  country  pays  the  cost  of  carriage  of  the 
commodity  it  iinpoTl<i  i  for  (he  mldilinn  of  this  item  to  the  price  may  operate  as  a 

f [Tenter chctk  to  dnnand  on  one  side  thnn  on  the  other;  and  the  equation  of 
ntemational  demand,  and  conseqaent  eqoiiibriuin  of  payments,  may  not  be 
iDaiiilained.  Mnney  would  then  flow  out  of  one  country  into  the  other,  until,  111 
the  macuier  already  illustrated,  the  equilibrium  was  restored :  and,  when  ibis  wai 
iflfacted,  one  eountfy  woul<l  he  paying  more  ihsn  its  own  cost  of  carriage,  and  the 
Hherksh 
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Let  us  now  change  the  hypothesis,  and  suppose. that  the  imjinnvcmcni, 
instead  of  creatipg  a  new  exjMJtt  from  England,  cheapens  an  existing  one. 
When  we  examined  this  case  on  llie  supposition  of  barter,  it  appeared  to 
us  that  the  foreign  consumers  might  eitlier  obtain  the  same  benefit  from 
the  improvement  as  England  herself,  or  a  lew  benefit,  or  even  a  greater 
benefit,  according  to  the  degree  in  which  the  consumption  of  the  cheapened 
article  ia  calculated  to  extend  itself  as  the  article  diminishes  in  price. 
The  same  conclusions  will  be  found  true  on  the  supposition  of  money. 

Let  [lie  coiTiinodity  in  whicli  thL-re  is  an  improvement  be  cJoth.  The 
first  effect  of  (he  improvement  is  that  its  price  falls,  and  there  Is  an 
increased  demand  for  it  in  the  foreign  market.  But  this  demand  is  of 
uncert.iin  amoimt.  Suppose  the  foreign  consumers  to  increase  their 
purchases  in  the  cx.ict  ratio  of  The  cheapne&s,  or  in  oiherwords,  to  lay  out 
in  cloth  the  same  sum  of  money  as  before  ;  the  same  aggregate  pajinent  as 
before  will  be  due  from  foreign  cmuitn'es  to  England  ;  the  equilibrium  of 
exports  and  imports  will  remain  undisturbed,  and  foreigners  will  ohutin 
the  full  advantage  of  the  increased  cheapness  of  cloth.  liui  if  the  foreign 
demand  for  cloth  is  of  such  a  character  as  to  increase  in  a  greater  ratio 
than  the  cheapness,  a  larger  sum  tli.in  formerly  will  be  due  to  England  for 
clolh,  and  when  paid  will  raise  English  prices,  the  price  of  cloth  included; 
this  rise,  however,  will  affect  only  Uie  foreign  purcliaser,  English  incomes 
being  raised  in  a  correspontling  proportion  ;  and  ihe  foreign  consumer 
will  thus  derive  a  less  advant.ige  than  England  from  the  improvemenL 
If,  on  the  contniry,  the  cheapening  of  cloth  does  not  extend  the  foreign 
-demand  for  it  in  a  proportional  degree,  a  less  sum  of  debts  than  before 
will  be  due  tn  England  for  clnth,  while  there  will  be  the  usual  sum  of  debts 
due  from  England  to  f(.)reign  countries  ;  the  balance  of  trade  will  turn 
nv:.iinst  Enyland,  money  will  be  exported,  prices  (that  of  cloth  included) 
will  fall,  and  cloth  will  eventually  be  cheapened  to  the  foreign  purchaser 
in  a  still  gieater  ratio,  than  the  improvement  has  cheapened  it  to  England. 
These  are  the  very  conclusions  which  ive  deduced  on  the  Iiypothcsis  of 
barter. 

The  result  of  the  preceding  discus^sion  cannot  be  bettersummed  up  than 
in  the  words  of  Ricardo*  '  Gold  and  silver  having  been  chosen  for  the 
general  medium  of  circulation,  they  are,  by  the  competition  of  commerce, 
distributed  in  such  propnrtions  amongst  the  different  countries  of  the 
world,  as  lo  accommodate  themselves  to  the  natural  traffic  which  would 
laliie  place  if  no  such  metals  existed,  and  the  trade  between  countries  were 
purely  a.  trade  of  barter.'  Of  this  principle,  so  fertile  in  consequences, 
previous  to  which  the  theory  of  foreign  trade  was  an  unintelligible  chaos, 
Mr.  Ricardo,  though  he  did  not  pursue  it  into  its  ramifications,  was  the 
real  originator.  No  writer  who  preceded  him  appears  to  have  had  a 
glimpse  of  it :  and  few  are  those  who  even  since  his  time  have  had  on 
adequate  conception  of  ils  scientific  value. 

§  j.  It  is.  now  necess.iry  to  enquire,  in  what  manner  this  taw  of  distri- 
bution of  the  precious  metals  by  means  of  the  exchanges,  aflfecis  the 
exchange  value  of  money  itself ;  and  how  it  tallies  with  the  law  by  which 
we  found  that  the  value  of  money  is  regulated  when  imparted  as  a  mere 
article  of  merchandine  For  there  Is  here  a  semblance  of  contradiction, 
which  has,  I  think,  coulribuled  more  than  anything  else  lo  make  some 
distinguished  political  economists  resist  the  evidence  of  the  preceding 
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taste  existing  in  the  community  for  the  active  pursuits  of  industry,  or  for 
the  leisure,  case,  and  independence  of  an  annuitant. 

§  3.  To  exclude  casual  nuctuattons,  wc  will  suppose  rommerce  to  be  in 
a  quiescent  condition,  no  employment  being  unusually  prosperous,  and 
none  pariicularly  distressed.  In  these  circumstances,  tne  more  thriving 
producers  and  tnidcrs  have  tlieir  capital  fully  employed,  and  many  arc 
able  to  transact  business  to  a  considerably  greater  extent  than  they  liave 
capital  for.  These  are  naturally  borrowers  ;  and  the  amount  which  they 
desire  to  borrou*,  and  can  n\vc  security  for,  constitutes  the  demand  for 
loans  on  account  of  productive  employment.  To  these  must  l>c  added 
the  loans  required  by  Government,  and  by  landowners  or  other  unpro- 
ductive consumers  who  have  good  security  to  give.  This  constitutes  the 
mass  of  loans  for  which  there  is  an  habiliuil  demand. 

Now  it  is  conceivable  that  there  might  exist,  in  the  hands  of  persons 
disinclined  or  disqualified  for  engaging  personally  in  business,  a  mass  of 
capital  equal  to,  and  even  exceeding,  this  demand.  In  that  case  there 
would  be  an  habitual  excess  of  competition  on  the  ixirt  of  lenders,  and  the 
rate  of  interest  would  bear  a  low  proportion  to  the  rate  of  profit.  Interest 
would  be  forced  down  to  the  point  which  would  either  lempt  borrowers  to 
take  a  greater  amount  of  loans  than  they  had  a  re.isonable  expectation  of 
being  able  to  employ  in  their  business,  or  would  so  discourage  a  portion 
of  the  lenders,  as  to  make  them  cidicr  forbear  to  accumulate,  or  endeavour 
to  increase  their  income  by  engaging  in  business  on  their  own  account, 
and  Incurring  the  risks,  if  not  the  labours,  of  industrial  employment. 

On  the  other  band,  the  capital  owned  by  persons  who  prefer  lending  it 
at  interest,  or  whose  avocations  prevent  tncm  from  personally  super- 
intending its  employnienl,  may  be  short  of  the  habitual  demand  for  loans. 
It  may  be  in  great  part  absorbed  by  the  investments  afforded  by  the 
public  debt  ana  by  mortgages,  and  the  remainder  may  not  be  sufficient  to 
supply  the  wants  «f  commerce.  If  so,  the  rate  of  interest  will  be  raised 
so  high  ns  in  some  way  lo  re-establish  the  equilibrium.  VV*hen  ttiere  is 
only  a  sm-Tjl  difference  between  interest  and  profit,  many  borrowers  may 
no  longer  be  willing  to  increase  their  resptinsibilitics  and  involve  their 
credit  for  so  small  a  remuneration  ;  or  some  who  would  otherwise  have 
engaged  iti  business,  may  prefer  leisure,  and  become  lenders  instead  of 
borrowers  :  or  others,  und  jr  the  inducement  of  high  interest  and  easy  in- 
vestment  for  their  capital,  may  retire  from  business  earlier,  and  with 
smaller  fortunes,  than  they  otherwise  would  have  done.  Or,  lastly,  there 
is  another  process  by  which,  in  England  and  other  commercial  countries, 
a  large  portion  of  the  requisite  supply  of  loans  is  obtained.  Instead  of  its 
being  tiflfordcd  by  persons  not  m  business,  the  affording  ii  may  itself 
become  a  busincw.  A  porliun  of  the  capital  employed  in  trade  may  be 
supplied  by  a  class  of  prufessional  money  lenders.  These  money  lenders, 
however,  must  have  more  than  a  mere  interest  ;  tticy  must  have  the 
ordinary  rate  of  profit  on  their  capital,  risk  and  all  other  circumstances 
being  allnwed  for.  But  it  can  never  answer  to  anyone  who  borrows  for 
the  purposes  of  his  business,  to  pay  a  full  profit  for  capital  from  which  he 
J  will  only  derive  a  full  profit :  'and  money-lending,  as  an  employment,  for 
the  regular  supply  of  trade,  cannot,  therefore,  be  carried  on  except  by 
persons  who,  in  addition  to  their  own  capital,  can  lend  their  credit,  or,  in 
other  words,  the  capital  of  other  people  :  that  is,  bankers,  and  persons 
fsuch  as  bill-brokers)  who  are  virtually  bankers,  since  tlicy  receive  money 
in  deposit.    A  Ixink  which  lends  its  notes,  lends  capital  which  it  borrows 


receive,  and'seHlng  bills  to  those  who  have  money  to  pay.  When  a 
customer  comes  to  a  broker  for  a  bit]  on  Paris  or  Amsterdam,  (he  broker 
sells  lo  liini,  perhaps  the  bill  he  may  hini5elf  have  bought  that  morning 
from  a  merchatit,  perhaps  a  hill  on  his  own  correspondent  in  the  foreign 
city :  and  to  enable  his  correspondent  to  pay,  when  due,  all  tlie  bills  he 
has  js'rantcd,  he  remits  to  him  all  those  which  he  has  bought  and  has  not 
resold.  In  this  manner  these  brokers  take  upon  themselves  the  whole 
setllemenl  of  the  pecuniary  transactions  between  distant  places,  being 
remunerated  by  a  sninll  commission  or  percentage  on  the  amoimt  of  each 
bill  which  Ihey  either  sell  or  buy.  Now,  if  the  brokers  find  that  Ihey  are 
asked  for  bills  on  the  one  part,  to  a  grenter  amount  than  bills  are  offered 
to  them  on  the  other,  they  do  not  on  this  account  refuse  to  give  them : 
but  since,  in  that  case,  tliey  have  no  means  of  enabling  the  correspondents 
on  whom  their  bills  are  drawn,  {o  pay  them  when  due,  except  by  trans- 
liiitling:'  part  of  the  amount  in  gold  or  silver,  they  require  from  those  to 
whom  they  sell  bills  an  additional  price,  sufficient  to  coverihe  freight  and 
insurance  of  the  gold  and  silver,  with  a  profit  sufficient  to  compensate 
them  for  their  trouble  and  for  the  temporary  occupation  of  a  portion  of 
their  capital.  Iliis  premium  (as  it  is  called)  the  buyers  are  willing  10 
pay,  because  they  must  otherwise  go  to  the  expense  of  remitting  the 
precious  metals  themselves,  and  it  is  done  cheaper  by  those  who  make 
doing  i(  a  part  of  their  especial  business,  liut  although  only  some  of 
those  who  have  a  debt  to  pay  would  have  actually  to  remit  money,  a!l 
will  be  obliged,  by  each  other's  competition,  to  pay  the  premium  j  and 
the  brokers  are  for  the  same  reason  obliged  to  pay  It  to  those  whose  bills 
they  buy.  The  revei-se  of  all  this  happens,  if,  on  the  comparison  of 
exports  and  imports,  the  country,  instead  of  having  a  balance  lo  pay,  has 
a  balance  to  receive.  The  brokers  find  more  bills  offered  to  them,  than 
are  sufficient  to  cover  those  whicJi  they  are  required  to  grant.  Uills  on 
foreign  countries  consei^uently  fall  to  a  discount ;  and  the  competition 
amon^'  the  brokers,  which  is  exceedingly  active,  pn^vcnts  them  from 
retainmg  this  discount  as  a  profit  for  themselves,  and  obliges  them  to  give 
the  benefit  of  it  to  those  who  buy  the  bills  for  purposes  of  remittance. 

Let  us  suppose  that  all  countries  had  the  same  currency,  as  in  the 
progress  of  political  impi-ovement  they  one  day  will  h;ive  :  and,  as  most 
familiar  to  the  reader,  let  us  suppose  this  currency  to  be  the  English. 
When  En^M;ind  liad  the  same  number  of  pounds  sterling  lo  pay  to 
France,  which  Fnmce  hadlo  pay  to  her,  one  set  of  merchants  in  Engi,T.nd 
would  want  bills,  and  another  set  would  have  bills  to  dispose  of,  for  the 
vciy  same  number  of  pounds  stcrUng  ;  and  consequently  a  bill  on  France 
for  loo/.  would  sell  for  exactly  taoS.,  or,  in  the  phraseology  of  merchants, 
the  exchange  would  be  at  par.  As  France  als*j,  on  this  supposition, 
would  have  an  equal  number  of  pounds  sterling  to  pay  and  to  receive,  hills 
on  England  would  be  at  par  in  France,  whenever  bills  on  France  were  at 
par  in  England. 

If,  however,  Engbnd  h.td  a  larger  sum  to  pay  to  France  than  to  receive 
from  her,  there  would  be  persons  requiring  bills  on  France  for  a  greater 
ruinbcr  of  pounds  sterling  than  there  were  bills  drawn  by  persons  to 
whom  money  was  due,  A  bill  on  France  for  loo/.  would  then  sell  for 
more  Ih.nn  too/.,  and  bills  would  be  said  to  be  tit  a  premium.  Tlie 
premium,  however,  could  not  exceed  the  cost  and  risk  of  making  the 
remittance  in  gold,  together  with  a  trifling  profit ;  because  if  it  did,  the 
iebtor  would  send  the  gold  itself,  in  preference  to  buYvu^v^w^axyu 


4tt 


EXCHANGE. 


N 


I^  on  ihe  contrary,  England  had  more  money  lo  receive  from  Francft 
than  to  pay,  there  would  be  bills  offered  for  a  greater  number  of  pounds 
than  were  wanted  for  remittance,  and  the  price  of  bills  would  fall  below 
par :  a  bill  for  too/,  might  be  bought  for  somewhat  less  than  loo/.,  and 
bills  would  be  said  to  be  at  a  discouuL 

When  England  has  more  to  pay  than  to  receive,  France  has  more  to 
receive  than  to  pay,  and  vice  versii.  When,  therefore,  in  England,  bills 
on  France  bear  a  premkm,  then,  in  France,  bills  on  England  are  at  a 
discount  :  and  when  bills  on  France  are  at  a  discount  in  England,  bills 
on  England  are  at  a  premium  in  France.  If  they  are  at  par  in  cither 
country,  they  are  so,  as  we  have  already  seen,  in  both. 

Thus  do  matters  stand  between  countries,  or  places,  which  have  the 
same  currency.  So  much  of  barbarism,  however,  stilt  remains  in  tb^i 
transactions  of  the  most  civilized  nations,  that  almost  all  independent' 
countries  choose  to  assert  their  nationality  by  having,  lo  their  own  in- 
convenience  and  that  of  their  neighbours,  a  peculiar  currency  of  their 
ovra.  To  our  present  purpose  this  makes  no  other  dilTerence,  than  that 
instead  of  speaking  of  e^na!  sums  of  money,  we  have  to  speak  oi  equivalent 
sums.  By  equivalent  sums,  when  both  currencies  are  composed  of  the 
same  metal,  are  meant  sums  which  contain  exactly  the  same  quantity  of 
the  metal,  in  weight  and  fineness  ;  but  when^  as  in  the  case  of  I-  ranee  and^ 
England,  the  metals  are  different,  what  is  meant  is  that  the  quantity  "_ 
gold  in  the  one  sum,  and  the  quantity  of  silver  in  the  other,  are  of  the 
same  value  in  the  general  market  of  the  world  :  there  being  no  materia! 
difference  between  one  place  and  another  in  the  relative  value  of  these 
metals.  Suppose  2;  francs  lo  be  (as  within  a  trifling  fraction  it  is)  the 
equivalent  of  a  pound  sterling.  The  debts  and  credits  of  the  two 
countries  would  be  equal,  when  the  one  owed  as  many  times  25  francs,  as 
the  other  owed  pounds.  When  this  was  the  case,  a  bill  on  France  for 
3500  francs  would  be  worth  in  England  lOO/.,  and  a  bill  on  England  ft>r 
100/.  would  be  worth  in  France  2500  francs.  The  exchange  is  then  said 
to  be  at  par:  and  25  francs  (in  reality  2;  francs  and  a  trifle  more)  is 
called  the  par  of  exchange  with  France.  When  England  owed  to  France 
more  than  the  equivalent  of  what  France  owed  to  her,  a  bill  for  2500 
francs  would  be  at  a  premium,  that  is,  would  be  worth  more  than  loV. 
When  France  owed  to  England  more  than  the  equivalent  of  what 
England  owed  to  France,  a  bill  for  2500  francs  would  be  worth  less  than 
100/.,  or  would  be  at  a  discount. 

When  bills  on  foreign  countries  are  at  a  premium,  it  is  customary  to  say 
that  the  exchanj^es  are  against  the  country,  or  unfavourable  10  it.  In 
order  to  understand  these  phrases,  we  must  lake  notice  of  what  'the 
exchan^'e'  in  the  language  uf  merchants,  really  means.  It  means  the 
power  which  the  money  of  the  country  has  of  puichasing  the  money  of 
other  countries.  Supposing  25  francs  to  be  the  exact  par  of  exchange, 
then  when  it  requires  mare  than  100/.  lo  buy  a  bill  for  2500  francs,  100/. 
of  English  money  are  worth  less  than  their  rc.1I  equivalent  of  French 
money :  and  this  is  oillcd,  an  exchange  iinravotii.-tbIe  to  England.  The 
only  persons  in  England,  however,  to  whom  it  is  really  unfavourable,  are 
those  who  have  money  lo  pay  in  France  ;  foi-  they  come  into  tlic  bill 
»narket  as  buyers,  and  have  lo  pay  a  premium  :  but  to  those  who  have 
ney  to  receive  in  France,  the  same  state  of  things  is  favourable ;  for 
come  as  sellers  and  receive  the  premium.  The  premiiim,  however, 
a/es  that  a  balance  is  due  by  England,  which  must  be  eventually 
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liquidated  in  the  precious  metals  ;  and  since,  according  to  the  old  theory, 
the  benefit  of  a  trade  consisted  in  bringing  money  into  the  coiintr)',  this 
prejudice  introduced  the  practice  of  calling  the  exchange  favourable  when 
kt  indicated  a  balance  to  receive,  and  unfavourable  when  it  indicated  one 
to  pay  :  and  the  phrases  in  turn  tended  to  maintain  the  prejudice. 

g  3.  It  might  be  supposed  at  first  sight  that  when  the  exchange  is 
unfavourahle,  or  in  other  words,  when  liills  are  at  a  premium,  the 
premium  must  always  amount  to  a  full  equivalent  for  the  cost  of 
transmitting  money:  since,  as  there  13  really  a  balance  to  pay,  and  as 
the  full  coat  must  therefore  be  incurred  by  some  of  those  who  have 
remiuances  to  make,  their  competition  will  compel  a!l  to  submit  lo  an. 
equivalent  sacrifice.  And  such  would  certainly  be  the  case,  if  it  were 
always  necessary  that  whatever  is  destined  to  he  paid  should  he  paid 
immediately.  The  expectation  of  Rreat  and  immediate  foreign  payments 
sometimes  produces  a  most  startling  effect  on  the  exchanges,*  But  a 
small  excess  of  imports  above  exports,  or  any  other  small  amount  of  debt 
to  he  paid  to  foreign  coiittlries,  does  not  usually  aftect  the  exchanges  to 
the  full  esteni  of  the  cost  and  risk  of  transporting  bullion.  The  length  of 
credit  allowed,  generally  pennits,  on  the  part  of  some  of  the  debtors, 
a  postponement  of  payment,  and  in  the  meantime  the  balance  may  turn 
the  other  way,  and  restore  the  equality  of  debts  and  credits  without  anjl 
actual  transmission  of  the  metals.  And  this  is  the  more  likely  to  happen, 
as  there  is  a  self-adjusting^  power  in  the  variations  of  the  exchange  iiselt 
Bills  are  at  a  premium  because  a  greater  money  value  has  been  impartcyj 
than  exported.  But  the  premiitm  is  itself  an  extra  profit  to  those  who 
export.  Besides  the  price  they  obtain  for  their  goods,  they  draw  for  the 
amount  and  gain  the  premium.  It  is,  on  the  other  hand,  a  diminution  of 
profit  to  those  who  import.  Besides  the  price  of  the  goods,  they  have  to 
pay  a  premium  for  remittance.  So  that  what  is  called  an  unfavourable 
exchange  is  an  encouragement  to  export,  and  a  discouragemetil  to  imijort. 
And  if  the  balance  due  is  of  smati  amount,  and  is  the  consequence  of  some 
merely  casual  disturbance  in  the  ordinary  course  of  trade,  it  is  soon 
lit|uldated  in  commodities,  and  the  account  adjusted  by  means  of  bills, 
without  the  transmission  of  any  bullion.  Not  so,  however,  when  the 
excess  of  imports  above  exports,  which  has  made  the  exchange  unfavour- 
nblc,  arises  from  a  permanent  cause.  In  that  case,  what  disturbed  the 
equilibrium  must  have  been  the  state  of  prices,  and  It  can  only  be  restored 
by  acting  on  prices.  It  is  impossible  that?  prices  should  be  such  as  to 
invite  to  an  excess  of  imports,  and  yet  that  the  exports  should  be  kept 
permanently  up  to  the  imports  by  the  extra  profit  on  exportation  derived 

"  On  the  news  of  Ectiapatfe's  landing  from  Elba,  the  price  of  bills  advanced  io 
one  dny  as  much  as  ten  per  cent.  Of  course  this  premium  was  not  9.  mere  equiva- 
lent fair  cost  of  carriage,  siiice  Lhc  freight  of  ^uch  an  article  as  gold,  even  with  ihe 
addition  of  wxr  insurance,  could  rcvcr  have  amounted  to  so  much.  This  great 
price  was  an  equivalent  not  for  I  he  difTiculty  of  sending  gold,  but  for  the  anticipated 
difTicntty  of  piocuiing  it  lo  send  j  the  cxjiectalion  being  that  there  would  be  such 
inimcnse  rerailtanccs  lo  (he  Continent  in  suUidies  and  for  the  support  of  nrmi«s, 
ns  would  press  hard  on  the  stock  of  bullion  in  the  country  (which  was  then  entirely 
dcnitdcrl  of  specie),  anil  this,  too,  in  n  shorter  time  than  would  allow  of  its  Iwiitg 
replenished.  Accordingly  the  price  of  bullion  rose  likewise,  with  the  same 
nuldenness.  It  is  hardly  necessary  In  say  that  this  took  place  during  the  Bank 
restriction.  In  a  convertible  slate  of  the  ctmrency,  00  such  thing  could  have 
pccurrcd  until  the  Bank  stopped  pa>incnt.  • 


^ 
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more  frcquenily  hy  means  of  ihcir  dcposiiji  than  of  their  issues.  'There 
is  no  doubt,'  says  Mr.  Tookc,*  'that  banks,  whether  private  or  joint 
stock,  may,  if  imprudently  conducted,  minister  to  an  undite  extension  of 
credit  for  the  purpose  of  speculations,  wlicthcr  in  commodities,  or  in  over- 
trading in  exports  or  imports,  or  in  building  or  miiitngr  operations,  and 
(hat  they  have  so  ministered  not  unfrequcntly,  and  in  some  cases  to  an 
extent  ruinous  to  themselves,  and  without  ultimate  beneflc  to  the  parties  to 
whose  views  their  resources  were  made  subservient.'  liut,  'supposing  all 
the  deposits  received  by  a  banker  to  be  in  coin,  is  he  not,  just  as  much  as 
the  is5uinj{  banker,  exiwsed  to  the  importunity  of  customers,  whom  it  may 
be  impolitic  to  refjse,  for  loans  or  discounts,  or  to  be  tempted  by  a  high 
interest?  and  may  he  not  be  induced  to  encronch  so  mticn  upon  his  oe* 
posits,  as  to  leave  him,  under  not  improbable  circumstances,  unable  to 
meet  the  demands  of  his  depositors?  In  what  respect,  indeed,  would  the 
case  of  a  banker  in  a  perfectly  metallic  circulation  differ  from  that  of  a 
I.ondon  banker  of  the  present  day?  He  is  not  a  creator  of  muncy,  he 
cannot  avail  himself  of  his  privileye  as  an  issuer  in  aid  of  his  other 
business,  and  yet  there  have  been  lamentable  instances  of  London  bankers 
issuing  money  in  excess.' 

In  the  discussions,  too,  which  have  been  for  so  many  years  carried 
on  respecting  the  operations  of  the  Dank  of  England,  and  the  effects  pro- 
duced  by  those  operations  on  the  state  uf  credit,  utthougb  for  nearly  half  a 
century  there  never  has  been  a  commercial  crisis  which  the  Bank  has  not 
been  strcnvmusly  accused  either  of  producing  or  of  aggravating,  it  has 
1>ecn  almost  universally  assumed  that  the  influence  of  its  acts  was  felt  only 
through  the  amount  of  its  notes  in  circulation,  and  that  if  it  could  be  pre- 
vented from  exercising  any  discretion  as  to  that  one  feature  in  its 
position,  it  would  no  longer  have  any  power  liable  to  abuse.  This  at  least 
IS  an  error  wliicli,  nftcr  the  experience  of  ihc  year  1847,  we  may  hope  has 
been  committed  for  the  last  time.  During  that  year  the  hands  of  the 
jlank  were  absolutely  tied,  in  its  character  of  a  bank  n{  issue  ;  but 
through  its  operations  as  a  Wnk  of  deposit  it  exercised  as  great  an 
influence,  or  apparent  influence,  on  the  rate  of  interest  ajid  the  state  of 
credit,  as  at  any  former  period  ;  it  was  exposed  to  as  vehement 
accusations  of  abusing  that  influence  ;  and  a  crisis  occurred,  such  as  fev 
th-it  preceded  it  had  equalled,  and  none  perhaps  surpassed  in  intensity. 

§  S.  llcfore  quitting  thegeneral  subject  of  this  chapter,  1  will  make  the 
obvious  remark,  that  the  rate  of  interest  determines  tlie  value  and  price  of 
all  those  saleable  articles,  which  arc  desired  and  bought,  not  for  them- 
selves, but  for  the  income  which  they  are  capable  of  yielding.  The  public 
funds,  shares  in  jrsint  stock  companies,  and  all  descriptions  of  securities, 
are  at  a  high  price  in  proportion  as  the  rate  of  interest  is  low.  They  arc 
sold  at  the  price  which  wUl  give  the  market  rate  of  interest  on  the  pur- 
chase money,  with  allowance  for  all  differences  in  the  risk  incurred,  or  in 
any  circumstance  of  convenience.  Exchequer  hills,  for  example,  usually 
sell  at  a  higher  price  th.m  cotisnls,  proportionally  to  [he  interest  which 
they  yield,  because,  akbough  the  security  is  iho  same,  yet  the  former 
being  annually  paid  off  at  par,  unless  renewed  by  the  holder,  the 
purchaser  (unless  obliged  to  sell  in  a  moment  of  general  emergency) 
is  in  no  danger  of  losing  anything  by  the  resale,  except  the  premitim  he 
may  have  paid. 

•  Inquiiy  into  tin  Currtney  PrtmipUt  ch.  xiv. 


mSTRIBUTWN  OF  THE  PRECIOUS  METALS. 

5  2.  It  thus  appears  that  the  law  of  international  values,  and,  con- 
sequently, ihe  division  of  the  advantages  of  trade  among  the  nations 
which  carry  it  on,  are  the  same,  on  the  supposition  of  money,  as  they 
would  be  in  a  state  of  bnrter.     In  international,  as  in  ordinary  domestic 

also,  and  the  demand  for  it  will  diminish.  As  cloth  fell  in  price  and  liuen  rose, 
ihere  would  be  same  parlicuJnt  price  of  both  articles  at  which  the  cloth  exported 
nod  the  hnen  imported  would  exactly  pay  for  each  other.  At  this  point  prices 
wouid  remain,  because  money  would  then  cea&c  to  move  out  of  England  into 
(leimany.  What  this  point  might  be,  would  entirely  depend  upon  the  circum- 
stances  and  inclinations  of  the  purchasers  on  both  sides.  If  the  fall  of  cloth  did 
not  much  increase  the  demaml  for  il  in  Germany,  and  the  rise  of  linen  did  not 
diminish  very  rapidly  the  demand  for  it  in  EnglamJ,  much  money  must  pass  before 
the  c<TuiIibTium  is  restored ;  cloth  noukl  fiill  very  much,  and  tinen  would  rise, 
until  England,  perhaps,  had  to  pny  nearly  ns  much  for  it  as  when  she  produced  it 
for  herself.  But  iF,  on  the  contrary,  the  fall  of  cloth  caused  a  very  rapid  increase 
of  the  demand  for  it  in  Germany,  and  the  rise  of  Linep  in  Germany  reduced  very 
rapidly  the  demand  in  England  from  what  il  was  under  the  inlluence  of  tiie  first 
chc.ipness  produced  by  the  openinfr  of  the  trade  ;  the  cloth  would  very  soon  sut!ice 
to  pay  for  the  linen,  liltle  ntoncy  would  pass  between  the  two  countries,  and 
Frigland  would  derive  a  large  portion  of  the  bcnctit  of  the  trade.  We  hnve  thus 
arnved  at  precisely  the  same  conclusion,  in  supposing  the  employment  of  money, 
which  we  found  to  hold  under  Ihe  supposition  nflarler. 

*  In  what  shape  the  bcnetit  accrues  to  the  two  nalions  from  the  trade,  is  clear 
enough.  Germany,  before  the  commencement  of  the  trade,  paid  six  shillings  per 
yaid  Tor  btoadflolh  :  she  now  obtains  it  at  a  lower  price.  This,  however,  is  not 
the  whole  of  her  advantage.  As  Ihe  money-prices  of  all  her  other  commodilics 
have  risen,  the  money-incomes  of  all  her  produters  have  increased.  This  is  no 
advantage  to  them  in  buying  from  each  other,  becau.se  the  price  of  what  they  buy 
ha.1  risen  in  (he  same  ratio  with  Ihcjr  means  of  paying  for  it;  !>ut  it  js  an  advantage 
to  them  in  buying  anything  which  has  not  risen,  and.  still  more,  anything  which 
has  fallen.  They,  therefore,  benefit  as  consumers  of  cloth,  not  merely  to  the 
extent  to  which  cloth  has  fallen,  but  also  to  the  extent  to  which  other  prices  have 
risen.  Suppose  that  this  is  one-tenth.  The  same  proportion  of  their  money- 
incomes.  3S  before,  u!ll  sudice  to  supply  their  other  wants ;  and  the  remainder, 
being  increased  one-tenth  in  amount,  will  enable  tbem  to  purchase  one-tenth  more 
cloth  than  before,  even  though  cloth  had  not  fallen  :  but  il  has  (alien  ;  so  that  they 
are  doubly  gainers.  They  purchase  the  same  quantity  rtith  less  money,  and  have 
more  to  exjiend  upon  their  other  wants. 

'  In  England,  on  the  contrary,  general  money-prices  have  fallen.  Linen, 
however,  has  fallen  more  than  the  rest,  having  been  lowered  in  price  by  im- 
portation from  a  country  where  it  was  cheajjer ;  whereas  the  others  have  fallen 
only  from  the  consequent  efflux  of  money.  Notwithstanding,  therefore,  the 
general  fall  of  money- prices,  the  English  piuduccrs  will  he  exactly  as  they  were 
in  all  other  respects,  while  they  will  gain  as  purchasers  of  linen. 

*The  greater  the  eflliiit  of  money  required  to  restore  the  equilibrium,  the 
greater  will  be  the  gain  of  Germany,  both  by  the  fall  of  cloth  and  by  the  rise  of 
her  general  prices.  The  less  the  eliiox  of  money  requisite,  the  greater  will  be 
lite  gain  of  England ;  because  the  price  of  Uncu  will  continue  Tower,  and  her 
general  prices  will  not  be  reduced  so  much.  It  must  not,  howevcTi  be  imagined 
that  high  money-prices  are  a  good,  and  low  mcney-priccs  an  evil,  in  themselves. 
But  the  higher  the  general  money-prices  in  any  country,  the  greater  will  be  that 
country's  means  of  purchasing  those  commodities,  which,  being  imported  fiom 
nbronil,  aie  imlependent  of  the  causes  which  keep  prices  high  at  home.' 

In  practice,  the  cloth  and  the  linen  would  not,  as  here  supposed,  he  at  the 
same  price  in  England  and  in  Germany :  each  would  be  dearer  in  money-price 
in  the  country  which  imported  than  in  that  which  produced  it,  by  tlie  amount  a£ 


intcrcbanges,  money  is  to  commerce  only  what  oil  Is  to  machinery, 
or  railways  to  locomotion,  a  contri^'aiicc  to  diminish  friclion.  In  order 
still  further  to  test  these  coucUisiona,  let  us  proceed  to  reexamine,  on  thfl 
supposition  of  money,  a  question  whi(^h  wc  have  alre.idy  investigated  on 
the  hypothesis  of  barttr,  namely,  to  what  extent  the  benefit  of  an  improve- 
ment in  the  production  of  an  exportable  article,  is  participated  in  by  the 
countries  importing"  it. 

The  improvement  may  either  consist  in  the  cheapening  of  some  article 
*hich  was  already  a  staple  production  of  the  country,  or  in  the  establish- 
ment of  some  new  branch  of  industry,  or  of  some  process  rendering  an 
article  exportable  which  had  not  till  then  been  exported  at  all.  It  will  be 
convenient  to  begin  with  the  case  of  a  new  export,  as  being  somewhat  the 
simpler  of  the  two. 

The  first  effect  is  that  the  article  falls  in  price,  and  a  demand  arises  for 
it  abroad.  This  new  exportation  disturbs  the  balance,  turns  the  exchanges, 
money  flows  into  the  cnuntry  (which  wc  shall  suppose  to  be  England),  and 
continues  to  flow  until  prices  rise.  This  higher  range  of  prices  will  some- 
what check  the  demand  in  forci^  countries  for  the  new  article  of  export ; 
and  will  diminish  the  demand  which  existed  abroad  for  the  other  things 
which  England  was  in  tlie  habit  of  exporting.  The  exports  will  thus  be 
diminished  ;  wliile  at  the  same  time  the  English  ptiljlic,  having  more 
money,  will  have  a  greater  power  of  purchasing  foreign  commodities.  If 
they  make  use  of  this  increased  power  of  purchase,  there  will  be  an 
increase  of  imports  ;  and  by  this,  and  the  check  to  exportation,  the 
equiiibrium  of  imports  and  exports  will  be  restored.  The  result  to  foreign 
coujitries  will  be,  lliat  they  have  to  pay  dearer  than  before  for  their  other 
imports,  and  obtain  the  new  commodity  cheaper  than  before,  but  not  so 
much  cheaper  as  England  herself  does.  I  say  this,  being  well  a«*are  that 
the  article  would  be  actually  at  the  very  same  price  (cost  of  carriage 
excepted)  in  England  and  in  other  cnuntrics.  The  cheapness,  however, 
of  the  article  is  not  measured  solely  by  the  money-price,  but  by  that  price 
compared  with  the  money-incomes  of  the  consumers.  The  price  is  the 
same  to  the  English  and  to  the  foreign  consumers  ;  but  the  former  pay 
that  price  from  money-incomes  which  have  been  increased  by  the  new 
distribution  of  the  precious  metals  ;  while  the  latter  have  had  their  money 
incomes  probably  diminished  by  the  same  cause.  The  trade,  therefore, 
has  not  imparted  to  the  foreiyn  cotisumei-  the  whole,  but  only  a  portion, ol 
the  benefit  which  the  English  consumer  has  derived  from  the  improve- 
inent ;  while  Englnnd  has  also  benefited  in  the  prices  of  foreign  com* 
modities.  Thus,  tllen^  any  industrial  improvement  which  leads  to  the 
opening  of  a  new  branch  of  export  trade,  benefits  a  country  not  only  by 
v(  the  cheapness  of  the  article  in  which  the  improvement  has  taken  place, 
IT-  but  by  a  general  cheapening  of  all  imported  products. 

the  cost  of  carrlAge,  t(wcther  with  the  ordinary  profit  on  the  iTDporter*!  capital  for 
the  aveiELgc  length  of  time  whicli  elnpsed  berore  llje  commodity  c^iild  he  disposed 
of.  But  it  decs  not  follow  that  each  country  pays  the  cost  of  cflniage  of  the 
CORiTnodlty  it  imports  ;  for  the  addition  of  this  item  to  the  price  may  operate  as  a 
greater  check  to  di^maml  or  one  »iile  than  cm  the  other  ;  and  the  equation  of 
intenialional  demand,  nitd  consequent  cquihlmum  of  payments,  may  not  be 
tnaintained.  Money  would  then  flow  out  of  one  country  inlci  the  other,  until,  in 
the  manner  alreaJy  illuHlrntuil,  tlic  equilibrium  wa.i  restored  :  and,  when  ihU  wu 
ef^ted,  one  coaatry  would  be  paying  more  than  its  own  cost  of  camsgc,  and  the 
other  leas. 
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Let  us  now  change  the  hypothesis,  and  suppose. that  the  impiwementi 
instead  of  creating  a  new  export  from  England,  cheapens  an  existing  one. 
When  we  examined  this  case  on  the  supposition  of  barter,  it  appeared  Eo 
us  ih^t  the  foreign  consumers  might  either  obtain  the  same  benefit  from 
the  improvement  as  England  herself,  or  a  less  benefit,  or  even  a  greater 
benefit,  according:  to  the  degree  in  which  the  consumption  of  the  cheapened 
article  is  calculated  to  extend  itself  Jis  the  article  diminishes  in  price. 
The  same  conclusions  will  be  found  true  on  the  supposition  of  money. 

Let  the  commodity  in  which  there  is  an  improvement  be  cloth.  The 
first  elVect  of  the  improvement  is  that  its  price  falls,  and  there  Es  an 
increased  demand  for  it  in  the  foreign  market.  But  this  demand  is  of 
uncertain  amount.  Suppose  the  foreign  consumere  to  increase  their 
purchases  in  the  exact  raiio  of  the  cheapness,  or  in  other  words,  to  lay  out 
m  cloth  the  same  sum  of  money  as  before  ;  the  same  aggregate  payment  as 
l:iefore  will  be  due  from  foreign  countries  to  England  ;  the  ec|ijilibriutti  of 
exports  and  imports  will  remain  undisturbed,  and  foreigners  will  obtain 
the  full  advar.iajre  of  the  increased  cheapness  of  cloth.  IJut  if  the  forei^ 
demand  for  cloth  is  of  such  a  character  as  to  increase  in  a  greater  ratio 
than  the  cheapness,  a  larger  sum  than  formerly  will  be  due  to  England  for 
cloth,  and  when  paid  will  raise  English  prices,  the  price  of  cloth  iiiLiuded  ; 
this  rise,  however,  will  affect  only  the  foreign  purchaser,  English  incomes 
being  raised  in  a  corresponding  proportion  ;  and  the  foreign  consumer 
will  thus  derive  a  less  advantage  than  England  from  the  improvement. 
If,  on  the  contrary,  the  cheapening  of  cloth  docs  not  extend  the  foreign 
demand  for  it  in  a  proportional  degree,  a  less  sum  of  debts  than  before 
will  be  due  to  England  for  cloth,  while  there  will  be  the  usual  sum  of  debts 
due  from  England  to  foreign  countries  ;  the  balance  of  trade  will  turn 
a:<;iinst  Eng^land,  money  will  be  exported,  prices  (th.nt  of  cloth  included) 
w^dl  fall,  and  cloth  will  evenlually  be  cheapened  to  the  foreign  purchaser 
in  a  still  greater  ratio^  than  the  improvement  has  cheapened  it  to  England. 
These  are  the  very  conclusions  which  we  deduced  on  the  hypothesis  of 
barter. 

The  result  of  the  preceding  discussion  cannot  be  better  summed  up  than 
in  the  words  of  RIcardo.*  'Gold  and  silver  having  been  chosen  for  Ihe 
general  medium  of  circulation,  they  are,  by  the  competition  of  commerce, 
distributed  in  such  proportions  amongst  the  different  countries  of  the 
world,  as  to  accoinmodate  themselves  to  the  nalurfil  traffic  which  would 
take  place  if  no  such  metals  existed,  and  the  trade  between  countries  were 
purely  a  trade  of  barter.'     Of  this  principle,  so  fertile  in  consequences^ 

Rrevious  lo  which  the  theory  of  foreign  trade  was  an  unintelligible  chaos, 
Ir.  Ricardo,  though  he  did  not  pursue  it  into  ita  ramifications,  was  the 
real  originator.  No  writer  who  preceded  him  appears  to  have  had  a 
glimpse  of  it  :  and  few  are  those  who  even  since  his  time  have  had  an. 
adequate  conception  of  its  scientific  value. 

§  3.  It  is  now  necessary  lo  enquire,  in  what  manner  this  law  of  distri- 
bution of  the  precious  metals  by  means  of  the  exch.ingcs,  affects  the 
exchange  value  of  money  itself ;  and  how  it  tallies  with  the  law  by  which 
we  found  that  the  value  of  money  is  regulated  when  imported  as  n  mere 
article  of  merchandize.  For  there  is  here  a  semblance  of  contradiction, 
which  has,  I  think,  contributed  mote  than  anything  else  to  mnUe  some 
distinguished  political  economists  resist  the  evidence  of  the  preceding 

*  J'fiMi^ij  ofr^lUiciU  Economy  caul  Taxattot$t  3rd  ed.  p.  143. 
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doctrines.  Money,  ihey  jasily  thinV,  is  no  exception  to  the  general  laws 
fi(  value  ;  it  is  a  commodity  like  any  other,  and  its  average  or  natural 
Vvnlue  must  depend  on  the  cost  of  producing^,  or  ac  least  of  obtaining  it 
That  its  distribution  through  the  world,  tlierefore,  and  its  difTcrent  value 
in  ditTcrcnt  places,  should  Lie  liable  to  be  altered,  not  by  causes  afTcctins 
itself,  but  by  a  buudred  causes  unconnected  with  it ;  by  everything  whiai 
aflfects  tije  trade  in  other  commodities,  so  as  to  derange  the  equilibrium  of 
cxpiirts  and  imports ;  appears  to  these  thinkers  a  doctrine  altogether 
inadmissible. 

llut  the  supposed  anomaly  exists  only  in  semblance.  The  causes  which 
bring  money  into  or  carry  it  out  of  a  country  throujcli  the  exchanges  to 
restore  the  equilibrium  of  trade,  and  which  (hereby  raise  its  value  in  some 
couatries  and  lower  it  in  others,  are  the  very  same  ciuses  on  which  the 
local  value  of  money  would  depend,  if  it  were  never  imported  except  as  a 
merchandize,  and  never  except  directly^tfrom  the  mines.  When  the  value 
of  money  in  a  countrj*  is  pennanently  lowered  by  an  intlux  of  it  through 
the  balance  of  trade,  the  cause,  if  it  is  not  diminished  cost  of  production, 
must  be  one  of  those  causes  which  compel  a  new  adjustment,  more 
favourable  to  the  country,  of  the  equation  of  international  demand : 
namely,  either  an  increased  demand  abroad  for  her  commodities,  or  a 
diminished  demand  on  her  part  for  those  of  foreign  countries.  Now  an 
increased  foreign  demand  for  the  commodities  of  a  country,  or  a  diminished 
demand  in  the  country  for  imported  commodities,  are  the  very  causes 
which,  on  the  genera!  principles  of  trade,  enable  a  country  to  purchase  all 
imports,  and  consequcnUy  the  precious  metals,  at  a  lower  value.  There  is 
therefore  no  contradiction,  but  the  most  perfect  accordance,  in  the  results 
of  the  two  different  modes  in  which  the  precious  metals  may  be  obtained. 
When  money  flows  from  country  to  country  in  consequence  of  changes  in 
the  international  demand  for  commodities,  and  by  so  doing  alters  its  own 
local  value,  it  merely  realizes,  by  a  more  rapid  process,  the  effect  which 
would  otherwise  take  place  more  slowly,  by  an  alteration  in  the  relative 
breadth  of  the  streams  by  which  the  precious  metals  flow  into  difiercnt 
regions  of  the  earth  from  the  mining  countries.  As  therefore  we  before 
saw  Uiat  the  use  of  money  as  a  medium  of  exchange  docs  not  in  the  least 
alter  the  law  on  which  the  values  of  other  things,  either  in  the  samt 
country  or  internationally,  depend,  so  neither  does  it  alter  the  law  of  the 
value  of  the  precious  metal  itself :  and  there  is  in  the  whole  doctrine  of 
inlem.ntional  values  as  now  laid  down,  a  unity  and  harmony  which  is  a 
strong  collateral  presumption  of  truth. 

§  4.  Before  closing  this  discussion,  it  is  fitting  to  point  out  in  what 
manner  and  degree  the  preceding  conclusions  are  affected  by  the  existence 
of  international  payments  not  Originating  in  commerce,  and  for  which  no 
equivalent  in  either  money  or  commodities  is  expected  or  received  ;  such 
as  a  tribute,  or  remittances  of  rent  to  absentee  landlords  or  of  interest  10 
foreign  creditors,  or  a  government  expenditure  abroad,  such  as  England 
incurs  in  the  management  of  some  of  her  colonial  dependencies. 

To  begin  with  the  case  of  barter.  The  supposed  annual  remittances 
being  made  in  commodities,  and  being  exports  for  which  there  is  to  be 
no  rcllim,  it  is  no  longer  requisite  that  the  imports  and  exports  should  pay 
for  one  another :  on  the  contrary,  there  must  be  an  annual  excess  of 
eJtDorts  over  imports,  equal  to  the  value  of  the  remittance.  If,  before  the 
T  became  liable  to  the  annual  payment,  foreign  commerce  was  tn 
tral  state  of  equilibrium,  it  will  now  be  necessary  for  the  purpose  of 
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Cffectitig;  the  remittances,  tliat  foreign  countries  sbouldbe  induced  to  lake 
a  greater  quantily  of  exports  than  before  ;  which  can  only  be  done  by 
affenng  those  exports  on  cheaper  terms,  or  in  other  words,  by  paying 
dearer  for  foreign  commodities.  The  iniernalional  values  will  so  adjust 
themselves  that  either  by  greater  exports,  or  smaller  imports,  or  both,  the 
requisite  excess  on  the  side  of  exports  will  be  brought  about ;  and  this 
excess  will  become  the  permajient  state.  The  result  is,  that  a  «omitiy 
which  makes  regular  payments  to  foreign  countries,  besides  losiug  what  it 
pays,  loses  also  something  more,  by  the  less  advantageous  terms  on  which 
It  is  forced  to  exchange  its  productions  for  foreign  commodities. 

The  same  resultsfollowon  the  supposition  of  money.  Commerce  being 
supposed  to  be  in  a  state  of  equilibrium  when  the  obligatory  remittances 
bcgm,  the  first  remittance  is  necessarily  made  in  money.  This  lowers 
prices  in  the  remitting  rQimtT>',  nnd  raises  lliem  in  the  receiving.  The 
natural  effect  is  that  more  commodities  are  exported  than  before,  and 
fewer  imported,  and  that,  on  the  score  of  commerce  alone,  a  balance  of 
money  wUl  be  constantly  due  from  the  receiving  to  the  paying  country. 
When  the  debt  thus  annually  due  to  the  tributary  country  becomes  equal 
to  the  armuaE  tribute  or  other  regular  payment  due  from  -it,  no  further 
transmission  of  money  takes  place  ;  the  equilibrium  of  exports  and  imports 
will  no  longer  exist,  but  that  of  payments  will ;  the  exchange  will  be  at 
par,  the  two  debts  will  be  set  ott  against  one  another,  and  the  tribute  or 
remittance  will  be  virtually  paid  in  goods.  The  result  to  the  interests  of 
the  two  countries  will  be  as  already  pointed  out  :  tlic  paying  country  will 
give  a  higher  price  for  all  that  it  buys  from  the  receiving  country,  while 
the  latter,  besides  receiving  the  tribute,  obtains  the  exportable  produce  of 
the  tributary  country  at  a  lower  price. 
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INFLUENCE    OF     THE    CURKCNCY    ON    EXCHANGES    AND    ON     FOREICH 
L  TRADE. 

§  I.  In  our  inquiry  into  the  laws  of  intcmatlonaJ  trade,  we  commenced 
with  the  principles  which  determine  international  exchanges  and  inter- 
national values  on  the  hypothesis  of  barter.  We  next  showed  that  the 
introduction  of  money  as  a  medium  of  exchange,  makes  no  difference  lo 
the  laws  of  exchanges  and  of  values  between  country  and  country,  no 
more  than  between  individual  and  individual  :  since  the  precious  metals, 
tmder  the  influence  of  those  same  laws,  distribute  themselves  in  such  pro- 
portions among  the  different  countries  of  the  world,  as  to  allow  the  very 
same  exchanges  to  go  on,  and  at  the  same  values,  as  would  be  the  case 
under  a  system  of  barter.  We  lastly  considered  how  the  value  of  money 
itself  is  affected,  by  those  alterations  in  the  state  of  trade  which  arise  from 
alterations  either  in  the  demand  and  supply  of  commodities  or  in  their 
cost  of  production.  It  remains  to  consider  the  alterations  in  the  stale  of 
trade  which  originate  not  in  comniodities  but  in  money. 

Liold  and  silver  may  vary  like  other  things,  though  they  are  not  liable 
to  vary  so  much  as  other  things,  in  their  cost  of  production.  The  demand 
for  them  in  foreign  countries  may  also  vary.  It  may  increase,  by 
ftugmeuted  en^pluymeot  of  the  utetols  for  purposes  of  art  and  oiuatncut,  or 
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If,  on  the  contrary,  Knglaud  had  mt>re  money  to  receive  from  Franca 
than  to  pay,  there  would  be  bills  offered  for  a  greater  number  of  pounds 
than  were  wanted  for  remittance,  and  the  price  of  bills  would  fall  below 
par :  a  bill  for  too/,  might  be  bought  for  somewhat  less  than  looA,  and 
bills  would  be  said  to  be  at  a  discount. 

\Vhen  England  has  more  to  jpay  than  to  receive,  France  has  more  to 
receive  than  to  pay,  and  vice  -versA,  When,  therefore,  in  England,  bills 
on  France  bear  a  prempm,  then,  in  France,  bills  on  England  arc  at  a 
discount  :  and  when  bills  on  France  are  at  a  dist^ount  in  England,  bills 
on  England  are  at  a  premium  in  France.  If  they  are  at  par  in  either 
country,  they  are  so,  as  we  have  already  seen,  in  both. 

Thus  do  matters  stand  Jjetween  countries,  or  places,  which  have  the 
same  currency.  So  much  of  barbarism,  however,  still  remains  in  the 
transactions  of  the  most  civilized  nations,  that  almost  all  independent 
countries  choose  to  assert  their  nationality  by  having,  to  their  own  in- 
convenience and  that  of  their  neighbours,  a  peculiar  currency  of  their 
own.  To  our  present  purpose  this  makes  no  other  diA'ercncc,  than  that 
instead  of  speaking^  of  tY"'''' sums  of  money,  we  have  to  speak  oi  cqui-aalent 
sums.  By  equivalent  sums,  when  both  currencies  are  composed  of  the 
same  metal,  are  meant  sums  which  contain  exactly  the  same  quantity  of 
the  metal,  in  weight  and  fineness  ;  but  when,  as  in  the  case  of  France  and 
England,  the  metals  are  different,  what  is  meant  is  that  the  quantity  of 
g^old  in'  the  one  sum,  and  the  quantity  of  silver  in  the  other,  arc  of  the 
same  value  in  the  general  marl^et  of  the  world  ;  there  being  no  material 
difference  between  one  place  and  another  in  the  relative  value  of  these 
metals.  Suppose  25  francs  to  be  (as  within  a  trifling  fraction  it  is)  the 
equivalent  of  a  pound  sterling.  The  debts  and  credits  of  the  two 
countries  would  be  equal,  when  the  one  owed  as  many  times  25  francs,  as 
the  other  owed  pounds.  When  this  was  the  case,  a  bill  on  France  for 
3500  francs  would  be  worth  in  England  loo/.j  and  a  bill  on  England  for 
100/.  would  bo  worth  in  France  2500  francs.  The  exchange  is  then  said 
to  be  at  par  ;  and  25  francs  (in  reality  25  francs  and  a  trifle  more)  is 
called  the  par  of  exchange  with  France,  when  England  owed  to  France 
more  than  the  equivalent  of  what  France  owed  to  her,  a  bill  for  250a 
francs  would  be  at  a  premium,  that  is,  would  be  worth  mare  than  100/. 
When  France  owed  to  England  more  than  the  equivalent  of  what 
England  owed  to  France,  a  bill  for  2500  francs  would  be  worth  less  than 
loo/.,  or  would  be  at  a  discount. 

When  bills  on  foreign  countries  are  at  a  premium,  it  is  cuslomary  to  say 
that  the  exchanges  arc  against  the  cotmlry,  or  unfavtiurable  to  it.  In 
order  to  understand  thcw;  phrases,  wc  must  take  notice  of  what  '  the 
exchange'  in  the  language  of  merchants,  really  means.  It  means  the 
power  which  the  money  of  the  country  has  of  purchasing  the  money  of 
other  countries.  Supposing  25  francs  to  be  the  exact  par  of  exchange, 
then  when  it  requires  more  than  too/,  to  buy  a  bill  for  2500  francs,  100/. 
of  English  money  are  worth  less  than  their  real  equivalent  of  French 
mnncy  :  and  this  is  called,  an  exchange  unfavourable  to  England.  The 
only  persons  in  England,  however,  to  whom  it  is  really  unfavourable,  are 
those  who  have  money  to  p.iy  in  France;  for  they  come  into  the  bid 
market  as  buyers,  and  have  to  pay  a  premium  :  but  to  those  who  have 
money  to  receive  in  Fiance,  the  same  stale  of  things  is  favntirahle  ;  for 
lliey  come  as  sellers  and  receive  the  premium.  The  premium,  however, 
indicates  that  a  baLince  is  due  by  England,  which  must  be  eventually 
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liquidated  In  the  precious  metals  ;  and  since,  according  to  the  old  theory, 
the  benefit  of  a  trade  consisted  in  bringing  money  into  the  country,  thts 
prejudice  introctiiced  the  prnciice  of  calling  the  exchnnge  f:ivoiiniblc  when 
It  indicated  n  balance  tci  receive,  aud  unfavourable  when  it  indicated  one 
to  pay  :  and  the  phrases  in  turn  tended  to  maintain  the  prejudice. 

i>  3.  It  might  be  supposed  at  first  sight  that  when  the  exchange  is 
unfavourable,  or  in  other  words,  when  bills  are  at  a  premium,  the 
premium  must  always  anwunl  to  a  full  equivalent  for  the  cost  of 
transmitting  money:  since,  as  there  is  really  a  balance  to  pay,  and  as 
Uie  full  cost  must  therefore  be  incurred  by  some  of  those  who  have 
remittances  to  make,  their  competition  will  compel  all  to  submit  to  an 
equivalent  sacrifice.  And  such  would  certainly  be  the  ca&e,  if  it  were 
always  necessaiy  that  whatever  is  destined  to  be  paid  should  be  paid 
immediately.  The  expectation  of  great  and  immediate  foreign  payments 
sometimes  produces  a  most  startling  effect  on  the  exchanges.*  But  a 
small  excess  of  imports  above  exports,  or  any  other  small  amount  of  debt 
to  be  paid  to  foreign  countries,  does  not  usually  affect  the  exchanges  lo 
the  full  extent  of  the  cost  and  risk  of  transporting  bullion.  The  length  of 
credit  allowed,  generally  penults,  on  the  pari  of  some  of  the  debtors, 
a  postponement  of  payment,  and  in  the  meaniimc  the  balance  may  turn 
the  other  way,  and  restore  the  equality  of  debts  and  credits  without  anji 
actual  transmission  of  the  metals.  And  this  is  the  more  likely  to  happen, 
as  there  is  a  self-adjusting  power  in  the  variations  of  the  exchange  itselfc 
Bills  are  at  a  piemium  because  a  greater  money  value  has  been  importaJ 
than  exported.  Rut  the  premium  is  itself  an  extra  profit  to  those  who 
export.  Desides  the  price  they  obtain  for  their  goods,  they  draw  for  the 
amount  and  gain  the  premium.  It  is,  on  the  other  hand,  a  diminntion  of 
profit  to  those  who  import.  Besides  the  price  of  the  goods,  they  have  to 
pay  a  premium  for  remittance.  So  that  what  is  called  an  unfavourable 
exchange  is  an  encouragement  to  export,  and  a  discouragement  to  import. 
And  if  the  balance  due  is  of  small  amount,  and  is  the  consequence  of  some 
merely  casual  disturbance  in  the  ordinary  course  of  trade,  it  is  soon 
lifjuidatcd  in  commodities,  and  the  account  adjusted  by  means  of  bills, 
without  the  transmission  of  any  bullion.  Not  so,  however,  when  the 
excess  of  imports  above  exports,  which  has  made  the  exchange  unfavour- 
able, arises  from  a  permanent  cause.  In  that  case,  what  disturbed  the 
equilibrium  must  have  been  the  state  of  prices,  and  it  can  only  be  restored 
by  acting  on  prices.  It  is  impossible  thati  prices  should  be  such  as  to 
invite  to  an  excess  of  imports,  and  yet  that  the  exports  should  be  kept 
permanently  up  to  the  imports  by  the  extra  profit  on  exportation  derived 

*  On  the  news  oT  Bonaparte's  landing  from  Elba,  the  price  of  bills  advnnced  in 
one  ilay  as  much  as  ten  per  cent,  Of  course  this  premium  was  not  a  mere  equiva- 
lent for  cost  of  carriage,  since  the  freight  of  such  an  article  as  gold,  eveu  with  the 
addition  of  wu  insurance,  could  never  hnve  amounted  to  so  much.  This  great 
price  was  an  equivalcTit  nut  for  thedifTicultyof  seniTing  gold,  but  for  the  anticipated 
difficulty  of  procuring  it  to  send  ;  the  cxpcctntion  being  that  iheie  would  be  such 
immerse  reitiiHanceB  to  the  Continent  in  subsidies  and  (at  the  support  of  armies, 
ns  would  press  hard  on  the  slock  of  bullifjn  in  the  court ly  (whidi  was  then  entirely 
denuded  of  specie),  and  ihis,  too.  In  n  shorter  time  llian  woidd  allow  of  its  being 
leplcnistied.  Accordingly  the  price  of  bullion  rose  likewise,  with  the  same 
Evuldenne^,  It  is  hardly  necessary  to  say  that  this  took  place  during  the  Bank 
restriction.  In  a  convertible  stale  of  the  cunency,  no  such  thing  could  have 
occurred  nnltl  the  Bank  stopped  payment.  ' 
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from  the 


ills ;  for  if  the  exports 


pfemiuTn  on 
imports,  bills  wouM  not  be  at  a  premiutu,  and  the  extra  profit  would  not 
exist-   It  is  throtig^li  the  prices  of  commodities  that  the  correction  must  be 
adniinistered. 

DistTirbance!!,  therefore,  of  the  e[]nilibiiiim  of  imports  and  exports,  and 
consequent  dismrhances  of  the  exchangfe,  may  be  considered  as  of  two 
classes  :  the  one  casual  or  accidental,  which,  if  not  on  too  large  a  scaJc, 
correct  themsclvt's  Ihrouyh  the  premium  on  bills,  without  any  tninMnission 
of  the  precious  metals  ;  the  other  arising  froni  the  general  state  of  prices, 
which  cannot  be  turrected  without  the  subtraction  of  actunl  money  from 
the  circulation  of  one  of  the  countries,  or  an  annihilation  of  credit 
equivalent  to  it,  since  the  mere  transmission  of  balUon  (as  distinfftiished 
from  money),  not  having  any  effect  on  prices,  is  of  no  avail  to  abate  the 
cause  from  which  the  disturbance  proceeded. 

It  remains  to  observe,  that  the  exchanges  do  not  depend  on  the  balance 
of  debts  and  credits  with  each  country  .separately,  but  with  all  countries 
taken  together.  England  may  owe  a  balance  of  payments  to  I-'rance  ; 
but  it  docs  not  follow  that  the  exchange  with  France  will  be  agninst 
England,  and  that  bills  on  France  will  be  at  a  premium ;  because  a 
balance  may  be  due  to  England  from  Holland  or  Hamburg-,  and  she  may 
pay  her  debt  to  France  with  bills  on  those  places  ;  which  is  technically' 
called  arbitration  of  exchange.  There  is  some  little  additional  expense, 
partly  commission  and  parily  Jloss  of  interest,  in  settling'  debts  in  this 
circuitous  manner,  a-nd  to  the  extent  of  that  small  dit)*erence  the  uxcliungs 
with  one  country  may  varj-  apart  fami  llrat  witli  others  ;  but  in  the  main, 
the  exchanges  with  all  foreign  countries  vary  together,  according  as  the 
coimtry  has  a  balance  to  receive  or  (o  pay  on  the  general  result  of  itS' 
foreign  transuctious. 


CHAPTER  XXI. 

0?  THE  DISTRIBUTION  OF  THE  I'RECroUS  METALS  THROUGH  THS 
COMMERCIAL   WORLD. 

§  I.  Havini;  now  examined  the  mechanism  by  which  the  commercial 
transactions  between  nations  arc  actually  conducted,  we  have  next  to 
inquire  whether  this  mode  of  conducting  them  makes  any  ditfercnco  in 
the  conclusions  rcspcctinj^  international  values,  which  we  previously 
arrived  at  on  the  hypothesis  of  barter. 

The  nearest  analogy  would  lead  us  to  presume  the  negative.  We  did 
not  find  that  the  inter\'enlion  of  money  and  its  substitutes  marie  any 
difference  in  the  law  of  value  as  applied  to  adjacent  places.  Thin(;« 
which  would  have  been  equal  in  value  if  the  mode  of  exchange  had  beeu 
by  barter,  arc  worth  equal  sums  of  moncy-H  The  introduclion  of  money  is 
a  mere  addition  of  one  more  commodity,  of  which  the  value  is  regulated 
by  t^c  same  laws  as  that  of  all  other  commodities.  ^  We  shall  not  \>^] 
Burpriscd,  therefore,  if  we  find  that  international  values  also  are  deter* 
mined  by  the  same  causes  under  a  money  and  bill  system,  as  they  would 
be  under  a  system  of  Ijarter ;  and  thai  money  has  little  to  do  in  the 
matter,  except  to  furnish  a  con\xiiicnt  mode  of  comparing  values. 

All  interchange,  is,  in  substance  and  effect,  barter ;  he  who  sells  hi* 
productions  ibr  money,  and  with  that  money  buys  other  goods,  renlly  buy« 
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those  goods  with  his  own  produce.  And  so  of  n.iLions  :  (heir  trjidc  is  a 
mere  exchaiijie  of  exports  for  iinporls  ;  .iiid  whether  money  is  employed 
or  aol,  things  are  only  in  their  permanent  state  when  the  exports  and 
imports  exactly  pay  for  each  oihcr.  When  this  is  tlie  case,  equal  sums  of 
money  are  due  from  each  country  tu  the  utber,  the  debts  are  settled  by 
bills,  and  there  is  no  biilance  to  be  paid  in  the  precious  tnelals.  The 
trade  is  in  a  state  like  that  which  is  called  in  mecnattics  a  condition  of 
stable  equilibrium. 

But  the  process  by  wliich  things  are  brought  back  to  this  state  when 
ihey  happen  to  deviate  from  it,  is,  at  least  omwardlyj  not  the  same  in  a 
baiter  system  and  in  a  money  system.  Under  the  first,  the  country  which 
wants  more  imports  than  its  exports  will  pay  for,  must  olTer  its  exports  at 
a.  cheaper  rate,  as  the  sole  means  of  creating  a  demand  for  them  siiftiiient 
lo  re-establish  the  equilibrium.  When  money  is  used,  the  countr)-  seems 
to  do  a  thing  totally  different.  She  takes  the  additional  imports  at  the 
same  price  as  before,  and  as  she  exports  no  equivalent,  the  b,i!ancc  of 
payments  turns  against  her ;  the  exchange  becomes  uii favourable,  and 
tlie  diti'erence  has  to  be  paid  in  money.  This  is  in  nppearaore  a  very 
distinct  operation  from  the  former.  Let  us  see  if  it  differs  in  it!>  essence, 
or  only  in  its  mechanism. 

Let  the  country  which  has  the  balance  to  pay  be  England,  and  the 
cotmtry  which  receives  it,  France.  By  this  transmission  of  the  precious 
metals,  the  quantity  of  the  currency  is  diminished  in  England,  and 
increased  In  t' ranee.  This  I  am  at  liberty  to  assume.  As  we  shall  see 
hereafter,  it  would  be  a  very  erroneous  assumption  if  made  in  repaid  to 
aSl  payments  of  iniernational  balances.  A  balance  which  has  only  to  l« 
paid  once,  such  as  the  payment  made  for  an  extra  importation  of  corn  in 
a  season  of  dearth,  may  be  paid  from  hoards,  or  from  the  reserves  of 
bankets,  witliout  acting  on  the  circulation.  But  we  arc  now  sujiposing 
that  there  is  an  excess  of  imports  over  exports,  arising  from  the  fact  that 
the  equation  of  international  demand  is  not  yet  established  :  that  there  is 
at  the  ordinarj-  prices  a  permanent  demand  in  England  for  more  French 
goods  than  the  English  goods  required  in  France  at  ihe  ordinary  prices 
will  pay  for.  When  this  is  Uie  case,  if  a  chanKC  were  not  made  m  the 
prices,  there  would  be  a  perpetually  renewed  balance  to  be  paid  in  money. 
The  imports  retiuire  to  be  permanently  diminished  or  the  exports  to  be 
increased  :  which  can  only  be  accomplished  through  prices  :  and  hence, 
even  if  the  balances  are  at  first  paid  from  hoards,  or  by  the  exportation  uf 
bullion,  they  will  reach  tlie  circulation  at  last,  for  until  they  do,  nothing; 

n  stop  the  drain. 

When,  therefore,  the  state  of  prices  is  such  that  the  equation  of  inter- 
ational  demand  cannot  establish  itself,  the  coimtry  rcquirinjf  more 
imports  than  can  be  paid  for  by  her  exports,  it  is  a  |sign  tiiat  the 
coimtry  has  more  of  the  precious  inetals  or  their  substitutes,  in  circula- 
tion, than  can  permanently  circulate,  and  must  necessarily  jiart  with  some 
of  them  before  the  balance  can  be  restored.  Her  currency  is  accordingly 
contracted  :  prices  fall,  and  amony  the  rest,  Ihe  prices  of  exportable 
articles  ;  for  which,  accordingly,  there  arises,  in  foreign  countries,  a 
greater  demand :  while  imported  commodities  have  possibly  risen  in 
price,  from  the  influx  of  money  into  foreign  countries,  and  at  all  evcnLs 
have  not  participated  In  the  genera!  fall.  But  until  the  increased  cheap- 
ness of  English  goods  induces  foreign  countries  to  take  a  greater  pecuniary 
value,  or  until  ijie  increase  d«aniesr  <|)o5iiive  or  comparsilive)  of  forti^fii 
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gDodi  makes  EngUcd  lake  a  less  pecuniary  value,  the  exports  of  England 
■wHI  be  BO  nearer  to  p.iying  for  her  imports  ihon  befoi-e,  and  tlie  stream  of 
tlse  prerious  metals  which  had  begun  to  flow  out  of  England,  will  still  How 
on.  Tbis  efftux  will  continue,  until  the  fall  of  prices  in  England  brings 
within  reach  of  the  foieiKn  market  some  commodity  which  England  did 
not  previously  sond  thither  ;  or  until  the  reduced  price  of  the  things 
which  she  did  send,  has  forced  a  demand  abroad  for  a  sufficient  quanlitjr 
to  pay  for  the  imports,  aided,  pei-haps^  by  a  reduction  of  the  English 
demand  for  foreign  goods,  from  their  enhanced  price,  either  positive  or 
comparative. 

Now  this  is  the  very  process  which  took  place  on  onr  original  supposi- 
tion of  iMrter.  Not  only,  therefore,  does  the  trade  between  nations  tend 
to  the  same  equilibritim  between  exports  and  imports,  whether  money  is 
employed  or  not,  but  the  means  by  which  this  equilibrium  is  established 
are  essentially  the  same.  The  country  whose  exports  are  not  suflicient 
to  pay  for  her  imports,  offers  them  on  cheaper  terms,  until  she  succeeds 
in  forcing  the  necessary  demand  ;  in  other  wordSj  the  Equation  of  Inter- 
national Oemnnd,  under  a  money  system  as  well  as  imdcr  a  barter 
system,  is  the  law  of  international  trade.  Every  country  exports  and 
imports  the  very  same  things,  and  in  the  very  same  quantity,  under  the 
one  system  as  under  the  other.''*  In  a  barter  system,  the  trade  gravitates 
to  the  point  at  which  the  sum  of  tlie  imports  exactly  exchanges  for  the 
sum  of  the  exports  :  in  a  money  system,  it  gravitates  to  the  point  at 
which  the  sum  of  the  imports  and  tbe  sum  of  the  exports  exchange  for 
the  same  quantity  of  money.  And  since  things  which  are  equal  to  the 
same  thing  are  equal  to  one  another,  the  exports  and  imports  which  are 
equal  in  money  price,  would,  if  money  were  not  used,  precisely  exchange 
for  one  another.* 

*  The  subjoined  exinct  from  the  separate  Essay  previously  rererrcd  to,  will 
give  some  assiElanCe  in  faH'Ciwing  the  cctirsc  of  the  phenomena.  It  is  EitUipteri!  to 
the  imaginary  case  u»ed  Tur  illustration  ihriuchtnit  l)i.iit  Essay,  the  case  of  a  trade 
lietween  England  and  Germanji  in  clolh  and  linen. 

'We  innyf  at  (iTst,  make  whatever  supposition  wc  will  with  respect  to  the  value 
of  money.  Let  us  suppose,  ihcrcfore,  that  Ixfore  the  opening  of  the  trade,  tbe 
price  of  cloth  is  ihc  Bame  in  both  counItie.<s  namely,  six  shilliings  per  yaT<I.  Ax  lO 
y»Kk  of  cloth  were  supposed  to  CAclirtnge  in  England  for  15  yards  of  linen,  in 
Geimany  for  30,  wc  must  suppose  tliat  linen  is  sold  in  England  at  four  shiilingB 

Kr  yard,  in  Germany  at  thieu.  Cost  of  carnage  and  importer's  prolil  art  left,  as 
fore,  out  of  consideration. 

'  In  this  siftte  of  prices,  cloth,  it  is  evident,  cannot  yet  be  exported  from  England 
into  Geronany  ;,  but  linen  can  be  imported  ftom  Gennnry  into  England.  It  will 
be  fo  ;  and,  in  the  first  instance,  the  linen  will  1)e  paid  for  in  money. 

'The  elHiJX  of  inoD^y  from  England,  and  its  influx  inlo  GeTmany,  will  rnise 
money  prices  in  the  latter  countiy,  and  lower  them  in  the  former,  LUicn  will 
rise  in  Germany  above  three  shillings  pei  yard,  and  cloth  above  six  shillings. 
Linen  in  England,  being  imported  fmm  Germany,  will  (since  tost  of  carric^^  >S 
not  reckoned]  sink  to  the  Siinie  ^j'tce  as  in  that  country,  while  clolli  will  fall  belov 
BIX  shillings.  As  soon  as  the  price  of  cloth  ts  lower  in  England  than  in  (Simony, 
it  will  begin  to  be  exported,  and  the  price  of  cloth  in  Germany  will  fall  to  what  it 
is  in  EngIan<I.  Aa  long  na  the  clolh  exported  tlocs  not  suffice  to  pay  for  the  UucD 
impottcd,  money  will  continue  to  Eow  from  England  into  Germany,  and  prices 
jjencrally  \t\\\  cotilinue  lo  f3t^  in  England  and  rise  in  Germany.  Ey  the  fall, 
uovevcr,  of  cloth  in  England,  cloth  will  fall  in  Germany  also,  and  the  demand 
forii  will  Jncrciso.     liy  the  rise  of  linen  in  Germany,  linen  must  rise  in  Ebgtand 
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%  2.  It  thus  appears  that  ihe  law  of  international  values,  and,  con- 

Bcquently,  the  division  of  the  advantnges  of  trade  among-  ihe  nations 
which  carry  it  on,  are  the  same,  on  the  supposition  of  money,  as  ihejr 
would  be  in  a  state  of  barter.     In  international,  as  in  ordinary  domestic 

also,  anil  the  demand  for  it  will  diniinbh.  As  clolh  felt  in  price  and  linen  rose, 
there  would  be  sonie  particular  price  of  both  arlicles  at  which  the  cloth  exported 
and  the  iinen  imported  would  exactly  pay  for  each  other.  At  this  point  prices 
would  Tcmain,  because  money  would  than  cease  to  move  out  of  Englana  into 
Gernidny.  ^Vhi^t  this  point  might  l»c,  wouM  entirely  depend  upon  the  circum. 
stances  and  inclinations  of  the  purchaser  on  both  sides.  If  the  fall  of  cloth  did 
not  much  increase  the  demand  for  it  in  Germany,  and  ihe  ri«  of  lineti  did  not 
diminish  very  rapidly  the  demand  for  il  in  England,  much  money  must  pass  before 
the  equilibrium  is  restored;  cloth  would  fall  very  lUQcbr  and  linen  would  rise, 
until  England,  perhaps,  had  to  pay  nearly  as  much  for  it  as  when  she  produced  it 
for  herself  But  if,  on  the  contrary,  the  fall  of  cloth  caused  a  very  rapid  increase 
of  llie  demand  for  it  in  Gertnaay,  and  the  rise  of  linen  in  Germany  reduced  very 
rapidly  the  demand  in  England  from  what  it  wa^  under  the  influence  of  the  first 
cheapness  produced  by  the  opening  of  llie  trade  ;  the  clolh  wtiuld  very  ^ooii  suffice 
to  pay  for  the  linen,  little  money  would  pass  Ixtwecn  the  two  countries,  and 
Kn^^land  wouH  derive  a  large  portion  of  the  henelit  of  the  trade.  We  have  Ihua 
arrived  at  precisely  the  same  conclusion,  tn  supposing  Ibc  employment  of  money, 
which  we  found  to  hold  under  Ihe  supposition  of  barter. 

'  In  what  shape  the  licnelil  accrues  to  the  two  nations  from  the  trade,  is  clear 
enough.  Germany,  before  the  commencement  of  the  trade,  puid  six  shillings  per 
yard  for  broadcloth  :  she  now  obtains  it  at  a  lower  price.  This,  however,  is  not 
the  whole  of  her  advantage.  As  the  niooey-ptices  of  all  bcr  other  coromodities 
have  risen,  the  money-incomes  of  all  her  producers  have  increased.  This  is  no 
ndvantnge  tn  them  in  buying  from  each  other,  because  the  price  of  what  ihcy  buy 
ha^  risen  in  I  he  same  ratio  with  their  means  of  paying  for  It:  but  it  is  an  advantage 
to  them  in  buying  anything  which  has  not  ritbcn,  and,  still  more,  anything  which 
has  fallen.  They,  therefore,  benelit  as  consumers  gf  cloth,  not  merely  to  the 
extent  to  which  cloth  has  fallen,  but  also  to  the  extent  to  which  other  prices  ha,ve 
risen.  Suppose  that  this  is  one-tenth.  The  same  proportion  of  their  maney- 
incomes  as  befoic,  will  suffice  to  supply  their  other  wants;  and  the  remainder, 
being  increased  oiietentfa  in  amount,  will  enable  them  to  purchase  one-tenth  more 
cloth  than  before,  even  though  cloth  had  not  fallen  :  but  it  has  fallen  ;  so  that  they 
are  doubly  gainers.  The>'  purchase  the  same  quantity  with  less  money,  and  have 
more  to  expend  upon  their  other  wants. 

'  In  Englfind,  on  the  contrary,  general  money-prices  have  fallen.  Linen, 
however,  has  fallen  more  than  the  resi,  having  been  lowered  in  price  l»y  ira. 
porlaliun  from  a  country  where  it  was  cheaper ;  whereas  the  others  have  fallen 
only  from  the  consequent  cHiux  of  money.  Notwithstanding,  therefore,  the 
general  (all  of  money-prices,  the  English  producers  will  be  exactly  as  they  were 
in  all  other  respects,  while  they  will  g.dn  .ts  puichasers  of  linen. 

•The  greater  the  etilux  of  money  required  to  restore  the  equilibrium,  the 
greater  will  lie  the  gain  of  Germany,  both  by  the  fall  of  cloth  and  by  the  riK  of 
her  general  prices.  The  less  the  elllux  of  money  requisite,  the  greater  will  be 
the  gain  of  England ;  because  the  price  of  llneu  will  continue  lower,  and  her 
general  prices  will  not  be  r«luced  so  much.  It  must  not,  however,  be  imnncned 
thai  high  money-prices  are  a  good,  and  low  money-prices  an  evil,  in  themselves. 
Hut  the  higher  the  general  money-prices  in  any  country,  the  greater  will  be  that 
ciuintry's  means  of  purchasing  lho5fi  cpmmndilies,  which,  l»eing  imported  froiD 
abroad,  arc  independent  oE  the  causes  which  keep  prices  high  at  home' 

In  practice,  the  cloth  and  the  linen  would  not,  as  here  supposed,  be  at  the 
same  price  in  England  and  in  Germany:  each  would  be  denrer  in  money-price 
ID  the  country  which  imported  than  in  that  which  produced  it,  by  tlic  amount  of 
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intcrchaiiges,  money  is  to  commerce  only  what  oil  Is  to  machinerr, 
or  railways  to  locpmoiion,  a  coniriii-ancc  to  diminish  friction.  In  order 
still  further  to  test  these  conclusions,  let  us  proceed  to  re-eotaminc,  on  the 
supposition  of  money,  a  question  which  we  ha\-e  already  invcsripated  c^ 
the  hypothesis  of  baner,  namely,  to  what  cxlent  the  beDc6t  of  an  improve- 
ment m  the  production  of  an  exportable  article,  is  participated  in  by  the 
countries  importing  it 

The  improvement  may  either  consist  in  the  cheapening  of  some  article 
which  was  already  a  stajJe  production  of  the  country,  or  in  the  establish- 
ment of  some  new  branch  of  industry,  or  of  some  process  rendering  an 
article  exportable  which  had  not  till  then  been  exported  at  all.  It  will  be 
convenient  to  bcyin  with  the  case  of  a  new  export,  as  being  somewhat  ibc 
simpler  of  the  two. 

The  first  effect  is  that  the  article  falls  in  price,  and  a  demand  arises  for 
it  abroad.  This  new  exportation  disturbs  the  balance,  turns  the  exchanges, 
money  flows  into  the  country(which  we  shall  suppose  to  be  England], and 
contini:c3  to  flow  until  prices  rise.  This  higher  range  of  prices  will  some- 
what check  the  demand  in  foreign  countries  for  the  new  article  of  export ; 
and  will  diminish  the  demand  which  existed  abroad  for  the  other  things 
which  England  was  in  the  habit  of  exporting.  The  exports  will  thus  be 
diminished  ;  while  at  the  same  time  the  Knglish  public,  having  more 
money,  will  have  a  greater  power  of  purchasing  foreign  commodities.  If 
they  make  use  of  this  increased  power  of  purchase,  there  will  be  an 
increase  of  imports :  and  by  this,  and  the  check  to  exportalion,  the 
equilibrium  of  imports  and  exports  will  be  restored.  The  result  to  foreign 
countries  will  be,  that  they  have  to  pay  dearer  than  before  for  their  other 
imports,  and  obtain  the  new  commodity  cheaper  than  before,  but  not  so 
much  cheaper  as  England  herself  docs.  I  say  this,  being  well  aware  that 
the  article  would  be  actually  at  the  very  same  price  [cost  of  cirriage 
excepted)  in  England  and  in  other  countries.  The  cheapness,  however, 
of  the  article  is  not  measured  soIcJy  by  the  money-price,  hut  by  that  price 
compared  with  the  money-incomes  of  the  consumers.  The  price  is  the 
same  to  the  English  and  to  the  foreign  consumers  ;  but  the  former  pay 
that  price  from  money-incomes  which  have  been  increased  by  the  new 
distribution  of  the  precious  metals  ;  while  the  latter  have  had  their  money 
incomes  pnjbably  diminished  by  the  same  cause.  The  trade,  therefore, 
has  not  imparled  to  (lie  foreign  consumer  the  whole,  but  only  n  portion,  of 
the  benefit  wliich  the  EngiiMi  consumer  has  derived  from  the  improve- 
ment ;  while  England  has  also  benefited  in  the  prices  of  foreign  com- 
modities. Thus,  then,  any  industrial  improvement  which  leads  to  the 
opening  of  a.  new  branch  of  export  trade,  benefits  a  country  not  only  by 
the  cheapness  of  the  article  in  which  the  improvement  has  taken  plac<^ 
"btJt  by  a  general  cheajM-'ning  of  all  imported  products. 

the  cost  of  c&rriactr,  logcthe?  with  the  ordinary  profit  on  the  impoitcr's  capital  fiw 
the  aveiQge  length  of  time  which  elapsed  before  the  commodity  could  l>c  disposed 
of.  Cut  Lt  doea  not  follow  thai  each  ccnintry  pays  the  cost  of  carriage  of  the 
commodity  it  imports  ;  for  Ihc  addilion  of  this  item  to  the  price  mny  operate  OB  a 
prciiler  check  to  demand  on  one  side  than  on  the  other  ;  and  the  M^iiation  of 
Intem-itional  deinand,  anil  conserjuent  eqiiilihtium  of  paymcnis,  may  not  be 
maintained.  Money  wDuVi  tlicn  flow  out  of  one  country  into  ihc  other,  until,  io 
the  manoer  already  illustrated,  the  etiQilibnum  was  restored  :  and,  when  this  wa) 
editcledi  one  oonntry  wouM  )>»  paying  niDrc  than  its  own  cost  ofcarringe,  and  the 
■other  less. 
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Let  us  now  change  die  hypothesis,  and  suppose, that  the  biprovcment, 
instead  of  crealiiig-  a  new  export  from  Englandj  cheapens  an  esistitig  one. 
Wlieii  we  examined  this  case  on  the  supposition  of  Kirter,  it  appeared  to 
us  that  the  foreign  consumers  might  either  obtain  the  same  benefit  from 
the  improvement  as  Kngland  herself,  or  a  less  benefit,  or  even  a  preater 
benefit,  according  to  the  degree  in  which  the  consumption  of  the  cheapened 
article  is  calculated  to  extend  itself  as  the  article  diminishes  in  price. 
The  same  conclusions  will  he  found  ime  on  the  supposition  of  money. 

Let  llie  cominodity  in  which  lliere  is  an  improvement  be  cloth.  The 
first  effect  of  the  improvement  is  that  its  price  falls,  and  there  ts  an 
increased  demand  for  it  in  the  foreign  market.  Hut  this  demand  is  of 
uncertain  aniounL  Suppose  the  foreign  consumers  to  increase  their 
purchases  in  the  exact  ratio  of  the  cheapness,  or  in  other  words,  lo  lay  out 
in  cloth  the  same  sum  of  money  as  before  ;  the  same  aggregate  payment  as 
before  will  be  due  from  foreign  cmintries  to  England  j  the  equililirium  of 
exports  and  imports  will  remain  undisturbed,  and  foreigners  will  obtain 
the  full  advantage  of  the  increased  cheapness  of  clotli.  l^ut  if  the  foreign 
demand  for  cloth  is  of  sudi  a  character  as  to  increase  in  a  greater  ratio 
ihnn  the  cheapness,  a  larger  sum  than  formerly  will  be  due  to  England  for 
cloth,  and  when  paid  will  raise  Knglish  prices,  the  price  of  cloth  included; 
this  rise,  however,  will  affect  only  the  foreign  piirch.-iser,  English  incomes 
being  raised  in  a  corresponding  proponion  ;  and  the  foreign  consumer 
will  thus  derive  a  less  advantage  than  England  from  the  improvement. 
If,  on  the  contrary,  the  cheapening  of  cloth  does  not  extend  the  foreign 
demand  for  it  in  a  proportional  degree,  a  less  sum  of  debts  than  before 
will  be  due  to  England  for  cloth,  while  there  will  be  the  iisual  sum  of  debts 
due  from  England  to  fotieign  countries  ;  the  balance  of  trade  will  turn 
ajfainst  England,  money  wiU  be  exported,  prices  (that  of  cloth  included) 
will  fall,  and  cloth  will  eventually  be  cheapened  to  the  foreign  purchaser 
in  a  still  greater  ratio,  than  the  improvement  has  cheapened  it  to  England. 
These  are  the  very  conclusions  which  we  deduced  on  the  hypothesis  of 
barter. 

The  result  of  the  preceding  discussion  cannot  be  better  summed  up  than 
in  the  words  of  Kicardo.*  '  Gold  and  silver  having  been  chosen  for  the 
general  medium  of  circulation,  they  are,  by  the  competition  of  commerce, 
distributed  in  such  proportions  amongst  the  diiTerent  countries  of  the 
world,  as  to  accommodate  themselves  to  the  natural  traffic  which  would 
tate  place  if  no  such  metals  existed,  and  the  trade  between  countries  were 
purely  a  trade  of  barter.'  Of  this  principle,  so  fertile  in  consequences, 
previous  to  which  the  theory  of  foreign  trade  was  an  unintelligible  chaos, 
Mr.  Ricardo,  though  he  did  not  pursue  it  into  its  ramifications,  was  the 
real  originator.  No  writer  who  preceded  him  appears  lo  have  had  a, 
glimpse  of  it  :  and  few  are  those  who  even  since  his  time  have  had  an 
adequate  conception  of  its  scientific  value. 

§  3,  It  is  now  necessary  to  enquire,  in  what  roanner  this  law  of  distri- 
bution of  the  precious  metala  by  means  of  the  exchanges,  affects  the 
exchange  value  of  money  itself;  and  how  it  tallies  with  the  law  by  which 
we  found  th.it  the  value  of  money  is  rcgut.i(ed  when  imported  as  .-i  mere 
article  of  merchandize.  For  there  is  here  a  semblance  of  contradiction, 
which  h^,  I  think,  contributed  more  than  anything  cIsb  to  make  some 
distinguished  political  economists  resist  the  evidence  of  the  preceding 
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Aocawa.  Maoey,  tfaejr  josdj  tlnnk,  is  no  exccptioa  to  the  general  bm 
j)<  value ;  k  U  a  coonxiodttjr  like  aay  other,  and  its  »vcfaee  or  nttml 
vnlue  nmtt  depend  oa  the  cost  of  pcodudi^^,  or  at  feast  of  obtaxnhig^  it 
TliM  its  distribwioB  througti  the  world,  therefore,  anA  its  difiercnt  Taloe 
in  difCerest  places,  should  be  liable  to  be  altered,  not  by  causes  afTMtW 
luwl^  bm  by  a  huodred  causes  tmcoonected  with  it ;  by  e%-crYihin^  whicE 
■fiecta  the  uade  in  other  commodities,  so  as  to  derange  the  cqaihbriamfil 
exports  and  imports;  appears  to  these  thinlters  a  doctiine  akogetfafec 
inadmissible. 

But  the  supposed  anomaly  exists  only  in  semblance.  The  catises  which 
brin^'  money  into  or  carry  it  out  of  a  country  through  the  exchanges  to 
restore  the  equilibriimi  of  trade,  and  which  thereby  raise  its  value  in  some 
countries  and  lower  it  in  others,  are  the  very  same  causes  on  which  the 
local  value  of  money  would  depend,  if  it  were  De^■e^  imported  except  as  a 
merchandize,  and  never  except  directI]*from  the  mines.  When  the  value 
of  money  in  a  country  is  permanently  lowered  by  an  influx  of  it  through 
the  balance  of  trade,  the  cause,  if  it  is  not  diminished  cost  of  protluciion, 
must  be  one  of  those  causes  which  compel  a  new  adjustment,  more 
fovounible  to  the  country,  of  the  equation  of  international  demand : 
namely,  either  an  increased  demand  abroad  for  her  conunoditics,  or  a 
diminished  demand  on  her  part  for  those  of  foreign  countries.  Now  an 
increased  foreign  demand  for  the  commodities  of  a  country,  or  a  diminished 
demand  in  the  country  for  imported  commodities,  are'  the  very  causes 
which,  on  the  {(cncral  principles  of  trade,  enable  a  country  to  purchase  all 
imports,  and  consequcntiyilie  precious  metals,  at  a  lower%-aluc.  There  is 
therefore  no  contradiction,  bm  the  most  perfect  accordance,  in  the  results 
of  the  two  different  modes  in  which  the  precious  metals  may  be  obtained. 
When  money  flows  from  country  to  country  in  consequence  of  changes  in 
the  international  demand  for  commodities,  and  by  so  doing  alters  its  own 
local  value,  it  merely  realizes,  by  a  more  rapid  process,  the  effect  which 
would  otherwise  take  place  more  slowly,  b^  an  alteration  in  the  relative 
breadth  of  the  streams  by  which  the  precious  metals  flow  into  different 
regions  of  the  earth  from  the  mining  countries.  As  therefore  we  before 
■aw  that  the  use  of  money  as  a  medium  of  exdiangc  does  not  in  the  least 
niter  the  law  on  which  the  values  of  other  things,  eiilicr  in  the  same 
country  or  inlern;ninn.illy,  depend,  so  neither  does  it  alter  the  law  of  the 
value  of  the  precious  metal  itself :  and  there  is  in  the  whole  doctrine  of 
international  values  as  now  laid  down,  a  unity  and  harmony  which  is  a 
strong  collateral  presumption  of  truth. 

§  4.  Dcforc  closing  this  discussion,  it  is  fitting  to  point  out  in  what 
manner  and  degree  iheprecedin;p  conclusions  are  affected  bv  the  existence 
of  international  payments  not  originating  in  commerce,  ana  for  which  no 
ef[uivalcnt  in  cittier  money  or  commodities  is  expected  or  received  ;  such 
&s  a  tribute,  or  remittances  of  rent  to  absentee  landlords  or  of  interest  to 
foreign  creditors,  or  a  government  expenditure  abroad,  such  as  England 
incurs  in  the  mariagement  of  some  of  her  colonial  dependencies. 

To  begin  with  the  case  of  barter.  The  supposed  annual  remittances 
being  made  in  commodities,  and  being  exports  for  which  there  is  to  be 
no  rocum,  it  is  no  longer  requisite  that  the  imports  and  exports  should  pay 
for  one  another :  on  tlie  contrary,  there  must  be  an  annu.'U  excess  of 
exports  over  imports,  equal  to  the  value  of  the  remittance.  If,  before  the 
country  became  liable  to  the  annual  payment,  foreign  commerce  was  in 
natural  slate  of  equilibrium,  it  will  now  be  necessary  for  the  purpose  of 
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efTecting  tiie  remittances,  that  forei^  countries  should  be  indu(!ed  to  take 
a  greater  quantity  of  exports  than  before  ;  whidi  can  only  be  done  by 
offering  those  exports  on  cheaper  terms,  or  In  other  words,  hy  paying 
dearer  for  foreign  commodities.  The  international  values  will  so  adjust 
themselves  that  cither  by  greater  exports,  or  smaller  imports,  or  both,  the 
requisite  excess  on  the  side  of  exports  will  be  brought  ^ibout ;  and  this 
excess  will  become  the  permanent  state.  The  result  is,  that  a  tuunti^ 
which  makes  regular  payments  to  foreign  counlrie&,  besides  losing  what  it 
pays,  loses  also  something  more,  by  the  less  advantageous  terms  on  which 
It  is  forced  to  exchange  its  productions  for  foreign  comtnoditiea. 

The  same  results  follow  on  the  supposition  of  money.  Commerce  being 
supposed  to  be  in  a  state  of  equilibrium  when  the  obligatory  remittances 
begin,  the  first  remiuance  is  neces5firily  made  in  money.  This  lowers 
prices  in  the  remitting  country,  and  raises  them  in  the  receiving.  The 
natural  effect  is  that  more  commodities  are  exported  than  before,  and 
fewer  imported,  and  that,  on  the  score  of  commerce  alone,  a  balance  of 
money  will  be  constantly  due  from  the  receiving  to  the  paying  country. 
When  the  debt  thus  annually  due  to  the  tributary  country  becomes  equal 
to  the  annual  tribute  or  other  regular  jiaymenl  due  from  it,  no  further 
transmission  of  money  takes  place;  the  equilibrium  of  exports  and  imports 
will  no  longer  exist,  but  that  of  payments  will  :  the  exchange  will  be  at 
par,  the  two  debts  will  be  set  off  against  one  another,  and  the  tribute  or 
remittance  will  be  virtually  paid  in  goods.  The  result  to  the  interests  of 
the  two  countries  will  be  as  already  pointed  out  r  the  paying  country  vnll 
give  a  higher  price  for  all  that  it  buys  from  the  receiving  country,  while 
the  latter,  besides  receiving  the  tribute,  obtains  the  exportable  produce  of 
the  tributary  country  at  a  lower  price. 
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INFLUKNCE    Ofc'     THE    CURttENCV    ON    EXCHANGES    AND    ON 

TRApE. 

§  I.  In  our  inquiry  into  the  la.ws  of  international  trade,  wc  commenced 

with  the  principles  which  determine  international  exchanges  and  intcr- 
nation.'U  values  on  the  hypothesis  of  barter.  We  next  showed  that  the 
introduction  of  money  as  a  medium  of  exchange,  makes  no  difference  in 
the  laws  of  exchanges  and  of  values  between  country  and  counlrj",  no 
more  than  between  individual  and  individual :  since  the  precious  metals, 
under  the  inlluence  of  those  same  laws,  distribute  themselves  in  such  pro- 
portions among  the  different  countries  of  the  world,  as  to  allow  the  very 
same  exchanges  to  go  on,  and  at  the  same  values,  as  would  be  the  case 
under  a  system  of  barter.  We  lastly  considered  how  the  value  of  money 
itself  Is  affected,  by  those  alterations  in  the  state  of  trade  which  arise  from 
alterations  either  in  the  demand  and  supply  of  commodities  or  in  their 
cost  of  production.  It  remains  to  consider  the  alterations  in  the  state  of 
trade  which  originate  not  in  commodities  but  in  money. 

Gold  and  silver  may  var>-  like  other  things,  though  they  are  not  liable 
to  vary  so  much  as  other  things,  in  their  cost  of  production.  The  demand 
for  them  in  foreign  countries  may  also  vary.  It  may  increase,  by 
augmented  employment  of  (he  tnet<Us  fox  purposes  of  art  and  ontamcnt,  oir 
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because  the  incrtas«  of  production  and  of  transactions  tas  cieatcd  a 
greater  amount  of  business  to  be  done  by  the  circulating  medium.  It  mw 
diminish,  for  the  opposite  reasons ;  or  from  the  extension  of  the  econo- 
mizing expedients  hy  which  the  use  of  metallic  money  is  partially  dispensed 
with.  These  changes  act  upon  the  trade  between  other  countries  and  ihe 
mininfT  countries,  and  upon  the  value  of  the  precious  metals,  accotdinir  to 
the  genera!  laws  of  tttc  \-aIuc  of  imported  commodiiics  ;  which  have  been 
set  forth  in  the  previous  chapters  with  sufficient  fulness. 

What  I  propose  to  examine  in  the  present  chapter,  is,  not  those  circum- 
stances affecting  money,  which  altered  the  permanent  conditions  of  its 
value  ;  but  the  effects  produced  on  intemaiioaal  trade  by  casual  or 
temporary  variations  in  the  value  of  money,  which  have  no  connexion  with 
any  causes  affecting  its  permanent  value.  This  is  a  subject  of  importance, 
on  account  of  its  bearing  upon  the  practical  problem  which  has  excited  so 
much  discussion  for  fifty  years  past,  the  regulation  of  the  currency. 

§  3.  Let  us  suppose  in  any  country  a  circulating  medium  purely  metallic, 
and  a  sudden  casual  increase  made  to  it ;  for  example,  by  bringing  a^ain 
into  circulation  hoards  of  treasure,  which  had  been  concealed  in  a  prwtoua 
period  of  foreign  invasion  or  internal  disorder.  The  natural  effect  would 
DC,  a  rise  of  prices.  This  would  check  exports,  and  encourage  imports  ; 
the  imports  would  exceed  the  exports,  the  exchanges  would  become 
unfavourable,  and  the  newly-acquired  stock  of  money  would  diffuse  itself 
over  alt  countries  with  which  the  supposed  country  carried  on  trade,  and 
from  them,  progressively,  through  ail  parts  of  the  commercial  world.  The 
money  whictl  thus  overflowed  would  spread  itself  to  an  equal  depth  o\-er 
a!!  commercial  countries.  For  it  would  go  on  flowing  until  the  exports 
and  imports  again  balanced  one  another  :  and  this  (as  no  change  is  sup- 
posed m  the  permanent  circumstances  of  international  demand)  could 
only  be,  when  the  money  had  diffused  itself  so  equally  that  prices  had 
risen  in  the  same  ratio  in  all  countries,  so  th.it  the  alteration  of  pricfe 
would  be  for  all  practical  purposes  ineffective,  and  the  exports  and  imports, 
though  at  a  higher  money  valuation,  would  be  exactly  the  same  as  they 
were  originally.  This  diminished  value  of  money  throughout  the  world, 
would  cause  a  suspension,  or  at  least  a  dlminutian,  of  the  annual  supply 
from  the  mines  ;  since  the  metal  would  no  longer  command  a  value 
equivalent  to  its  highest  cost  of  production.  The  annual  waste  would, 
therefore,  not  be  fully  made  up,  and  the  usual  causes  of  destruction  would 
gradually  reduce  the  aggregate  quantity  of  the  precious  metals  to  its 
former  amount ;  after  which  their  production  would  recommence  on  its 
fonner  scale.  The  discovery  of  the  treasure  would  thus  produce  only 
temporary  effects  ;  namely,  a  brief  disturbance  of  iniernatinnal  trade  until 
the  treasure  had  disseminated  itself  through  the  world,  and  then  a 
temporary  depression  in  llie  value  of  the  metal,  below  that  which  cor- 
responds to  the  cost  of  producing  or  of  obtaining  it ;  which  depression 
would  gradually  be  corrected,  hy  .a  temporarily  diminished  production  in 
the  producing  countries,  and  importation  in  the  importing  countries. 

Tne  same  effects  which  would  thus  arise  from  the  discovery  of  a 
tre.isure,  accompany  the  process  by  which  bank  notes,  or  any  of  the  other 
fiubstitutcs  for  money,  take  the  place  of  the  precious  nietuls.  Suppose  that 
England  possesfied  a  currency  wholly  metallic,  of  twenty  millions  sterling, 
and  that  suddenly  hvenly  millions  of  bank  notes  wci'e  sent  into  circulation. 
If  these  were  issued  by  bankers,  they  would  be  employed  in  loans,  or  in 
'*-^ purch&st  oi  securities,  and  would  therefore  create  a  sudden  fall  in  (h« 


rale  of  interest,  which  would  probably  send  a  great  part  of  the  twenty 
millions  of  gold  out  of  the  country  as  capital,  to  seek  a  higher  rate  of 
interest  elsewhere,  before  there  had  been  time  for  any  action  on  prices. 
Eiit  we  nil]  suppose  that  the  notes  are  not  issued  by  bankers,  or  money- 
lenders of  any  kind,  but  by  manufacturers,  in  the  payment  of  wages  and 
purchase  of  materials,  or  by  the  [government  in  its  ordinary  expenses,  so 
that  the  whole  amount  would  be  rapidly  cariied  into  the  markets  for  com- 
modities. The  following  would  be  the  natural  order  of  consequences. 
All  prices  would  rise  preatly.  Exponatinn  would  almost  cease  ;  impor- 
tation would  be  prodigiously  stimulated.  A  great  balance  of  pay-ments 
would  become  due  ;  the  excliangcs  would  turn  against  England,  to  the  full 

^'^xtent  of  th(?  cost  nf  exporting  money  ;  and  tlie  surplus  coin  would  pour 
"  self  rapidly  forth,  over  the  various  countries  of  the  world,  in  the  order  of 
«ir  proximity,  geographically  and  commercially,  to  England.  TheefTlux^ 
rocld  continue  until  the  currencies  of  all  countries  had  come  lo  a  level ; 
Sy  which  1  do  not  mean,  until  money  became  of  the  same  value  every- 
where, but  until  the  differences  were  only  those  which  existed  befoic,  and 

^hich  corres]>ondcd  to  perniauent  difieicnccs  in  the  cost  of  obtaintnij  it. 
"?hen  the  rise  of  prices  had  extended  itself  in  an  equal  degree  to  ali 
Junlries,  exports  and  imports  would  everywhere  revert  to  what  they  were 
It  first,  would  balance  one  another,  and  the  exchanges  would  retimi  to 
par.  So  large  a  sum  of  money  as  twenty  millions,  even  when  spread  over 
the  whole  surface  of  the  commercial  world,  would  probably  raise  the 
general  level  in  a  perceptible  degree  ;  but  for  no  very  long  period.  No 
alteration  having  occurred  in  the  gcneml  coiidilious  under  which  the 
metals  were  procured,  either  in  tlie  world  at  large  or  in  any  part  of  it,  the 
reduced  value  would  no  longer  be  remunerating,  and  the  supply  from  the 
mines  would  cease  partially  or  wholly,  until  the  twenty  millions  were 
absorbed ;  after  which  absorption,  the  currencies  of  all  countries  would 
be,  in  quantity  and  in  value,  nearly  at  their  original  level.  1  say  nearly, 
for  in  strict  accuracy  there  would  be  a  slight  ditference.  A  somewhat 
smaller  annual  supply  of  ilie  precious  metals  would  now  be  required, 
there  being'  in  the  world  twenty  millions  less  of  metallic  money  under- 
going waste.  The  equilibriiuii  of  payments,  consequently,  between  the 
mining  countries  and  the  rest  of  the  world,  would  thenceforth  require  that 
the  mining  countries  should  cither  export  rather  more  of  something  else, 
or  import  rather  less  of  foreign  commodities  ;  wbidi  implies  a  somewhat 
lower  range  of  piic&s  than  previously  in  the  mining  countries,  and  a  some- 
what higher  in  all  others  ;  a  scantier  currency  in  the  former,  and  rather 
fuller  currencies  in  the  latter,  This  efl'ect,  which  would  be  too  trifling  to 
require  notice  except  for  the  illustration  of  a  principle,  is  the  only  per- 
manent cliangc  which  would  be  produced  on  international  trade,  or  on  thiQ 
value  or  quantity  of  the  currency  of  any  country. 

r  Effects  of  another  kind,  however,  will  have  been  produced.  Twenty 
millions  which  fonnerly  existed  in  the  unproductive  form  of  metallic 
money,  have  been  converted  into  what  is,  or  is  capable  of  becoming,  pro- 
ductive capital.  This  gain  is  at  first  made  by  England  at  the  expense  of 
other  countries,  wbo  have  taken  her  superfluity  of  this  costly  and  unpro- 
ductive article  ofT  her  hands,  giving  for  it  an  equivalent  value  in  other 
commodities.  By  degrees  the  loss  is  made  up  to  those  countries  by 
diminished  influx  from  the  mines,  and  finally  the  world  has  gained  a 
virtual  addition  of  twenty  milhons  to  its  productive  resources.  Adam 
Smitli's  illustration,  tliough  so  well  known,  deserves  for  its  extreme  aptness 


to  be  once  more  repeated.  He  compiles  the  substituilon  of  paper  in  tlie 
room  of  the  precious  melals,  to  the  construciion  of  a  highway  through  ilie 
air,  by  wliich  the  ground  now  occupied  by  roids  would  become  available 
for  ngricuUure.  As  in  that  case  a  portion  of  the  soil,  so  in  this  a  part  of 
the  accumulated  wealth  of  the  couiitrj-,  would  be  relieved  from  a  fuitctioii 
in  which  it  was  on!y  employed  in  rendering  other  soils  and  capitals  pro- 
ductive, and  would  iiself  become  applicable  to  production  ;  the  office  it 
previously  ful5iled  being  equally  well  discharged  by  a  medium  which 
costs  nothing. 

The  value  save:d  to  the  community  by  thus  dispensing  wich  metallic 
money,  is  a  clear  gain  to  those  who  provide  t^c  substitute.  They  have 
the  ii5e  of  twenty  millions  of  circulating  mediiim  which  have  cost  them 
only  the  expense  of  an  engraver's  plate.  If  they  employ  this  accession  to 
their  fortunes  as  productive  capital,  the  produce  of  the  country  is  increased 
and  the  community  benefited,  as  much  as  by  any  other  capital  of  equal 
amoum.  Whether  it  is  so  employed  or  not,  depends,  m  some  degre^ 
upon  the  mode  of  issuing  it.  If  issued  by  the  government,  and  employed 
in  paying  off  debt,  it  would  probably  become  productive  capital.  The 
government,  however,  may  prefer  employing  this  exiraoidinary  resource 
In  its  ordinary  expenses  :  may  squander  it  uselessly,  or  make  it  a  mere 
temporary  substitute  for  fixation  to  an  equivalent  .imount :  in  which  last 
case  the  amount  is  saved  by  the  taxpayers  at  large,  who  either  add  it  to 
their  capital  or  spend  it  as  income.  When  paper  currency  is  supplied, 
as  in  our  own  country,  by  bankers  and  banking  companies^  the  amount  is 
almost  wholly  turned  into  productive  capital :  for  the  issuers,  being  at  all 
times  liable  to  be  called  upon  to  refund  the  value,  are  under  the  stronfjeat 
Inducements  not  to  squander  it,  and  the  only  cases  in  which  it  is  not 
forthcoming  are  cases  of  fraud  or  mismanagenacnt.  A  banker's  profession 
being  that  of  a  money  lender,  his  issue  of  notes  is  a  simple  extension  of 
his  ordinary  occupation.  He  lends  the  amount  to  farmers,  manufacturers, 
or  dealers,  who  employ  it  in  (heir  several  businesses.  So  employed,  it 
yields,  like  any  other  capital,  wages  of  labour  and  profits  of  stock.  The 
profit  is  shared  betivcen  the  banker,  who  receives  interest,  and  a  succes- 
sion of  borrowers,  mosdy  for  short  periods,  who,  .iftcr  paying  the  interest, 
gain  a  profit  in  addition,  or  a  convenience  equivalent  to  profit.  The 
capital  Itself  in  the  long  ntn  becomes  entirely  wages,  and  when 
replaced  by  the  sale  of  the  produce,  becomes  wages  again  ;  thus  affording 
a  perpetual  fund  of  the  value  of  twenty  millions  for  the  maiuieii.ince  of 
productive  labour,  atid  increasing  the  annual  produce  of  the  country  by 
all  that  can  be  produced  throuf;h  the  means  of  a  capital  of  that  value. 
To  this  gain  must  be  added  a  further  saving  to  the  country,  of  the  .incual 
supply  of  the  precious  metals  necessary  for  repairing  the  wear  and  tear, 
and  other  waste,  of  a  metallic  currency. 

Tlie  substitution,  therefore,  of  paper  for  the  precious  metals,  should 
always  be  carried  as  far  as  is  consistent  with  safety  :  no  grcitcr  amount 
of  metallic  currency  being  retained,  than  is  necessary  to  maintain,  both  in 
fact  and  in  public  belief,  the  convertibility  of  the  paper.  A  country  with 
the  extensive  commercial  relations  of  England,  is  liable  to  be  suddenly 
called  upon  for  large  foreign  payments,  sanictmies  in  loans,  or  othei 
investments  of  capital  abroad,  sometimes  as  the  price  of  some  unusi 
importation  of  goods,  the  most  frequent  case  being  that  of  largi;  importa^ 
lions  of  food,  consequent  on  a  bad  harvest.  To  meet  such  demands  it  if 
n^cesiajy  that  there  should  be,  cither  in  circulation  or  iu  the  coOcra 
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the  banks,  coin  or  bullion  to  a  very  r.ansiderable  amonnt,  and  that  this, 
when  drawn  out  by  any  emergency,  should  be  allowed  to  return  after  the 
emergency  is  past  But  since  (iolil  wanted  {or  exportation  is  almost 
invariably  drawn  from  the  reserves  of  the  hanks,  and  is  never  Hkcly  to  be 
taken  direcily  from  the  cir<:ul;ilic)n  while  the  b:mks  remain  solvcni,  the 
only  advamage  which  can  be  oljiained  from  retaining  pariinlly  a  metallic 
currency  for  riaity  purposes,  is  that  the  banks  may  occasionally  replenish 
their  resen'es  from  it. 

§  3.  When  melallic  money  had  been  entirely  superseded  and  expelled  y^ 
from  circulation,  by  the  substiuition  of  an  equal  amount  of  bank  notes, 
any  attempt  to  keep  a  still  further  qiianltty  of^  paper  in  circulation  must, 
if  the  notes  are  convertible,  be  a  complete  failure.  The  new  issue  would 
again  set  in  motion  the  same  train  of  consequences  by  which  the  gold 
coin  had  already  been  expelled.  The  metals  would,  as  before,  be  required 
for  exporlation,  and  would  be  for  that  purpose  demanded  from  the  banks, 
to  the  full  extent  of  the  siiperfluaus  notes  ;,  which  thus  could  not  possibly 
be  reiamed  in  circulation.  If,  indeed,  the  notes  were  inconvertible,  there 
would  be  no  such  obstacle  to  ihe  increase  of  their  quantity.  An  incon- 
vertible paper  acts  in  the  same  way  as  a  convertible,  while  there  remains 
any  coin  for  it  to  supersede:  the  difference  begins  to  manifest  itself 
when  all  the  coin  is  driven  from  circulation  (except  what  may  be  retained 
for  the  convenience  nf  small  change),  and  the  issues  still  go  on  increasing. 
When  the  paper  be^inc  to  exceed  in  quantity  the  metallic  currency  which 
it  superseded,  prices  of  course  rise  ;  things  which  were  worrh  5/.  in 
metallic  money,  become  worth  6/,  in  inconvertible  paper,  or  more,  as  the 
case  may  be.  Hul  Ihis  rise  of  price  will  not,  as  in  the  cases  before 
examined,  stimulate  import,  and  discourage  export.  The  imports  and  / 
exports  are  determined  by  the  melallic  prices  of  things,  not  by  the  paperl"'- 
pnces  ;  and  it  is  only  when  the  paper  is  exchangeable  at  pleasure  for  the 
metals,  that  metal  prices  aud  metallic  prices  must  correspond. 

Let  us  suppose  that  England  is  the  country  which  has  the  depreciated 
paper.  Suppose  that  some  English  production  could  be  bought,  while 
the  currency  was  still  metallic,  for  5/.,  and  sold  in  France  for  5/.  lor.,  the 
dilTerence  covering  the  expense  and  risk,  and  afTording  a  profit  to  the 
merchant.  On  account  of  the  depreciation,  this  commodity  wilt  now  cost 
in  England  6/.,  and  cannot  be  sold  in  France  for  more  than  5/.  lOf.,  and 
yet  it  win  be  exported  as  before.  Why?  Because  the  5/.  loj.  which  the 
exporter  can  gel  for  it  in  France,  is  not  depreciated  paper,  but  gold  or 
silver  ;  and  since  in  England  bullion  has  risen,  in  the  same  proportion 
with  odier  things — if  the  merchant  brings  the  gold  or  silver  to  England, 
he  can  sell  his  ^L  los.  for  61.  l%s.y  and  obtain  as  before  lo  per  cent,  for 
profit  and  expenses. 

It  thus  appears,  iliat  a  depreciation  of  the  curreticy  does  not  affect  the 
foreign  trade  of  the  country  ;  this  is  carried  on  precisely  as  if  the  currency 
maintained  ils  value.  But  thotigh  the  trade  is  not  afiected,  the  exchanges 
are.  When  the  imports  and  exports  are  in  equilibrium,  the  exchange,  in 
a  metallic  currency,  would  he  at  par  ;  a  bill  on  France  for  the  equivalent 
of  five  sovereigns,  would  be  worth  five  sovereigns.  But  five  sovereigns, 
or  the  quantity  of  gold  contained  in  them,  having  come  to  be  worth  in 
England  6/.,  it  follows  that  a  bill  cm  France  for  5/.  will  be  worth  6/. 
"When,  therefore,  the  nal  exchange  is  at  par,  there  will  be  a  »otnitml 
exchange  against  the  country,  of  as  much  per  cent,  as  the  amount  of  the 
depreciation.    If  tlic  ctirrcacy  is  depreciated  10,  15,  or  20  ^ax  C'&-tK...,'^'cs^ 


42«        "^^^^^K"       SXCHAlfGB. 

in  whatever  way  the  real  exchsnge,  arising  from  ihe  variations  of  intet- 
nntinnal  debts  and  credits,  may  vary,  the  quoted  exchange  wil!  always 
differ  lo,  1 5,  or  20  per  cent,  from  it.  However  high  this  nominal  premium 
nwy  be,  it  has  no  tendency  10  send  gold  out  of  the  country,  for  the 
purpose  of  drawing  a  bill  against  it  and  profiting  by  the  premium  j 
because  the  gold  so  sent  mu^it  be  procured,  not  from  the  banks  and  at 
par,  iL5  in  the  case  of  a  converlible  currency,  but  in  the  matlcet,  at  an 
advance  of  price  equal  to  tlie  premium.  In  such  cases,  instead  of  saying 
that  the  exchange  is  unfavourable,  it  would  be  a  more  correct  represema* 
tion  to  say  that  the  par  has  altered,  since  there  is  now  required  a  lar^gcr 

Jjuanlity  of  Enghsh  currency  to  be  equivalent  to  the  same  quantity  of 
oreign.  Tlie  exchanges,  however,  continue  to  be  computed  according  to 
the  metallic  par.  The  quoted  exchanges,  thereforej  when  there  is  a 
depreciated  currency,  are  coinpouiided  of  two  elements  or  factors  ;  the 
real  exchange,  which  follows  the  variations  of  imemanonal  payments,  and 
the  nominal  exchange,  which  varies  with  the  depreciation  of  the  currency, 
but  which,  while  there  is  any  depreciation  at  all,  must  always  be  unfavour- 
able. Since  the  amount  of  depreciation  is  exactly  measured  by  the 
degree  iu  which  the  market  price  of  bullion  exceeds  the  mint  valuation, 
we  have  a  sure  criterion  to  determine  what  portion  of  the  quoted  ex- 
change, being  referable  to  depreciation,  may  be  struck  off  as  nominal  ; 
iHe  result  so  corrected  expressing  the  real  exchange. 

The  same  disturbance  of  the  exchanges  and  of  international  trader 
which  is  produced  by  an  increased  issue  of  converlible  bank  notes,  is  in 
like  manner  produced  by  those  extensions  of  ciedit,  ivhicb,  as  was  so 
fully  shown  in  a  preceding  chapter,  have  the  same  effect  on  prices  as  an 
increase  of  the  currency.  Whenever  circumstances  have  given  such  au 
impulse  to  the  spirit  of  speculation  as  to  occasion  a  great  increase  of 
purchases  on  credit,  money  prices  rise,  jtist  ns  much  as  they  would  have 
risen  if  each  person  who  so  buys  on  credit  had  bought  with  money.  Alt 
the  effects,  therefore,  must  be  similar.  As  a  consequi^nce  of  high  prices, 
exportaiion  Is  checked  and  importation  siimulalcd;  though  in  fact  the 
increase  of  importation  seldom  waits  for  the  rise  of  prices  which  is  the 
consequence  of  speculation,  inasmuch  as  some  of  the  great  articles  of 
import  are  usually  among  the  things  in  which  speculative  overtrading 
first  shows  itself.  There  is,  therefore,  in  such  periods,  usually  a  great 
excess  of  imports  over  exports  ;  and  when  the  time  comes  at  which  these 
must  be  paid  for,  the  exchanges  become  unfavourable,  and  gold  flows  out 
pf  the  country.  In  what  precise  manner  this  efflux  of  gold  takes  efTcct 
on  prices,  dcjjends  on  circumstances  of  which  we  shall  presently  speak 
more  fully  ;  but  that  its  ciTL-ct  is  to  make  them  recoil  downwards,  is 
cciiain  and  evident,  The  recoil,  once  begun,  generally  becomes  a  total 
rout,  and  tlie  unusual  extension  of  credit  is  rapidly  exchanged  for  an 
unusual  contraction  of  it.  Accordingly,  when  credit  has  been  imprudently 
stretched,  and  ihe  speculative  spirit  carried  to  excess,  the  turn  of  the 
exchanges,  and  consequent  pressure  on  the  banks  to  obtain  gold  for 
exportation,  are  generally  the  proximate  cause  of  the  catastrophe.  But 
these  phenomena,  though  a  conspicuous  accompaniment,  arc  no  essenltal 
part,  of  the  collapse  of  credit  called  a  commercial  crisis ;  which,  as  we 
formerly  showed,*  might  happen  to  as  great  an  extent,  and  is  quite  as 
hkely  to  happen,  in  a  countrj-,  if  any  such  (here  were,  altogether  dcstitvitfl 
of  foreign  trade. 

•  Supra,  pp.  357-8. 
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CHAPTER  XXllI  ' 

OF  THK   KATE  OF  iNTERF.ST. 

§  I.  TlIU  present  seems  the  most  proper  place  for  discussing  the  cir- 
cumstances which  detenniiie  the  rale  of  interest.  The  interest  of  loans, 
beiny:  really  a  question  of  exchange  value,  falls  naturally  into  the  present 
division  of  our  subject :  and  the  Iwo  topics  of  Currency  and  LoaJis,  thotigh 
in  themselves  distinct,  are  so  intimately  blended  in  the  phcnnmena  of 
what  is  called  the  money  market,  that  it  is  impossible  to  understand  the  one 
without  the  other,  and  in  many  minds  the  two  subjects  are  mixed  up  in 
the  most  inextricable  confusion. 

In  the  pieceding  Bonk*  we  defined  the  relation  in  which  interest  stands 
to  profit.  We  found  th.it  the  yross  profit  of  capital  mi^jhtbe  distinguished 
into  three  parts,  which  are  reapeciively  the  remuneration  for  risk,  for 
trouble,  and  for  the  capital  itself,  and  may  be  temped  insurance,  wa(fcs  of 
superintendence,  and  interest.  After  malting  compensation  for  risk,  that 
is,  af'ier  covering  the  average  losses  lo  which  capital  is  exposed  either  by 
the  general  circumstances  of  society  or  by  the  hazards  of  the  panicular 
employment,  there  remains  a  sui-plus,  which  jiarlty  goes  to  repay  the 
owner  of  ilie  capital  for  his  abstinence,  ami  partly  the  employer  of  it  for 
his  lime  and  trouble.  How  much  goes  to  the  ore  and  how  much  to  tht! 
other,  is  shown  by  the  amount  of  the  remuneration  which,  when  the  two 
iunciions  are  separated,  the  owner  of  capital  can  obtain  from  the  employer 
for  its  use.  This  is  evidently  a  (lucstion  of  demand  and  supply.  Nor 
have  demand  and  supply  any  differeiU  meaning  or  etlect  in  tliis  case  from 
what  they  have  in  alt  others,  Tiie  rate  of  interest  will  be  such  us  to 
equalize  the  demand  for  loans  with  the  supply  of  them.  It  will  he  such, 
that  exactly  as  much  as  some  people  are  desirous  to  borrow  at  that  rate, 
others  shall  be  willing  lo  lend.  If  there  is  more  offered  than  demanded, 
interest  will  fall ;  if  more  is  demanded  than  offered,  ii  wiU  rise  ;  and  in 
both  cases,  to  the  point  at  which  the  equation  of  supply  and  demand  is 
re-established. 

lloth  the  dcm.Tnd  and  snpply  of  loans  lluctu-ate  more  incessiinlly  than 
any  other  demand  or  supply  whatsoever,  Thclltictiiatiors  in  oilier  things 
"epend  on  a  limited  number  of  influencing  circumstances  ;  but  the  desire 
borrow,  and  the  willingness  to  lend,  are  more  or  less  influenced  by 
very  circumstance  whkh  affects  the  state  or  prospects  of  industry  or 
^ommerce,  either  generally  or  in  any  of  their  branches.  The  r.-itc  of 
interest,  therefore,  on  good  security,  which  alone  we  liave  here  to  consider 
(for  interest  in  which  considerations  of  risk  hear  a  part  may  swell  lo  any 
amount)  is  seldom,  in  the  great  centres  of  money  transactions,  precisely 
the  same  for  two  days  lotj^etlier  ;  as  is  shown  by  the  never-ceasing- 
variations  in  the  quoted  prices  of  the  funds  and  other  neRociable 
securities.  Nevertheless,  there  must  be,  as  in  other  cases  of  value,  some 
rate  which  (in  the  languajrc  of  Adam  Smith  and  Ricardo)  may  be  called 
the  natural  rate  ;  some  rate  about  whicli  tlie  market  rate  oscillates,  and  to 
which  it  always  tctjds  to  return.  Thisrate  partly  depends  on  the  .imonnt 
of  accumulation  goiny  un  in  the  liauds  of  persons  who  cannot  thcmseh-cs 
attend  to  the  employmem  of  their  savings,  and  partly  on  the  comparative 
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taste  existing  Iq  the  community  for  the  active  pursuits  of  industry,  or  for 
the  teisure,  ease,  and  independence  of  an  .-innu.ii.int. 

§  3.  To  exclude  casual  fluctuations,  we  will  suppose  commerce  to  be  in 
a  quiescent  condition,  no  employment  being^  imusually  prosperous,  and 
none  particularly  distressed.  In  these  circumstances,  the  more  ihrivini; 
producers  and  traders  have  their  capit.il  fully  employed,  and  many  are 
able  to  transact  business  to  a  considerably  gremer  extent  than  they  have 
capital  for.  These  arc  naturally  borrowers  ;  and  the  amount  which  they 
desire  to  borrow,  and  can  give  security  for,  constitutes  the  demand  for 
loans  on  account  of  productive  employment.  To  these  must  be  added 
the  loans  required  by  Government,  and  by  landowTiera  or  other  unpro- 
ductive consumers  who  have  good  security  to  give.  This  constitutes  the 
mass  of  loans  for  which  there  is  an  habitual  demand. 

Now  it  is  conceivable  that  there  mi^hi  exist,  in  the  hands  of  persons 
disinclined  or  disqualified  for  engaging  personally  in  business,  a  mass  of 
capital  equal  to,  and  even  exceeding,  this  demand.  In  that  case  there 
would  be  an  habitual  excess  of  competition  on  the  partof  lenders,  and  the 
rate  of  interest  would  bear  a  low  proportion  to  the  rale  of  profit.  Interest 
would  be  forced  down  to  the  point  which  would  either  tempt  borrowers  to 
take  a  greater  amount  of  loans  than  ihey  had  a  reasonable  expectation  of 
beinig  able  to  employ  in  their  business,  or  would  so  discourage  a  portion 
of  the  lenders,  as  to  make  then^  either  forbear  to  accumulate,  or  endeavour 
to  increase  their  income  by  engaging  in  business  on  their  own  account, 
and  incurring  the  risks,  if  not  tlie  labours,  of  industrial  employment. 

On  the  other  hand,  the  capital  owned  by  persons  who  prefer  lending  it 
ftt  interest,  or  whose  avocations  prevent  them  from  personally  super- 
intending its  employment,  may  be  short  of  the  habitual  demand  for  loans. 
It  may  be  in  great  part  absorbed  by  the  investments  afforded  by  the 
public  debt  and  by  mortjiages,  and  the  remainder  may  not  be  sufficient  to 
supply  the  wants  of  commerce.  If  so,  the  rate  of  interest  will  be  raised 
&o  high  as  Jn  some  way  to  re-establish  the  equilibrium.  When  there  is 
only  a  small  difference  between  interest  and  profit,  many  borrowers  may 
no  longer  be  willing  to  increase  their  responsibilities  and  involve  iheir 
credit  for  so  small  a  remuneration  ;  or  some  who  would  otherwise  have 
cngaf^ed  in  business,  may  prefer  leisure,  and  become  lenders  instead  of 
borrowers  :  or  others,  und  ;r  the  inducement  of  high  interest  and  easy  in* 
vestment  for  their  capital,  may  retire  from  business  earlier,  and  with 
smaller  fortunes,  than  they  otherwise  would  have  done.  Or,  lastly,  there 
is  another  process  by  which,  in  England  and  other  commercial  countries, 
a  large  portion  of  the  requisite  supply  of  loans  is  obtained.  Instead  of  its 
being  afforded  by  persons  not  m  business,  the  affording  it  may  itself 
became  a  business.  A  portion  of  the  capital  employed  in  trade  may  be 
supplied  by  a  class  of  professional  money  lenders.  These  money  lenders, 
however,  must  have  more  than  a  mere  interest ;  ihey  must  liave  the 
ordinary  rale  of  profit  on  their  capital,  risk  and  all  other  circumstances 
being  allowed  for.  liut  it  can  never  answer  to  anyone  wlio  borrows  for 
the  purposes  of  his  business,  to  pay  a  full  profit  for  capital  from  which  he 
^will  only  derive  a  full  profit ;  and  money-lending,  S'S  an  employment,  for 
the  regular  supply  of  tr.'idc,  cannot,  therefore,  be  carried  on  except  by 
persons  who,  in  addition  to  their  own  capital,  can  lend  their  credit,  or,  in 
Other  words,  the  capital  of  other  people  :  that  is,  bankers,  and  persons 
'  -ich  as  bill-brokers)  who  are  virtually  b-inkcrs,  since  they  receive  money 
•posh.    A  [j;uik  which  lends  its  notes,  leods  capital  which  it  borrows 
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from  the  community,  actl  for  whidi  it  pays  no  interest.    A  bank  of  defwait 
fiends  capital  which  it  collects  from  the  community  in  small   jLircels ; 

Jmctimes  without  p-iyin^  any  interest,  as  is  the  case  wilh  the  Lundon 
jpriv.itc  bankers  ;  and  if,  like  the  Scotch,  the  joint  stocky  and  mosi]of  the 
[country  banks,  it  does  pay  interest,  it  still  pays  much  leas  than  it  receives  ; 
[for  the  depositors,  who  in  any  other  way  could  mostly  obtain  for  such 
small  balances  no  interest  worih  takiiig  any  trouble  for,  arc  glad  to  receive 
^6ven  a  little.  Having-  this  subsidiary'  resource,  bankers  are  enabled  to 
[obt.ain,  by  lending  at  interest,  the  ordinary  rate  of  profit  on  their  own 
capital.  In  any  other  manner,  money-lending  could  not  be  carried  on  as  a 
regular  mode  of  business,  except  upon  temiis  on  which  none  would  consent 
to  borrow  but  persons  cither  counting  on  extraordinary  profits,  or  Jn  ' 
urgent  need  ;  unproductive  consumers  who  have  exceeded  their  means,  or 
merchants  in  fear  of  bankniptcy.  The  disposable  capital  deposited  in 
banks,  or  represented  by  bank  notes,  together  with  the  funds  belonging  to 
those  who,  either  from  necessity  or  prefcrcncCf  li-vc  upon  the  interest  of 
tlieir  property,  constitute  the  general  loan  fund  of  tke  country  ;  and  the 
amount  of  this  aggregate  fund,  when  set  against  the  habitual  demands  of 
producers  and  dealers,  and  (hose  of  the  government  and  of  unprodiicdve 
consumers,  determine  the  permanent  or  average  rate  of  interest ;  which 
must  always  be  such  as  to  adjust  these  two  amounts  to  one  anoiher.* 
Hut  while  the  whole  of  this  mass  of  lent  capital  takes  effect  upon  the 
pcrnianent  rate  of  interest,  the  Jlmiuativns  depend  almost  entirely  upon 
the  portion  which  is  in  the  hands  of  bankers  :  for  it  is  that  porlinn  almost 
exclusively,  which,  being  lent  for  short  times  only,  is  continually  in  the 
market  seeking  an  investment.  The  capital  of  those  who  live  on  the 
Interest  of  their  own  fortunes,  has  generally  sought  and  found  some  fixed 
invesmient  such  as  the  public  funds,  mortgages,  or  the  bonds  of  pubhc 
companies,  which  investment,  except  under  pecidiar  temptations  or 
necessities,  is  not  changed. 

§  3.  Fluctuations  in  the  rate  of  intero'St  arise  from  variations  eitlier  in  » 
the  demand  for  loans,  or  in  the  supply.  The  supply  is  liable  to  variation, 
though  less  so  than  the  demand.  The  willingness  to  lend  is  greater  than 
usual  at  the  commencement  of  a  period  of  speculation,  and  much  less 
than  usual  during  the  revulsion  which  follows.  In  speculative  times, 
money-lenders  as  well  as  other  people  are  inclined  to  extend  their  busi- 
ness  by  stretching  their  credit  ;  they  lend  more  than  iisu.al  (just  as  other 
classes  of  dealers  andproducers  employ  more  than  usual),  of  capital  which 
does  not  belong  to  them.  Accordingly,  these  are  tlie  timeswhcn  the  rate 
of  interest  is  low ;  though  for  this  too  {as  wc  shall  immediately  see),  there 
are  other  causes.  Dunng  the  revulsion,  on  the  contritry,  interest  always 
rises  inordinately,,  because,  while  there  is  a  most  pressing  need  on  the 

*  I  do  not  include  in  the  E*^iieral  loan  fuoil  of  ihc  country  ihe  capitals,  large  as 
Ihcy  soractiracs  arc,  wliich  are  hnbidially  empltiyeil  in  speculatively  buying  nnd 
selling  the  public  funds  and  other  securities.  It  is  true,  that  all  who  buysecurilies 
add,  for  the  time,  to  the  general  nmount  of  money  on  loan,  and  lower  pro  lmil9 
the  rate  of  interest.  Hut  as  the  persons  I  speak  of  buy  only  to  sell  ngain  at  a 
higher  price,  they  are  alternately  in  the  position  of  lenders  ^nd  of  borrowers :  their 
operations  raise  the  rate  of  jclercst  at  one  time,  exactly  as  much  tis  they  lower  it  at 
another,  Like  all  persons  who  buy  and  sell  on  speculation,  their  function  is  to 
equaliie,  not  to  raise  or  lower,  the  value  of  the  cominottiE>'.  When  they  speculate 
prudently,  they  temper  the  fluctuations  of  price ;  when  imprudently,  they  often 
a^r.-ivate  them. 


part  of  many  persons  lo  borrow,  ihere  is  a  genera!  disJncli nation  to  lend. 
This  disinctin-iiion,  when  at  its  extreme  point,  is  called  a  panic.  It  occurs 
when  a  succession  of  unexpected  failures  has  created  in  the  mercantile, 
and  aoraetimes  also  in  Uie  nan-mercantile  public,  a  ^'cncral  distrust  ia 
each  other's  solvency  ;  disposing  every  one  not  only  to  refuse  fresh  credit, 
except  on  very  onerous  Icrnis,  but  to  cnil  in,  if  possible,  all  credit  which  he 
has  already  given.  Deposits  are  withdrawn  from  banks  ;  notes  are  re- 
lumed on  the  issuers  in  exchange  for  specie  ;  bankers  raise  their  rate  of 
discount,  and  withhold  their  customary  advances ;  merchants  refuse  to 
renew  mercantile  bills.  At  such  times  the  most  calamitous  consequences 
were  formerly  experienced  from  the  nlteint>i  of  the  law  to  prevent  more 
than  a  certain  limited  rate  of  interest  from  liping  given  ortal^eiJ.  Persons 
who  could  not  borrow  at  five  per  cent.,  had  to  pay,  not  six  or  seven,  but 
ten  or  fifteen  per  cent.,  to  compensate  the  lender  for  risking  the  penalties 
of  the  law  :  or  had  to  sell  securities  or  goods  for  ready  money  at  a  still 
greater  sacrifice.  These  evils  have  been  less  felt  since  mercantile  bills 
nave  been  exempted  by  statute  from  the  operation  of  the  usury  laws. 

Except  at  such  periods,  ihe  amfjunt  of  capital  disposable  on  loan  is 
subject  to  little  other  variation  than  that  which  arises  from  the  gradual 
process  of  accumulation  ;  M-hich  process  however,  in  the  great  com- 
mercial countries,  is  SLiEticiently  rapid  to  account  for  the  almost  periodical 
recurrence  of  these  fits  of  specvilullnn  ;  since,  when  a  few  years  have 
elapsed  without  a  crisis,  and  no  new  and  tempting  cliannel  far  investment 
has  been  opened  in  the  tneantiine,  there  is  always  foiuid  to  have  occurred 
ill  those  few  years  so  large  an  increase  of  capital  seeking  investment,  as 
io  have  towered  considerably  the  rate  of  interest,  whether  indicated  by 
the  prices  of  securities  or  by  Ihe  rate  of  discount  on  bills  ;  and  this 
diminution  of  interest  tempts  tlie  possessors  to  incur  hazards  in  hopes  of 
a  more  considerable  return. 

Tlie  demand  for  loans  varies  much  more  largely  than  the  supply,  and 
embraces  longer  cycles  of  years  in  its  aberrations.  A  time  of^  war,  for 
example,  is  a  period  of  unusual  drafts  on  the  loan  markets.  The 
government,  at  such  times,  yenerally  incurs  new  loans,  and  as  these 
usually  succeed  each  other  rapidly  as  long  as  the  war  lasts,  the  general 
rate  of  interest  is  kept  higher  in  war  than  in  jjeace,  without  reference  to 
the  rate  of  profit,  and  productive  industry  is  stinted  of  its  usual  supplies. 
During  a  part  of  the  last  war,  the  Eoveminent  conld  not  borrow  under  six 
per  cent.,  and  of  course  all  other  borrowei-s  had  to  pay  at  least  as  much. 
Nor  does  the  influence  of  these  loans  alto^jether  cease  when  the  govern- 
ment ceases  to  contract  others  ;  for  those  already  contracted  continue  to 
afford  an  investit^cnt  for  a  greatly  increased  amount  of  the  disposable 
capital  of  the  country,  which,  if  the  national  debt  were  paid  off,  would  be 
added  to  the  mass  of  capital  seeking  invesimeiit,  and  (independently  of  tem- 
porary disturbance)  could  not  but,  to  some  extent,  permanently  loH^cr  the 
rate  of  interest. 

The  same  cftect  on  interest  which  is  produced  by  government  loans  for 
war  expenditure  is  produced  by  the  sudden  oi>cniiig  of  any  rcw  and 
generally  attractive  mode  of  permanent  inveslmcnL  The  only  instance 
of  the  kind  in  recent  history  on  a  scile  comparable  to  that  of  the  war 
loans,  is  the  absorption  of  capital  in  tlic  construction  of  railways.  This 
capital  must  have  been  principally  drawn  from  the  deposiu  in  banks,  or 
from  savings  which  would  have  gane  into  deposit,  and  which  were  dea- 
Jcd  to  be  uJtitnately  employed  in  buying  securities  from  persons  who 
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[V^HiM  have  employed  the  purchase  money  in  discounts  or  other  loans  at 
interest :  in  either  case,  it  w.is  a  draft  on  the  general  loan  fund.  It  is,  in 
„._— ,  evident,  that  unless  savings  were  made  expressly  to  be  employed  in 
ftailway  adventure,  the  amount  thus  employed  must  hfive  been  derived 
, either  from  the  actua!  capit.T.1  of  persons  in  business,  or  from  capital 
which  wouki  have  been  lent  to  persons  jn  business.  In  ihe  first  case,  the 
Bubtmction,  by  crippling- their  menns,  obliges  thcrn  to  be  larg-er  borrowers, 
in  the  second,  ii  leaves  less  for  them  to  borrow  ;  in  cither  case  il  equally 
I  lends  to  raise  the  rate  of  interest. 

§  4.  From  the  preccdinjj  considerations  it  would  be  seen,  even  if  it  were 
hot  otherwise  evident,  how  great  an  error  it  is  to  imagfine  that  the  rate  of  ^_ 
interest  bears  any  necessary  relation  to  the  quantity  or  value  of  the  money 
in  circulation.  An  increase  of  the  currency  has  in  itself  no  effect,  and  is 
ircnpable  of  having  any  effect,  on  the  rate  of  interest.  A  paper  currency 
issued  by  government  in  the  payment  of  its  ordinary  expenses,  in  however 
great  excess  it  may  be  issued,  affects  the  rate  of  mtcrest  in  no  manner 
whatever.  It  diminishes  indeed  the  power  of  money  to  purchase  com- 
modities, but  not  the  power  of  money  to  purchase  money.  If  a  hundred 
pounds  will  buy  a  perpetual  annuity  of  four  potinds  a  year,  a  depreciation 
which  makes  the  hundred  pounds  worth  only  half  as  much  as  before,  has 
precisely  the  same  effect  on  the  four  pounds,  and  therefore  cannot  alter 
Ihe  relation  between  the  two.  Unless,  indeed,  it  is  known  and  reckoned 
upon  that  the  depreciation  will  only  be  tempnniry  ;  for  people  certainly 
^Snight  be  wilting  to  lend  theldepretiated  currency  on  cheaper  terms  (f 
[they  expected  to  he  repaid  in  money  of  full  value. 

It  is  perfecUy  true  that  in  England,  and  in  most  other  commercial 
ZDuntries,  an  addition  to  the  currency  almost  always  seems  to  have  Ihe 
Ifcfiect  of  lowering  the  rate  of  interest ;  because  it  is  almost  always  accom- 
kpanled  by  something  which  really  has  that  tendency.     The  currency  in 
{'Common  use,  being  a  currency  provided  by  bankers,  is  all  issued  in  the 
'  vxy  of  loans,  except  such  part  as  happens  to  be  employed  in  the  purchase     ' 
pf  gold  or  silver.    The  same  operation,  therefore,  which  adds  10  the  cur- 
[ycncy,  also  adds  to  the  loans,  or  to  the  capital  seeking  investment  on  loan ; 
mopcrly,  indeed,  the  currency  is  only  increased  in  order  that  the  loans 
[inay  be  increased.     Now,  though  as  currency  these  issues  have  not  an 
^^ficct  on  interest,  as  loans  they  have.     Inasmuch  therefore  as  an  expan- 
sion or  contraction  of  paper   cuncncy,  when  that  cmrency  consists  of 
Iwnk  notes,  is  always  also  an  expansion  or  contraction  of  credit ;  thedia- 
Ihiclion  is  seldom  properly  drawn  between  the  effects  which  belong  to  it 
|Jn  the  former  and  in  the  lalter  character.     The  confusion  is  thickened  by 
the  unfnrtunale  misapplication  of  language,  which  designates  the  rate  of 
interest  by  a  phrase  [^thc  value  of  money')  which  properly  expresses  the 

Eurchasing  power  of  the  circulating  medium.  Not  only,  therefore,  are 
ank  notes  supposed  to  produce  effects  as  currency,  which  they  only  pro- 
kA  ducc  as  loans,  but  attention  is  habitually  diverted  from  effects  simdar  in 
^■Idnd  and  much  greater  in  degree,  when  produced  by  an  action  on  loana 
^BJBfhich  does  not  happen  to  be  accompanied  by  any  action  on  the  cur* 
^Urency. 

^K  For  example,  in  considering  the  effect  produced  by  the  proceedingg  of 
^Hbanks  in  encouraging  the  excesses  of  speculation,  an  immense  effect  is 
^■^nsually  attributed  to  their  issues  of  notes,  but  until  of  late  hardly  any 
attention  was  paid  to  Ihe  mana^xmcnt  of  their  deposits,  although  nothing 
is  more  certain  than  that  their  imprudent  extensions  of  qkAxX  'ciV'i  >j\-4.ua 
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more  fteqaently  b;  means  of  their  deposits  than  of  tbcir  issues.  'There 
is  DO  doubt,'  says  Mr.  Tooke,*  '  that  banks,  wbetbcr  pri\-ate  or  joint 
stock,  may,  if  ioipnidenlly  conducted,  minister  to  an  ondue  extension  oi 
credit  for  the  purpose  of  speculations,  whether  in  commodities,  or  in  over- 
trading in  exports  or  imports,  or  in  building  or  mining  operations,  and 
that  they  have  so  ministered  not  unfrequently,  and  in  some  cases  to  an 
extent  ruinous  to  themselves,  and  without  ultimate  beneAi  to  the  parties  to 
whose  news  their  resotirccs  were  made  subservient.  But,  'supposing  all 
the  deposits  received  by  a  banker  to  be  in  coin,  is  he  not,  just  as  much  as 
the  issuing  banker,  exposed  to  the  importunity  of  customers,  whom  It  may 
be  impolitic  to  refiise,  for  loans  or  discounts,  or  to  be  tempted  by  a  high 
interest?  and  may  he  not  be  induced  to  encroach  so  much  upon  his  de- 
posits, as  to  leave  him,  under  not  improbable  circumstances,  unable  to 
meet  the  demands  of  his  depositors?  In  what  respect,  indeed,  would  the 
case  of  a  banker  in  a  perfectly  metallic  circulation  diifer  from  that  of  a 
London  banker  of  the  present  day  ?  He  is  not  a  creator  of  money,  he 
cannot  avail  himself  of  his  privilege  as  an  issuer  in  aid  of  his  other 
business,  and  yet  there  have  been  Limcntable  instances  of  London  bankers 
issuing  money  in  excess.' 

In  the  discussions,  loo,  which  have  been  for  so  many  years  carried 
on  respecting  the  operations  of  the  Bank  of  England,  and  the  effects  pro- 
duced by  those  operaiians  on  the  state  of  credit,  although  for  nearly  half  a 
century  there  never  has  been  a  commercial  crisis  which  the  Bank  has  not 
been  strenuously  accused  cither  of  producing  or  of  aggravating,  it  has 
been  almost  universally  assumed  tliat  the  influence  of  its  acts  was  felt  only 
through  the  amount  uf  its  notes  in  circulation,  and  that  if  it  could  be  pre- 
vented from  exercising  any  discretion  as  to  that  one  feature  tn  its 
position,  it  would  no  longer  have  any  power  liable  to  abuse.  This  at  least 
IS  an  error  which,  after  the  experience  of  the  year  1847,  we  may  hope  has 
been  committed  for  the  last  time.  During  that  year  the  hands  of  the 
liank  were  absolutely  lied,  in  its  character  of  a  bank  of  issue ;  but 
through  its  operations  as  a  ,bank  of  deposit  it  exercised  as  great  an 
influence,  or  apparent  influence,  on  the  rate  of  interest  and  the  state  of 
credit,  as  at  any  former  period  ;  it  was  exposed  to  as  vehement 
accusations  of  abusing  that  influence  ;  and  a  crisis  occurred,  such  as  few 
that  preceded  it  had  equalled,  and  none  perhaps  surpassed  in  intensity. 

§  5.  Ticforc  quitting  the  general  subject  of  this  chapter,  1  will  make  the 
obvious  rcmai'k,  that  the  rate  of  interest  determines  the  value  and  price  of 
all  those  satcabic  articles,  which  arc  desired  and  bought,  not  for  them* 
selves,  but  for  the  incojne  which  they  are  capable  of  yielding.  The  public 
funds,  shares  in  juint  slock  companicE.,  and  all  destriplions  of  securities, 
are  at  a  high  price  in  proportion  as  the  rate  of  interest  is  low.  They  are 
sold  at  the  price  which  will  give  the  market  rate  of  interest  on  the  pur- 
chase money,  with  allowance  far  all  differences  in  the  ri^k  incurred,  or  in 
any  circumstance  of  convenience.  Exchequer  bills,  for  example,  usually 
sell  at  a  higher  price  than  consols,  proportionally  lo  the  interest  wliich 
they  yield,  hcciiise,  although  the  security  is  ihe  same,  yet  the  former 
being  annually  paid  off  at  par,  unless  renewed  by  the  holder,  the 
purchaser  (unless  obliged  to  sell  in  a.  moment  of  general  emcrsency) 
IS  in  no  danger  of  losing  anything  by  the  resale,  except  the  premium  he 
may  have  paid. 


•  jHjHiry  into  th*  CurriHcy  PrifuipU^  ch.  liv. 


The  price  of  Inntt,  mines,  and  all  other  fwed  sonrcea  of  income,  depends 
in  like  manner  on  the  rate  of  interest.  Land  usually  sells  at  a  higher 
price,  in  proportion  la  the  income  afforded  by  it,  ibait  the  public  funds, 
not  only  because  it  is  thought,  even  in  this  country,  to  be  simicwhat  more 
secure,  but  because  ideas  of  power  and  diynity  are  associated  with 
its  possession.  But  these  difierences  are  constant,  or  nearly  so  ;  and  in 
the  variations  of  price,  land  follows,  caUrU  paribus,  the  permanent 
{though  of  course  not  the  daily)  variations  of  the  rate  ofinterest  When 
interest  is  low,  land  will  naturally  be  dear;  when  interest  is  high, 
land  will  be  cheap.  The  iast  war  presented  a  striking  exception  to 
this  rule,  since  the  price  of  land  as  well  as  the  rate  of  interest  was 
then  remarkably  high-  For  this,  however,  there  ivas  a  special  cause. 
The  continuance  of  a  very  high  average  price  of  com  for  many  years  had 
raised  tlie  rent  of  land  even  more  than  in  proportion  to  the  rise  of  interest 
and  fall  of  the  selling  price  of  fixed  incoroes.  Had  it  not  been  for  this 
accident,  chiefly  dependent  on  the  seasons,  land  must  have  sustained  as 
great  a  depreciation  in  value  as  the  public  funds  ;  which  it  probably  would 
do,  were  a  war  to  break  out  hereafter ;  to  the  sij;na!  disappointment 
of  those  landlords  and  farmers  who,  gtneraUring  from  the  casual  civcum- 
stances  of  a  remarkable  period,  so  long  persuaded  themselves  tliat  a  state 
of  war  was  peculiarly  advantageous,  and  a  state  of  peace  disadvantageous, 
to  what  they  chose  to  call  the  interests  of  agriculture. 


CHAPTER  XXIV. 
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OF  THE  RCGULATIOX  OF  A  CONVERTTBLfi  PAPER  CtJRRESCY. 

§  I.  The  frequent  recurrence  during  the  last  half  century  of  the  painful 
scries  of  phenomena  called  a  comn^ercial  crisis,  has  directed  much  of  the 
nttention  both  of  economists  and  of  practical  politicians  to  the  Contriving 
of  expedients  for  averting,  or  at  the  least,  mitigating  its  evils.  And  the 
habit  which  grew  up  during  the  era  of  the  Bank  restriction,  of  ascribing 
all  alternations  of  high  and  low  price  to  the  issues  of  banks,  has  caused 
inquirers  in  general  to  fix  Ihcir  hopes  of  success  in  moderating  those 
vicissitudes,  upon  schemes  for  the  regulation  of  banli  notes.  A  scheme 
of  this  nature,  after  having  obtained  the  sanction  of  high  authorities,  so 
far  established  itself  in  the  public  mind,  as  to  be,  with  general  appro- 
bation, converted  into  a  law,  at  the  last  renewal  of  the  Chai-ter  of  the 
Bank  of  England :  and  the  regulation  is  still  in  force,  though  with  a  great 
abatement  of  its  popularity,  and  with  \K%pr£siige  impaired  by  a  temporary 
suspension,  on  the  responsibility  of  the  executive,  little  more  than  three 
years  after  its  enactment,  ll  is  proper  that  the  merits  of  this  plan  for  the 
regulation  of  a  convertible  hank  note  cunency  should  be  here  considered. 
Before  touching  upon  ihc  practical  provisions  of  Sir  Robert  Peel's  Act  of 
1844,  I  shall  briefly  state  the  nature  and  examine  tlie  grounds  of  the 
theory  on  which  it  is  founded. 

It  is  believed  by  many  that  banks  of  issue  universally,  or  the  Bank  of 
England  in  panicular,  have  a  power  of  throwing  their  notes  into  circu- 
lation, and  thereby  raising  prices,  arbitrarily;  that  this  power  is  only 
limited  by  the  degree  of  moderation  with  which  they  think  fit  to  exercise 
it ;  that  when  they  increase  their  issues  beyond  the  usual  amount,  the 
rise  of  prices,  thus  produced,  generates  a  spirit  of  speculation  in  coin- 
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moditics,  which  carries  prices  still  higher,  and  ultimately  causes  a  reaction 
and  rccuil,  amountinf^  in  extreme  cases  to  a  commercial  crisis  ;  and  that 
every  such  crisis  wliicli  has  occurred  in  this  country  witliin  mercantile 
memory,  ha3  been  either  originally  produced  by  this  cause,  or  greatly 
ftg:gravaied  by  it.  To  this  extreme  length  the  currency  theory  has  not 
been  carried  by  the  eminent  political  economists  who  have  given  to  a 
more  moderate  form  of  the  same  theory  the  sanction  of  their  names.  But 
1  have  not  overstated  the  exli-avagance  of  the  popular  version  ;  vbich  is 
a  remarkable  instance  to  what  ko^tbs  a  favuurite  theory  will  hurry,  not 
the  closet-students  whose  competency  iu  such  questions  is  often  treated 
with  so  much  contempt,  but  men  of  the  world  and  of  business,  who  pii|itc 
themselves  on  the  practical  knowledge  which  they  have  at  least  had 
ample  opportunities  of  acquiring.  Not  only  has  this  fixed  idea  of  the 
currency  as  the  prime  agent  in  uhe  fluctuations  of  price  made  thcra  shut 
their  eyes  to  the  iimltilude  of  circumstances  which,  by  inilueucing  the 
expectation  of  supply,  are  the  tnie  causes  of  almost  all  speculations  ami  of 
almost  all  fluctuations  of  price  ;  hut  in  order  to  bring  about  the  chrono- 
logical agreement  required  by  iheir  theory  between  the  variarions  of  hank 
issues  and  those  of  prices,  they  have  played  such  fantastic  tricks  with  facu 
and  dates  as  would  be  thought  incredible,  if  an  eminent  practical 
authority  had  not  taken  the  trouble  of  meeting  them,  on  the  ground  of 
mere  history,  with  an  elaborate  and  systematic  expasure.  I  refer,  as  all 
conversant  with  the  subject  must  be  aware,  to  Mr.  Tooke's  History  of 
Prices.  The  result  of  Mr.  Tooke's  investigations  was  thus  stated  by 
himself,  in  his  examination  before  the  Commons  Committee  on  the  Bank 
Charter  question  in  1S32  ;  and  the  evidences  of  it  stand  recorded  in  his 
book:  'In  point  of  fact,  nnd  historically,  as  far  as  my  researches  have 
gone,  in  every  signal  instance  of  a  rise  or  fall  of  prices,  the  rise  or  falliias 
preceded,  and  therefore  could  not  be  the  effect  of,  an  enlarg^cment  ur  con- 
traction of  the  bank  circulation.' 

The  ettravng.ince  of  the  currency  theorists,  in  attributing  almost  ever>' 
rise  or  fall  of  prices  to  an  enlargement  or  contraction  of  the  issues  of  bank 
notes,  has  raised  up,  by  reaction,  a  theory  the  extreme  opposite  of  the 
former,  of  whith,  in  scientific  discussion,  the  mo5t  prtMninent  rgprcscnta- 
tives  are  Mr.  Tooke  and  Mr.  KuUartnn.  This  couutcr-tlieoiy  denies  to 
bank  notes,  so  long  as  their  cnnvcrtibility  is  maintained,  any  power  what- 
ever of  raising  prices,  and  to  banks  any  power  of  increasing  their  circu- 
lation, except  as  a  consequence  of,  and  in  proportion  to,  an  incitsase  of 
tbe  business  to  be  done.  This  last  statement  is  supported  by  llic  unani- 
mous assurances  of  all  the  country  bankers  who  have  been  csamincd 
before  successive  Parlinmcnlary  Committees  on  the  subject.  They  all 
bear  testimony  that  (in  the  words  of  Mr.  Fnllarton*) '  the  araonnt  of  thetr 
issues  is  exclusively  regulated  by  the  extent  of  local  dealings  and 
expenditure  in  their  respective  districts,  fluctuating  with  the  fluctuations 
of  production  and  price,  and  that  they  neither  can  increase  their  issues 
beyond  the  limit-s  which  the  rniigc  of  such  dealings  and  expemlittirc 
prescribes,  without  the  certainty  of  having  their  notes  immediately 
returned  to  thcni,  nor  diminish  them,  but  at  an  almost  equal  ccnainiy 
of  the  vacancy  being  fiUcd  up  from  some  other  source.'  From  these 
premises  it  is  argued  by  Mr.  Tooke  and  Mr.  FuUarton,  that  bank  issues, 
since  they  cannot  be  increased  in  amount  unless  there  be  an  increased 
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Temand,  cannot  possibly  raise  prices  ;  cannot  encourage  speculation,  nor 
occasioa  a  commercial  crisis  ;  and  that  tEie  attempt  to  ^uai-d  against  tbat 
evil  by  an  artificial  nianagemen!  of  the  issue  of  notes,  is  of  no  effect  for 
the  intended  purpose,  and  liable  to  produce  other  consLquenccs  extremely 
calamitous. 

§  3,  As  much  of  this  doctrine  as  rests  upon  testimony,  and  not  upon 
infevEncc,  appears  to  me  incontrovertible.  I  give  complete  credence 
to  the  assertion  of  the  coiinlry  bankers,  very  dearly  and  correctly 
condensed  into  a  small  compass  in  llic  sentence  jusl  quoted  from  Mr. 
Fullarton.  1  am  convinced  that  ihey  cannot  possibly  increase  their  issue 
of  notes  in  any  other  circumstances  than  those  which  are  there  slated. 
I  believe,  also,  that  the  theory,  grountlcd  by  Mr.  Ftillarton  upon  this 
fiict,  contains  a  large  portion  of  Irulli,  and  is  far  nearer  to  being  the 
expression  of  tbe  whole  truth  than  aoy  form  whatever  of  tlie  currency 
theory. 

There  are  two  states  of  the  markets  :  one  which  may  be  tenned  the 
quiescent  st.ite,  the  other  the  expectant,  or  speculative  state.  The  first 
ia  that  in  which  there  is  nothing  tending  to  engender  in  any  considerable 
portion  of  the  mercantile  pubhc  a  desire  toc.\tcnd  their  operations.  The 
producers,  produce  and  the  dealers  purchase  only  their  usual  slocks, 
having  no  expectation  of  a  more  than  usually  rapid  vent  for  them.  Each 
person  transacts  his  ordinary  amount  of  business  and  no  more,  or  in- 
creases it  only  in  correspondence  with  the  increase  of  his  capital  or  con- 
nexions, or  with  the  gradual  growth  of  the  demand  for  his  commodity, 
occasioned  by  the  public  prosperity.  Not  meditating -any  unusu.il  ex- 
tension of  their  own  operations,  producers  and  dealers  do  not  need  more 
tlian  the  usual  accommodation  from  bankers  and  other  money  lenders ; 
and  as  it  is  only  by  extending  their  loans  that  bankers  increase  their 
issues,  none  bat  a  momifintary  augrnentation  of  issues  is  in  these  circum. 
stances  possible.  If  at  a  certain  time  of  the  year  a  portion  of  the  public 
have  larger  payments  to  make  than  at  other  times,  or  If  an  individual, 
under  some  peculiar  exigency,  requires  an  extra  advance,  they  may  apply 
for  more  bank  notes,  and  obtain  them  ;  but  the  notes  will  no  more  remain 
in  circulation,  than  the  extra  quantity  of  Hank  of  England  nates  which 
are  issued  once  in  every  three  months  in  payment  of  the  dividends.  Tlie 
person  to  whom,  after  being  borrowed,  the  notes  arc  paid  away,  has  no  Jj> 
extra  payments  to  m-jLke,  and  no  peculiar  exigency,  and  he  keeps  thcra  by  ^ 
him  unused,  or  sends  ihem  into  deposit,  or  repays  with  them  .-i  previous 
advance  made  to  him  by  some  banker :  in  any  case,  he  does  not  buy 
commodities  with  them,  since  by  the  supposition  there  is  nothing  to 
induce  hira  to  lay  in  a  larger  stock  of  cominodittes  than  before  In  this 
case,  therefore,  there  can  Ije  no  nddilion,  at  the  discretion  of  bankers, 
to  the  general  circulating  medium  :  any  increase  of  their  issues  cither 
comes  back  to  them,  or  remains  idle  in  the  hands  of  tbe  public,  and  no 
rise  takes  place  in  prices, 

But  there  is  another  state  of  the  markets  strikingly  contrasted  wJlU  the 
preceding,  and  to  this  state  it  is  not  so  obvious  that  the  theory  of  Mr. 
Tooke  and  Mr.  Fullarton  is  applicable;  namely,  when  an  impressiotl 
prevails,  whether  well  founded  or  groundless,  (hat  the  supply  of  one  or 
more  great  articles  of  commerce  is  likely  to  fall  short  of  the  ordinary  con- 
sumption. In  such  ctrcumstancc5  all  persons  connected  with  those  com- 
modities desire  to  extend  their  operations.  The  producers  or  importers 
desire  to  produce  or  import  n  larger  quantity,  spcculaiors  desire  to  by  in 


n  slock  in  order  to  profit  by  ihe  expected  rise  of  price,  and  holders  d 
the  commodity  desire  nddiiioiml  aavances  lo  enable  them  to  continue 
holding'.    All  these  classes  are  disposed  to  make  a  more  than  ordinary 
use  of  their  credit,  and  to  this  desire  it  is  not  denied  that  bankers  very 
often  unduly  admmistcr.     Effects  of  the  same  kind  may  be  produced  by 
anything  which,  exciting  mote  lliau  usual  hopes  of  profit,  gives  increased 
briskness  to  business :  for  example,  a  sudden  foreign  demand  for  com- 
modities on  a  large  scale,  or  the  expectation  of  it ;  such  as  occurred  on 
the  opening  of  Spanish  America  to  English  trade,  and  has  occurred  on 
■various  occasions  in  the  trade  with  the  United  Sates.    Such  occurrences 
produce  a  tendency  to  a  rise  of  price  in  exportable  articles,  and  generate 
speculations,  sometimes  of  a  reasonable,  and  (as  long  as  a  large  proporttoo 
of  men  in  business  prefer  excitement  to  safety)  frequently  of  an  irrational 
or  immoderate  character.     In  such  cases  there  is  a  desire  in  the  mer- 
cantile classes,  or  in  some  ponion  of  them,  to  employ  their  credit,  io  a 
more  than  usual  degree,  aj  a  power  of  purchasing.     This  is  a  state  of 
business  which,  when  puslied  to  an  extreme  length,  brings  on  the  revul- 
sion called  a  commercial  crisis  ;  and  it  is  a  knowTi  fact  that  such  periods 
of  speculation  hardly  ever  pass  off  without  having  been  attended,  during 
^  some  part  of  their  progress,  by  a  considerable  increase  of  bank  notes. 
To  this,  however,  it  is  replied  by  Mr.  Tooke  and  Mr.  FuUarlon,  that 
the  increase  of  the  circulation  always  follows  instead  of  preceding  the 
rise  of  prices,  and  is  not  its  cause,  but  its  effect.    That  in  the  first  place, 
the  speculitive  purchases  by  which  prices  are  raised,  are  not  effected  by 
bank  notes  but  by  cheques,  or  still  more  commonly  on  a  simple  book 
crodit :  and  secondly,  even  if  they  were  made  with  bank  notes  borrowed 
for  that  express  purpose  from  bankers,  the  notes,  .ifter  being  used  for 
that  purpose,  would,  d  not  wanted  for  current  transactions,  be  returned 
into  deposit  by  the  persons  receiving  them.    In  this  I  fully  concur,  and 
I  regard  it  as  proved,  both  scieiiiifically  and  historically,  that  during  the 
asccmiing  period  of  speculation,  and  is  long  as  it  is  confined  to  transac- 
tions between  dealers,  the  issues  of  bank  notes  are  seldom  materially 
increased,  nor  contribute  anything  to  the  speculative  rise  of  prices.     It 
seems  to  me,  however,  that  this  can  no  longer  be  affirmed  when  s{}ecuUl^ 
tion  has  proceeded  so  far  as  to  reach  llie  producers.     Speculative  ord<   *" 
given  by  merch.ints  lo  manufacturers  induce  them  to  extend  their  opei  _ 
tlons,  and  to  become  applicants  to  b.^nkc^s  for  increased  advances, 
which,  if  made  in  notes,  arc  nat  paid  away  to  persons  who  return  them 
into  deposit,  but  arc  piirtially  expended  in  paymg  wages,  and  pass  into 
the  various  channels  of  retail  tmue,  where  they  become  directly  eflfectivc 
in  producing  a  further  rise  of  prices.    I  cannot  but  think  that  this  employ- 
ment of  baiuc  notes  must  have  been  powerfully  operative  on  prices  at  the 
time  when  notes  of  one  and  two  pounds  value  were  permitted  by  law. 
Admitting,  however,  that  the  prohibition  of  notes  below  five  pounds  has 
now  rendered  this  jKirt  of  their  operation  compiU"atively  insignificant  by 
£re.i[tly  limiting  their  apjjlicability  to   the  payment   of  wages,  there  is 
another  form  of  their  instrumentality  which  comes  into  play  in  the  later 
stages  of  speculation,  and  which  fonns  the  principal  argument  of  the 
more  moderate  supporters  of  the  currency  theory.    Although  advances 
by  bankers  are  seldom  deniande*!  for  the  purpose  of  bujing  on  specula- 
tion, they  are  largely  demanded  by  unsuccessful  speculators  for   ihc 
purpose  of  holding  on  ;  and  the  competition  of  these  speculators  for  a 
share  of  tlic  loanablo  capital,  makes  even  those  who  have  not  speculated, 
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more  dependent  than  before  on  bankers  for  the  advances  they  require. 
Between  the  asccnditig-  period  of  speculation  and  ihe  revulsion,  there  is 
an  interval,  extending"  to  weeks  and  somciimes  months,  of  struggling 
ag  linst  a  fall.  The  tide  having  shown  signs  of  ttiming,  the  speculative 
holders  are  unwilling  to  sell  in  a  falling  market,  and  in  tlie  meantime 
they  require  fuods  lo  enable  them  1.0  fulfil  even  their  ordmnry  engage- 
ments. It  is  this  stage  that  is  ordinarily  marked  by  a  considerable 
increase  in  the  ainount  of  the  bank  note  circulation.  That  such  an 
increase  does  usually  take  place,  is  denied  by  no  one.  And  I  think  it 
must  be  admitted  that  this  increase  tends  to  prolong  the  duration  of  the 
speculations  ;  that  it  enables  tlie  speculative  prices  to  be  kept  up  for 
some  time  after  they  would  otherwise  have  collapsed  ;  and  therefore 
prolongs  and  increases  thri  drain  of  ihe  precious  meials  for  exportation, 
vthich  is  a  leading  feature  of  this  stage  m  the  progress  of  a.  commercial 
crisis  ;  the  continuance  of  which  drain  at  last  endangering  the  power  of 
the  banks  to  fulfil  their  engagement  of  paying  their  notes  on  dentand, 
I  hey  are  cqjnpcHed  lo  contract  their  credit  more  suddenly  and  severely 
than  would  have  been  neceesary  if  they  had  been  prevented  from  propping 
up  speculation  by  increased  advances,  after  the  lime  when  the  recoil  had 
become  inevitable. 

§  3.  To  prevent  this  retardation  of  the  recoil,  and  ultimate  aggravation 
of  its  severity,  is  the  object  of  the  scheme  fur  re>;ula.ting  the  currency, 
of  which  Mr.  Loyd,  Mr.  Nonnan,  and  Colonel  Torrcns,  were  tlic  first 
promdgatorsj  and  which  has,  in  a  slightly  modified  form,  been  enacted 
into  law. 

According'  to  the  schertie  in  its  original  purity,  the  issue  of  promissory 
notes  for  circulation  was  to  be  confined  to  one  bndy.  Jn  the  form 
adopted  by  Parliament,  all  existing  issuers  arc  pcrtnitted  to  retain  this 
privdege,  but  none  are  to  be  hereafter  admitted  to  it,  even  in  the  piace  of 
(hose  who  may  discontinue  their  issues  :  and,  for  all  except  the  Hank  of 
EngLind,  a;  maximum  of  issues  is  prescribeil,  on  a  scale  intentionally  low. 
To  the  Bank  of  England  no  maximum  is  fixed  for  the  aggregate  amount 
of  its  notes,  but  only  for  the  portion  which  are  issued  on  securities,  or  in 
other  words,  on  loan.  These  are  never  to  exceed  a  certain  limit,  fixed  for 
the  present  at  fourteen  millions.*  All  issues  beyond  that  amount  must 
be  in  exchange  for  bullion  ;  of  which  the  Bank  is  bound  lo  purchase,  al  a 
iriRe  below  the  mint  valuation,  any  cjuaniity  wliicli  is  offered  lo  it,  giving- 
its  notes  in  exchange.  Jn  regard,  therefore,  to  any  issue  of  notes  beyond 
the  limit  of  fourteen  miUions,  the  Bank  is  purely  passive,  having  no 
fimction  but  the  campulsorj'one  of  giving  its  notes  for  gold  at  3/.  17s.  9//., 
and  gold  for  its  notes  at  3/.  17s.  lo]f/.,  whenever  and  by  whonisoever  it  is 
cabled  upon  to  do  so. 

The  object  for  which  this  mechanism  is  intended  is,  that  the  bank  note 
cuLTencj;  may  vary  in  its  amount  at  the  exact  times,  and  in  the  exact 
degree,  in  which  a.  purely  metallic  currency  would  vary.  The  precious 
metals  being  by  universal  experience  the  comrandity  approaching  nearest 
Lo  tint  invari.ibility  in  all  the  circumstances  influencing  value,  which  fits 
a  commodity  for  being  adopted  as  a  medium  of  exchange,  it  is  an  csscn- 

•  A  conditional  increase  of  this  mffximtiin  1^  permitted,  but  only  when  by 
anangenaent  with  any  counlry  bank  the  bsne^  of  that  bank  nre  discontinued,  and 
Bank  of  Eiiglnnil  null's  su!isIiMi((.-d :  and  even  then  llie  increase  is  capriciouslv 
"  iiilcd  to  twy-lhirils  of  the  amouQt  of  the  country  notes  to  be  tlierebj  fiu^xverit;*. 
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tial  rcqutsiie  of  any  subsiiiute  for  those  iiieuls,  iliat  it  should  ronrorm, 
exactly  in  its  value  to  a  iiict.illic  cuircncy,  and  for  that  purpose  it  is  very 
plausibly  considered  necessary  that  it  should  conform  in  its  quantity 
likewise. 

How  far  this  purpose  is  realty  fulfilled  by  the  means  adopted,  wc  shall 
presently  examine.  First,  however,  lei  us  consider  whether  the  measure 
elfccts  the  practical  oljject  chieily  relied  on  in  its  defence  by  the  moro 
sober  of  its  advocates,  that  of  arresting  speculative  exttaisicins  of  credit  at 
nn  earlier  period,  with  a  less  drain  of  gold,  and  consequently  by  a  milder 
and  mnre  gradual  process.  I  ihink  it  must  he  admitted  that  to  a  certain 
degree  it  is  successful  in  this  object. 

1  am  aware  of  what  may  be  uriircd,  and  reasunably  arced,  in  opposition 
to  this  opinion.  It  will  be  said,  that  when  tlie  time  arrives  al  which  the 
hanks  are  pressed  for  increased  advances  to  enable  speculators  to  fulfil 
their  enga;^enients,  a  limitation  of  the  issue  of  nnies  will  not  prevent  the 
banks,  if  otherwise  willing,  from  making  these  advances  ;  ihat  they  have 
still  their  deposits  as  a  source  from  which  Loans  may  be  made  beyond  the 
point  which  is  consistent  with  prudence  as  bankets;  and  thai,  even  if 
they  refused  to  do  so,  the  only  effect  would  be,  that  the  deposits  them- 
selves would  be  drawn  out  lo  supply  the  wants  of  the  depositors  ;  which 
would  Ijie  just  as  much  an  addition  to  the  bank  notes  and  coin  in  the 
hands  of  the  public,  as  if  the  notes  themselves  were  increased.  This  is 
true,  and  is  a  sufficient  answer  to  those  who  think  that  the  advances  of 
banks  to  pinp  up  failing  sjiecnlations  are  objectionable  chiefly  as  an 
increase  of  tlie  currency.  But  the  mode  in  which  they  are  really  objec- 
tionable, is  as  an  extension  of  credit.  If,  histead  of  lending'  their  nutcs, 
the  hanks  allow  the  demand  of  their  cu&tomers  for  disposable  capital  to 
act  on  the  deposits,  there  is  the  same  increase  of  currency,  (for  a  short 
time  at  least,)  but  tliere  is  not  an  increase  of  loans.  The  rate  of  interest, 
thctcfore,  is  not  prevented  from  rising  at  the  first  moment  when  tlie  difH- 
cuhies  cnnsciuent  on  excess  of  sjjeculation  begin  to  be  felt.  Speculative 
holders  are  obliged  to  submit  earlier  lo  that  loss  by  resale,  which  could 
not  have  been  prevented  from  coming  on  them  at  last :  the  recoil  of  prices 
and  collapse  of  jjencral  credit  take  place  sooner. 

To  appreciate  the  c0ect  which  this  acceleration  of  the  crisis  has  ia 
raitigating  its  intensity,  let  us  advert  more  particularly  to  the  nature  an4 
effects  of  diat  leading  feature  in  the  period  just  preceding  the  collapse^ 
the  drain  of  g:old.  A  rise  nf  prices  piodutea  by  a  speculative  extension 
of  credit,  even  when  hank  notes  have  not  been  the  instrument,  is  not  tho 
less  effectual  (if  it  lasts  longf  enough)  in  turning  the  exchanj^es :  and  when 
the  exchau^'cs  have  turned  from  this  cause,  they  can  only  be  turned  b.ack, 
and  tlie  drain  of  gold  stopped,  cither  by  a  fall  of  prices  or  by  a  rise  of  the 
rate  of  Interest.  A  fall  of  prices  will  stop  it  by  removing  the  cause  which 
produced  it,  and  by  rendering  goods  a  more  adi-nntageous  remittance 
than  gold,  even  for  paying  debts  already  due.  A  rise  of  the  rate  of 
interest,  and  fall,  consequently,  of  the  prices  of  securities,  will  accomplish 
the  purpose  still  more  rapidly,  by  inducing  foreigners,  instead  of  taking 
awiiy  the  gold  which  is  due  to  them,  to  leave  it  for  investment  within  the 
country,  and  even  send  gold  into  the  country  to  take  advantage  of  the 
increased  rate  of  interest.  Of  this  last  mode  of  stopping  a  drain  of  gold, 
the  year  i8.(7  afforded  signal  examples.  But  until  one  of  these  two 
hin^s  takes  pJace— until  cither  prices  fall,  or  the  rate  of  interest  rises — 
1^  can  possibly  arrest,  or  even  tundtTaie,  xfet  t^Mn.  of  gold.    Now, 


leiilier  will  prices  fall  nor  interest  rise,  so  long  as  the  unduly  exprmded 
credit  is  upheld  by  the  continued  advances  of  bankers.  U  is  well  Ictiown 
that  when  a  drain  of  gold  has  set  in,  even  if  bank  notes  h^v&  not  increased 
in  qurintiiy,  it  is  upon  them  that  the  coniraciion  first  falls,  the  grold  wanted 
for  exportation  being  always  obtained  from  the  Bank  of  England  in 
cxchfinge  fur  its  notes.  But  under  the  system  whidi  preceded  1844,  the 
li.'ink  of  England,  being  subjected,  in  common  with  oilier  banks,  to  the 
importunities  for  fresh  advances  which  are  charicteristic  of  such  a  time, 
could,  and  often  did,  immediately  re-issue  the  notes  which  had  been 
returned  to  it  m  exchantjc  for  bullion.  It  is  :i  great  enor,  certainly,  to 
suppose  that  the  mischief  of  this  rc-issue  chicily  consisted  in  preventing  a. 
Contraction  of  the  currency.  It  was,  however,  quite  as  mischievous  as  it 
has  ever  been  supposed  to  be.  As  long  as  it  lasted,  the  efllux  of  gold 
could  not  cease,  since  neither  would  prices  fall  nor  interest  rise  while 
these  advances  continued.  Prices,  having  risen  withoiii  any  increase  of 
bank  notes,  could  well  have  fallen  without  a  diminution  of  them;  but 
having  risen  in  consequence  of  an  extension  of  credit,  they  could  not  fall 
without  a  contraciion  of  St.  As.  iang,  therefore,  as  the  Bank  of  England 
and  the  other  banks  persevered  in  this  course,  so  lonp  gold  continued  to 
flow  OLt,  until  so  little  was  left  that  the  Bank  of  Eng^latid,  being  in  dang-er 
of  suspension  of  payments,  was  cnmpcUcd  at  last  to  contract  its  discounts 
and  other  loans  so  greatly  and  suddenly  as  to  produce  a.  much  n\oro 
extreme  variation  in  the  rate  of  interest,  inflict  much  greater  I0&3  and 
distress  on  individuals,  and  destroy  a  much  greater  amount  of  the  ordinary 
credit  of  the  country,  than  any  rent  necessity  required. 

I  acknowledge  (and  the  experience  of  1847  has  proved  even  to  those 
who  overlooked  it  before)  that  the  mischief  now  described  may  be  wrought, 
and  in  large  measure,  by  the  Bank  of  England,  through  its  deposits  alone. 
It  may  continue  or  even  increase  its  discounts  and  advances,  when  it 
ouglit  to  contract  them  ;  with  the  ultimate  clTect  of  making  the  con- 
traction much  more  severe  and  sudden  than  necessary,  1  cannot  but 
think,  however,  that  lunUs  which  commit  this  en'or  with  their  deposits^ 
would  commit  it  still  more  if  they  were  at  liberty  to  make  increased  loans 
with  their  issues  as  well  as  their  deposits.  I  am  compelled  to  think  that 
the  being  restricted  from  increasing  their  issues,  is  a  real  impediment  to 
their  making  those  advances  which  arrest  the  tide  at  its  turn,  and  make 
'  it  rush  hke  a  torrent  afterwards.  If  the  restrictions  of  the  Act  of  1844 
were  no  obstacle  to  the  advances  of  harks  in  the  inreri'al  preceding  the 
crisis,  why  were  they  found  an  insuperable  obstacle  during  the  crisis  ?  an 
obstacle  which  nothing  less  would  overcome  than  a  suspension  of  the  law, 
through  the  assumption  by  government  of  a  tcni|xjrary  dictatorship  ? 
Evidently  they  are  an  obstacle  ;*  and  when  the  Act  is  blamed  for  inter- 
posing' ol^tade?  at  a  tims  when  not  obstacles  but  facilities  are  needed,  it 

•  It  would  not  be  to  the  purprsse  to  say,  by  wny  of  ol)jcction,  that  the  obstacle 
may  he  cvadeil  hy  granliog  the  increiisud  adva.ncc  in  book  credits,  to  he  rliawn 
ngaitist  by  chcijiics,  wiihoui  (he  Bid  of  bank  notes.  This  is  imltcii  possible,  as  Mr. 
Fullarton  has  remarked,  and  as  I  have  oiysclf  said  in  a  former  chapter,  IJut  this 
mibKliliile  (or  hank-noltt  ciirreacy  ccrttihily  hns  not  yet  bi-eii  orgni)i?«fI ;  and  the 
Jaw  having  clearly  manifcEted  its  intention  that,  in  the  case  supposed,  incrcaarJ 
credits  should  Dot  be  granted,  it  is  yet  a  problem  whether  the  kiw  would  not  reach 
what  might  be  n-gaidt'd  ns  an  evasion  of  its  ptohibitioni^,  or  whether  di-fercnce  (o 
the  law  would  not  produce  (as  it  has  hitherto  done)  on  the  part  of  banking  C3tiit> 
Usltiiienls,  canrGrDiily  to  its  spirit  and  parj.iose,  as  well  as  to  its  mere  letter. 
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must  in  justice  receive  credit  for  interpoaing"  them  when  they  are  an 
ackriowledji^ed  benefit  In  this  particular,  therefore,  I  think  it  cannot  be 
denied,  thac  the  new  system  is  a  real  improvement  upon  the  old. 

S  4-  lint  .illhoLigh  I  am  compelled  to  differ  thus  far  from  the  opinion  of 
Mr.  Tooke  and  of  Mr.  FuIIarton,  I  concur  with  them  in  thinking  that 
these  advantag-es,  whatever  value  may  be  put  on  them,  are  purchased  by 
still  greater  disadvantages. 

1)1  the  first  place,  a  large  extension  of  credit  by  barkers,  though  most 
hurtfitl  when,  credit  being  already  in  an  inflated  state,  it  can  only  serv-e  to 
retard  and  aggravate  the  collapse,  is  most  salutary  when  the  collapse  has 
come,  and   when    credit   instead  of  being  in   excess   is   in  distressing 
deficiency,  and  increased  advances   hy  bankers,  instead  of  being  an 
addition  to  the  ordinary  amount  of  floating'  credit,  serve  to  replace  a  mass 
□f  otlier  credit  which  has  been  suddenly  destroyed.     Anlecedtrntiy  to 
1S44,  if  the  Bank  of  England  occasionally  aggravated  the  seventy  of  a 
coinmercial  revulsion  by  rendering'  the  collapse  of  credit  more  tardy  and 
thence  moo-e  violent  than   necessary,  it  in  return  rendered  invaluable 
serv'ices  during'  the  revulsion  itself,  by  coming  forward  with  advances  to 
support  solvent  firms,  at  a  time  when  all  other  paper  and  almost  all 
mercantile  credit  had  become  comparatively  valueless.     This  service  was 
eminently  conspicuous  in  the  crisis  of  1825-6,  the  severest  probably-  ever 
experienced  ;  during  which  the  Bank  increased  what  is  called  its  circula- 
tion by  many  millions,  in  advances  to  ihoae  mercantile  firms  of  whose 
ultimate  solvency  it  felt  no  doubt ;  advances  which  if  it  had  been  obliged 
to  withhokl,  the  severity  of  the  crisis  would  have  been  even  greater  tuan 
it  was.     If  the  13ank,  it  is  justly  remarked  by  Mr.  FuIIarton,*  complies 
'with  such  applications,  '  it  must  comply  with  them  by  an  issue  of  notes, 
for  notes  constitJte  the  only  instrumentality  through  which  the  Bank  is  in 
the  practice  of  lending  its  credit     But  tJiose  notes  are  not  intended  to 
circulate^  nor  do  they  circulate.     There  is  no  more  demand  for  circulation 
than  there  was  before.     On  the  contrary,  the  rapid  decline  of  prices  whi<:h 
the  case  in  supposition  presumes,  would  necessarily  contract  the  demand 
for  circulation.    The  notes  would   either  be  returned  to  the  Bank  of 
England,  as  fast  as  they  were  issued,  in  the  shape  of  deposits,  or  would 
be  locked  up  in  the  drawers  of  the  private  London  bankers,  ordistribuled 
by  them  to  their  correspondents  m  the  coumr)-,  or  intercepted  by  other 
capitalists,  who,  during  the  fci-vour  of  the  previous  excitement,  had  con- 
tracted liabilities  which  they  might  be  imperfectly  prepared  on  the  sudden 
to  encounter.     In  such  emergencies,  every  man  connected  with  business, 
who  has  been  trading  on  other  means  than  his  own^  is  placed  on  the 
defensive,  and  his  whole  object  is  to  maT<:e  himself  as  strong  as  possible, 
an  object  which  cannot  be  more  effectually  answered  than  by  keeping  by 
him  as  large  a  reserve  as  possible  in  pnpcr  which  the  law  has  made  a 
legal  tender.    The  notes  themselves  never  find  their  way  into  tlic  produce 
markets ;  and  if  they  at  all  contribute  to  retard'  (or,  as  I  should  rather 
say,  to  moderate)  *  the  fall  of  pricas,  it  is  not  by  promoting  in  the  slightest 
degree  the  efleclive  demand  for  commodities,  not  by  enabling  consumers 
to  buy  more  largely  for  consumption,  and  so  giving  briskness  to  commerce, 
but  by  a  process  pi*cciscly  the  reverse,  hy  enabling  the  holders  of  com- 
modities to  hold  on,  by  obstructing  traffic  and  refjcessing  consumption.* 
I    The  opportune  relief  thus  alfordcd  to  credit,  during  the  excessive  con- 


traction  which  succeeds  to  aii  undue  expansion,  is  consistent  with  the  ^ 
principte  of  the  new  system  ;  for  an  extraordinary  conUaction  of  credit, 
nncl  full  of  prices,  inevilsibly  draw  gold  into  the  country,  and  the  principle  ' 
of  tlie  system  h  that  the  K-ink-note  currency  shall  be  pennitted,  and  even  , 
compelled,  to  enlarge  itself,  in  all  cases  in  which  a  metallic  curvency  would  ^ 
do  the  same.    But,  what  the  principle  of  the  law  would  encourage,  its 
provisions  in  this  instance  preclude,  by  not  sulTcring  the  increased  issues 
to  lake  place  until  the  ^old  has  actually  arrived  ;  which  is  never  until  the 
woi-st  part  of  the  crisis  is  past,  and  almost  all  the  losses  and  failures 
attendant  on  it  are  consummated.     The  machinery  of  the  svsteui  with- 
holds, until  for  many  purposes  k  comes  too  late,  the  very  iiKd.cine  which 
tlic  theory  oTthe  system  prescribes  as  the  sovereign  retnedy. 

This  function  of  banks  in  filling  up  the  gap  made  in  mercantile  credit 
by  tbe  consequences  of  undue  speculation  and  its  revulsiun,  is  so  entirely 
indispensable,  that  if  the  Act  oi  1844  continues  unrepealed,  iheie  can  be 
no  difiiculty  in  foreseeing  Uiat  its  provisions  must  be  suspended  as  they 
were  in  1S47,  in  every  period  of  great  commercial  difficulty,  as  soon  as 
the  crisis  has  rcaJly  and  completely  set  in.  Were  this  all,  there  would  be 
tio  absolute  inconsistency  in  jnaintaining  the  restriction  as  a  means  of 
preventing  a  crisis,  and  relaxing  it  for  the  puipose  of  relieving  one.  But 
there  is  another  objection,  of  a  still  more  radical  and  comprehensive 
character,  to  the  new  system. 

I'rofessing,  in  theory,  to  require  that  a  paper  currency  shall  varj*  in  its 
amount  in  exact  confoimity  10  the  variations  of  a  metallic  currency,  it 
provides,  in  fact,  that  in  every  case  of  an.  cfQux  of  gold,  a  corresponding 
diminution  shall  take  place  [n  the  quant'rty  of  bank  notes  ;  in  other  words, 
that  every  cxpoiiatian  of  tlie  precious  metals  shall  be  virtually  drawn  from 
the  circulation ;  it  being  assumed  that  this  would  be  the  case  if  the  cur- 
rency  were  wholly  metallic  This  theory,  and  these  practical  arrange- 
ments, are  adapted  to  the  case  in  which  the  drain  of  gold  originates  in  a 
rise  of  prices  produced  hy  an  undue  expansion  of  currency  or  credit ;  but 
"  cy  arc  adapted  to  no  case  beside. 

When  the  efllux  of  gold  is  the  last  stage  of  a  series  of  effects  artsii^g' 
from  an  increase  of  the  currency,  or  from  an  expansion  of  credit  lanta- 
mnunt  in  its  effect  on  prices  to  an  increase  nfcurrency,  it  is  in  that  case  a 
fair  assumption  that  in  a  purely  metallic  system  the  gold  exported  would 
be  drawn  from  the  currency  itself ;  because  such  a  drain,  being  in  its 
nature  unlimited,  will  necessarily  continue  as  long  as  currency  and  credit 
are  undiminished.  But  an  exportation  of  the  precious  metals  often  arises 
from  no  causes  affecting  currency  or  credit,  but  simply  from  an  unusual 
extension  of  foreign  payments,  arising  either  from  the  state  of  the  markets 
for  commodities,  or  from  some  circumstance  not  commercial.  In  this 
class  of  causes,  four,  of  powerful  operation,  are  included,  of  each  of  which 
the  last  fifty  years  of  English  history  afibrcj  repeated  instances.  The  first  ■ 
is  that  of  an  extraordinary  foreign  expenditure  by  government,  either 
political  or  military  ;  as  in  the  last  war,  and  particularly  in  the  latter  years 
of  it.  The  second  is  the  case  of  a  large  exportation  of  capital  for  foreign  ■ 
investment ;  such  as  the  loans  and  mining  operations  which  pardy  con- 
tributed to  tlie  crisis  of  1S25,  and  the  American  speculations  which  were 
the  principal  cause  of  the  crisis  of  1839.  The  third  is  a  failure  of  crops  in  r 
the  countries  which  supply  us  with  the  raw  material  of  important  manu- 
factures ;  sui  h  as  the  cotton  failure  in  America,  which  compelled  Eng- 
■  ind,  in    1847,  to   incur  unusual  Uabiliiies  for    the  ^widias.^  qS.   \i^oi?. 
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j^-comrnDtlity  at  an  ndvanced  price..  The  Tourth  Is  ,i  bad  han-est,  and  a 
^reat  consequent  importation  of  food  :  of  which  the  years  1846  and  1847 
present  an  example  surpassing-  all  nntcccdcnt  c\'pcriencc. 

In  none  of  these  cases,  if  the  currency  were  mcGillic,  would  Ihc  (rold  or 
silver  exported  for  the  purposes  iu  question  be  necessarily,  or  even  pro- 
bably, drawn  from  llie  circulation.  It  would  be  drawn  from  the  hoards, 
whicli  uniler  a  metallic  cuiTcncy  always  exist  to  a  vcri'  large  amount  ;  in 
•uncivilized  countries,  in  the  hands  of  all  who  can  afford  it;  in  civilized 
countries  chiefly  in  the  form  of  bankci-s'  reserves.  Mr.  Tookc,  in  his 
*  Inquiry  into  the  Currency  Principle,"  bears  tesiimcmy  to  this  fact ;  but  it 
is  to  Mr.  Fullarton  that  the  public  are  indebted  for  the  clearest  and  most 
salisfuclory  elucidation  of  it.  As  I  am  not  aware  that  this  part  of  the 
theory  of  currency  ha5  been  set  forth  by  any  other  writer  with  anything 
Jike  the  same  degree  of  completeness,  1  shall  qunte  somewhat  largely  from 
this  able  production. 

'  No  person  who  has  ever  resided  in  an  Asiatic  country,  where  hoarding 
is  carried  on  to  a  fir  larger  extent  in  proportion  to  the  existing-  stock  of 
wealth,  and  where  the  practice  has  become  much  more  deeply  engrafted 
in  the  habits  of  ihe  people,  by  traditionary  apprehensions  of  insecurity 
and  the  difiiculty  of  iindmg  safe  and  lemuncraiive  investments,  than  in 
any  European  community— no  persf>n  who  has  had  personal  experience 
of  this  state  of  society,  can  be  at  a  loss  to  recollect  innumerable  instances 
of  large  metallic  treasures  extracted  in  limes  of  pecimiary  difficulty  from 
the  cotftrs  of  individuals  by  the  temptation  of  a  high  rate  of  interest,  and 
brought  in  aid  of  the  public  necessities,  nor,  on  Uic  other  hand,  of  the 
facility  with  which  those  treasures  have  been  absorbed  apain,  when  the 
inducements  which  had  drawn  them  into  li^ht  were  no  longer  in  opera* 
lion.  In  countrici  more  advanced  in  civilization  and  wealth  than  the 
Asiatic  princij^aliiics,  and  where  no  man  is  in  fear  of  allraclioe  tli* 
cupidity  of  power  by  an  external  display  of  riches,  but  where  the  inter- 
change of  commodities  is  still  almost  universally  conducted  through  the 
medium  of  a  metallic  circulation,  as  is  the  case  with  most  of  the  com- 
mercial countries  on  the  Continent  of  Europe,  the  nioiives  for  amassing 
the  precious  metals  may  be  less  powerful  than  in  the  majority  of  Asiatic 
principalities  ;  but  the  ability  to  accnmuiale  being  more  widely  extended, 
the  absolute  quantity  amassed  will  be  found  probably  to  bear  a  consider* 
ably  larger  proportion  to  the  pnpulaiion.*  In  thnse  states  which  lie 
exposed  tn  hostile  invasion,  or  whose  social  condition  is  unsctticd  and 
menacing,  the  motive  indeed  must  still  be  very  strong' ;  and  in  a  nation 
carrying  on  an  extensive  commerce,  both  foreign  and  internal,  without 
any  considerable  aid  from  any  of  the  banking  substitutes  for  money,  the 
rcscr%'es  of  gold  and  silver  indispensably  rcqtnrcd  to  secure  the  reyuhiriiy 
of  payments,  must  of  themselves  engross  a  share  of  the  circulating  coin 
which  it  would  not  be  easy  to  estimate. 

'In  this  country,  where  the  banking  system  has  been  carried  to  an 
extent  and  ]ierfcction  unkno«-n  in  any  other  part  of  Kuropc,  and  may  l>e 
said  to  have  entirely  superseded  the  use  of  coin,  except  for  reJail  dealings 
and  the  purposes  of  foreign  commerce,  the  Incentives  to  private  hoarding 

*  It  is  krnwn,  ftom  unquestionable  fact.s  that  lltu  lioardu  of  nnoncy  at  all  tiuia 

existing  in  die  hands  or  Ihc  French  jica^antry,  often  from  a  remote  d.-tte,  surpaia 

any  nitimtnt  w[)ii:h  i:^0Lilii  h.ivc  been  itna[;incd  possible;    nnd   even  in  so  poor 

a  couDtiy  as  Irelsmi,  it  has  of  late  been  ascertained  lli^t  the  small  fanners  soma- 

w  possess  hoards  quite  dispropoiliotied  Vj  \Wt  ■sisMt  m«aas  of  subsistenet. 
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exist  no  lonfrcr,  and  ihc  hoards  have  all  been  transferred  to  the  banks,  or 
rather,  I  should  say,  to  the  IJank  of  England.  IJut  in  France,  where  the 
bank-note  circulation  is  still  comparatively  Hmitcd,  the  quantity  of  gold 
and  silver  coin  in  existence  I  find  now  currently  estimated,  on  what  arc 
described  as  the  latest  authoritieSj  at  the  enormous  sum  of  laotnillions 
sterling ;  nor  is  the  estiinate  at  all  at  variance  with  the  reasonable 
probabilities  of  the  case.  Of  this  vast  treasure  there  is  every  reason  lo 
presume  that  a  very  large  proportion,  probably  by  much  the  greater  part, 
IS  absorbed  in  the  hoards.  If  you  present  for  payment  a  bill  for  a 
thousand  francs  to  a  French  banker,  he  brinjfs  you  the  silver  in  a  sealed 
bag  from  Lis  strong  room.  And  not  the  banker  only,  but  every  merchant 
and  trader,  according  to  his  means,  is  under  the  necessity  of  keeping  by 
him  a  stock  of  cish  sufficient  not  only  for  his  ordinary  disbursements,  but 
to  meet  any  unexpected  demands.  That  the  quantity  of  specie  accumu- 
lated in  these  innumerable  depots,  not  in  France  only,  but  all  over 
the  Continent,  where  banking  insUtutions  arc  still  either  entirely  wanting 
or  very  imperfectly  orj(aniied,  is  not  merely  Jnmiense  in  itself,  but  admits 
of  being  largely  drawn  upon,  and  transferred  even  m  vast  masses  from  one 
country  to  another,  with  very  litde,  if  any,  effect  on  prices,  or  other 
material  derangements,  we  have  had  some  remarkable  proofs ;'  among 
others,  '  the  si^'nai  success  which  attended  the  simultaneous  eftbns  of 
some  of  the  principal  European  powers  (Russia,  Austria,  Prussia,  Sweden, 
and  Denmark)  to  replenish  their  treasuries,  and  to  replace  with  coin 
a  considerable  portion  of  the  dcprecinted  paper  which  the  necessities  of 
the  war  had  forced  upon  them,  and  this  at  the  very  time  when  the  avail- 
able stock  of  the  precious  metals  over  the  world  had  been  reduced  by  the 
exertions  of  England  lo  recover  her  metallic  currency.  .  . .  There  can  be 
no  doubt  that  these  combined  operations  were  on  a  scale  of  very  ex- 
traordinary mai'nitude,  that  they  were  accoinplished  without  any  sensible 
injury  to  commerce  or  public  prosperity,  or  any  other  effect  than  some 
temporary  derangement  of  the  cxchang^cs,  and  that  the  private  hoards  of 
treasure  accumulated  throughout  Europe  during  the  war  must  have  been 
the  principal  sonrce  from  which  .ill  this  gold  and  silver  was  collected. 
And  no  person,  I  think,  can  fairly  contemplate  the  vast  supcrflux  of 
metallic  wealth  thus  proved  to  be  at  all  times  in  existence,  and,  thoufe'h  in 
adormanC  and  inert  state,  always  ready  to  spring  into  activity  on  the  first 
indication  of  a  sufficiently  intense  demautf,  withont  feeling  themselves 
compelled  to  admit  the  possibility  of  the  mmes  being;  even  shut  up  for 
years  together,  and  the  production  of  the  metals  altogether  suspended, 
while  there  might  be  scarcely  a  perceptible  alteration  in  the  exchangeable 
value  of  the  metal.'* 

Applyinff  this  to  the  currency  doctrine  and  its  advocates,  *  one  might 
imagine,'  says  Mr.  Fullarton.f  'that  they  supposed  the  gold  which  is 
drained  off  for  exportation  frnm  a  country  nsuig  a  currency  exclusively 
metallic,  to  be  collected  by  drililets  at  the  fairs  and  markets,  or  from  the 
tills  of  the  grocers  and  mercers.  They  never  even  alEudc  to  the  existence 
of  such  a  thing  as  a  great  hoard  of  the  metals,  though  upon  the  action  of 
the  hoards  depends  the  whole  economy  of  international  payments  between 
apcciC'Circulating  communities,  while  any  operation  of  the  money 
txiUecied  in  hoards  upon  prices  must,  even  according  to  the  currency 

*  FuilArton on  the  Rcgalalionof  Currtncitt,  pp.  1i-^. 
I  Ibid.,  pp.  139.42. 
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jiypothcsis,  be  wholly  impossible.  Wc  know  from  experience  what 
enormous  payments  in  gold  and  silver  specie-circulating  countries  are 
capablCj  at  times,  of  making,  without  the  least  disturbance  of  their  internal 
prtispenty  ;  and  whence  is  it  supposed  that  these  paymcnls  come,  but 
from  their  ho-inls  ?  I-ct  us  think  how  the  money  mnrket  of  a  country 
transacting  atl  its  exchanges  through  the  medium  of  the  precious  meials 
only,  would  be  hkely  to  be  affected  by  the  ncccssit>*  of  making  a  foreign 
payment  of  several  millions.  Of  course  the  necessity  could  only  be 
satisfied  by  a  transmission  of  capital ;  and  would  not  the  competition  for 
the  possession  of  capital  for  transmission  which  the  occasion  would  call 
forth,  necessarily  raise  the  market  rate  of  interest  ?  If  the  jwyment  was 
to  be  made  by  the  government,  would  not  the  government,  in  all 
probability,  have  to  open  a  new  loan  on  terms  more  than  usually  favour- 
able to  the  lender?  If  made  by  merchants,  would  it  rot  be  drawn  either 
from  the  deposits  in  banks,  or  from  the  reserves  which  merchants  keep  by 
them  in  default  Of  banks,  or  would  it  not  obliye  theni  to  obtain  the 
necessary  amount  of  specie  by  going  into  ihe  money  market  as  borrowers? 
'And  would  not  all  tKis  inevitably  act  upon  the  hoards,  and  draw  forth 
into  activity  a  poition  of  the  gold  and  silver  which  the  money-dealers  had 
been  accumulating,  and  some  of  thcni  with  the  express  view  of  watching 
such  opportunities  for  turning  their  treasures  to  advantage  ? 

'I  wouH  desire,  indeed,  no  more  convincing  evidence  of  the  com- 
petency of  the  machinery  of  the  hoards  in  specie-paying  countries  to  per- 
fonti  every  necessary  office  of  international  adjustment,  without  any 
sensible  aid  from  the  general  circulation,  than  the  facility  with  which 
France,  when  but  just  recovering  from  the  shock  of  a  destructive  foreign 
invasion,  completed  within  the  space  of  twenty-seven  months  the  payment 
of  her  forced  contribution  of  nearly  twenty  millions  to  the  allied  powers, 
and  a  considerable  proportion  of  tliat  sum  in  specie,  without  any  per- 
ceptifile  contraction  or  derangement  of  her  domestic  currency,  or  even  any 
alarming  fluctuation  of  her  exchanges. 

'  Or,  to  come  to  the  present  time  [1844],  the  balance  of  payments  with 
nearly  all  Europe  has  for  about  four  ye;irs  past  been  in  favour  of  this 
country,  and  gold  has  been  poured  in  till  the  influx  amounts  to  the 
unheard-of  sum  of  about  fourteen  millions  sterling.  Yet  in  all  this  time, 
has  any  one  heard  a  complaint  of  any  serious  suffering  inflicteti  on  the 
people  of  the  Continent?  Have  prices  there  hL-eu  greatly  depressed 
beyond  their  rtinge  in  this  country  ?  Have  wages  fallen,  or  have  merchants 
been  extensively  mined  by  the  universal  depreciation  of  their  stock? 
There  has  occurred  nothing  of  the  kind.  Tlie  tenor  of  commercial 
nnd  monetary  affairs  has  been  everywhere  even  and  tranquil  ;  and  in 
France  more  particularly,  an  improving  revenue  and  extended  commerce 
bear  testimony  to  (he  continued  progress  of  internal  prosperity.  It  may 
be  doubted,  indeed,  if  this  great  efflux  of  gold  has  withdrawn  from  that 
portion  of  the  metallic  wealth  of  the  nation  which  really  circulates,  a  single 
napoleon.  And  it  has  been  equally  obvious,  from  the  undisturbed  state  of 
credit,  that  not  only  has  the  supply  of  specie  indispensable  for  the  conduct 
of  business  in  the  retail  market  been  all  the  while  uninterrupted,  but  that 
the  hoards  have  continued  lo  furnish  every  facility  rcqtiisite  for  lh« 
regularity  of  mercantile  pnyments.  It  is  of  the  very  essence  of  the 
metallic  system,  that  the  hoards,  in  all  cases  of  probable  occurrence, 
should  be  equal  lo  both  objects  ;  that  they  should,  in  ihe  first  place,  supply 
'iie  buiUon  demanded  for  exportation,  and  in  the  next  place,  should  keep 
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fjHfi  tlie  home  circul.-viion  to  its  legitiinate  coinplcmejil.  Every  mn,n 
Ijlradiny  under  that  system,  who,  in  ihe  course  of  his  business,  may  have 
[/ruqiient  occasion  to  remit  large  sums  in  specie  to  foreign  coimtries,  must 
leilher  keep  by  hicn  a.  suflicicnt  treasure  of  his  own  or  must  have  the 
^jncans  of  borrowing  enough  from  his  neighbours,  not  only  to  make 
Lnp  when  wanted  the  amount  of  his  remittances,  hut  to  enable  him, 
■noreover,  to  carry  on  his  ordinary  transactions  at  home  without  interrup- 

ion.' 
In  a  coinitry  in  which   credit  is  carried  to  so  great  an  extent  as  in 

England,  one  great  reserve^  in  a  single  establishment,  the  Hank  of 
[.England,  supplies  the  place,  as  far  as  the  precious  metals  are  concerned,  of 
tthe  muhiludmoLts  reserves  of  other  countries.  The  llieoretical  principle, 
therefore^  of  the  ciincncy  doctrine  would  require,  that  atl  those  drains  of 
metal,  which,  if  the  currency  were  purely  metallicj  would  be  taken  from 
the  hoards,  should  be  allowed  to  operate  freely  upon  the  resen'C  in  the 
coffers  of  the  IJank  of  England,  without  any  attempt  to  Btt).p  it  either  by  a 
diminution  of  the  currency  or  by  a  contraction  of  credit.  Nor  to  this 
would  there  be  any  uell-g rounded  objection,  unless  the  drain  weie 
so  great  as  to  threaten  the  exhaustion  of  the  reserve,  and  a  consequent 
stoppag^e  of  payments  ;  a  danger  against  which  it  h  easy  to  take  adequate 
precautions,  because  in  the  cases  which  we  are  considering,  the  drain  is 
for  foreign  payments  of  definite  amount,  and  stops  of  itself  as  soon  as 
lliesc  arc  effected.  And  in  all  systems  it  is.  admitted  that  the  habitual 
reserve  of  [he  Bank  should  exceed  the  utmost  amount  to  which  ex- 
perience warrants  the  belief  that  such  a  drain  may  extend  ;  which  exli-eme 
rnnit  Mr.  FullartoD  aftirms  to  be  seven  millions,  but  Mr.Tookerecomniends 
an  average  reserve  of  ten. 

The  machinery,  however,  of  the  new  system  insists  upon  bringing  about 
by  force,  what  its  principle  not  only  does  not  require,  but  positively  con- 
demns. Every  drain  for  exportation,  whatever  may  be  us  cause,  and 
whether  under  a  metallic  currency  it  would  affect  the  circulation  or  not, 
is  now  compulsorily  drawn  from  that  suurre  alone.  The  bank-note 
circulation,  and  the  discounts  or  other  advances  of  the  Bank,  must  be 
diminished  by  an  amount  equal  to  that  of  the  metal  exported,  though  it 
he  to  the  fnll  extent  of  seven  or  ten  millions.  And  this,  be  it  remembered, 
when  there  has  been  no  speculative  rise  of  prices  which  it  is  indispensable 
to  correct,  no  unusual  extension  of  credit  requiring  contraction  ;  but  the 
demand  for  gold  is  solely  occasioned  by  foreign  payments  on  account  of 
government,  or  lar^'C  corn  importations  consequent  on  a  bad  harvest. 
"There  is  at  least  one  object,  therefore,'  says  Mr.  Fullarton,*  'which 
would  be  effectually  accomplished  by  acting  on  this  sj'stcm.  It  would  be 
perfectly  calculated,  I  think,  to  ensure  that  no  derangement  of  the 
exchange,  or  none  at  least  subsisting  in  coincidence  with  anything  like 
pressure  on  the  money  market,  should  ever  be  permitted  to  pass  off, 
without  one  of  those  crises  hitherto  fortunately  of  rare  occurrence,  but  of 
which  the  results,  when  they  have  occurred,  have  been  so  extensive  and 
deplorable.' 

Arc  not  the  events  of  1847  a  fulfilment  of  this  prediction?  The  crisis 
of  that  year  was  preceded  by  no  inHation  of  credit,  no  spcculaiive  rise  of 
prices.  The  only  speculations  (the  corn  market  excepted)  were  those  in 
railway  shares,  which  had  no  tendency  to  derange  the  imports  and 
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t  wowlrl  be  better  that  treasury  notes,  txchang-eable  for  jfoM  on  demand, 
should  be  issued  to  n  fi\cd  amount,  not  exceeding  the  minimum  of  a  li.ink- 
note  currency,  tlie  remainder  of  the  notes  which  may  fic  required  beinji 
left  to  be  supplied  citlier  by  one  or  by  a  nun:ibcr  of  priv.ite  banking 
establishments.  Or  an  establishment  like  the  liaiik  of  Kn^land  might 
supply  the  whole  countTv,  on  condition  of  lending  fifteen  or  twenty 
miilions  of  its  notes  lo  the  t'f*vemment  without  interest :  which  would 
give  the  same  pecuniary  advantage  to  the  state  as  if  it  issued  that  number 
of  its  own  notes. 

The  reason  ordinarily  alleged  in  condemnationof  the  system  of  plurality 
of  issuers  which  existed  in  Eni,dand  before  the  Act  of  1844,  and  under 
certain  limitations  still  subsists,  is,  that  tlie  competition  of  these  diflercnl 
issuers  induces  them  to  increase  the  amount  of  their  notes  to  an  injurious 
extent.  But  we  have  seen  that  the  power  which  bankers  have  of  aug- 
menting their  issues,  and  the  degree  of  mischief  which  they  can  produce 
by  it,  are  quite  trifling  compared  with  the  current  over-estimate.  A» 
remarked  by  Mr.  Fullarton,*  the  extraordinary  increase  of  banking  com- 
petition occasioned  by  tlie  establishment  of  the  joint-stock  banks,  a  com- 
petition often  of  the  most  reckless  kind,  has  proved  utterly  powerless  to 
enlarge  the  aggrcfjaie  mass  of  the  bank-note  circulation  ;  that  aggregate 
circulation  having,  on  the  contrary,  actually  decreased.  In  any  case  it 
appears  desirable  to  maintain  one  great  cstabhshment  like  the  Hank  of 
England,  distinguished  from  other  banks  of  issue  in  this,  that  it  alone  is 
required  to  pay  m  gold,  the  others  being  at  liberty  to  pa^  their  notes  with 
notes  of  the  central  csUiblishmenl.  The  object  of  this  is  that  there  may 
be  one  body,  responsible  for  maintaining  a  reserve  of  the  precious  mclnls 
sufficient  to  meet  any  drain  that  can  reasonably  be  expected  to  lake  place. 
By  disseminating  this  responsibility  amiong  a  number  of  banks  it  is  pre- 
vented from  operating  efficaciously  upon  any ;  or  if  it  be  still  enforced 
against  one,  the  reserves  of  the  metals  retained  by  all  the  others  are 
capital  kept  idle  in  pure  waste,  which  may  be  dispensed  with  by  allow- 
injr  them  at  their  option  to  pay  in  Bank  of  England  notes. 

§  6.  The  question  remains  whether,  in  case  of  a  plurality  of  issuers,  any 
peculiar  precautions  are  needed  to  protect  the  holders  of  notes  from  ihc 
Consequences  of  failure  of  payment.  Before  1826,  the  insolvency  of  banks 
of  issue  was  a  frequent  and  very  serious  evil,  often  spreading  distress 
through  a  whole  neighbourhood,  and  at  one  blow  depriving  provident 
industry  of  the  results  of  long  and  painful  saving.  This  was  one  of  the 
chief  re.isons  which  induced  r.irliamcnt,  in  that  year,  to  prohibit  the 
issue  of  bank  notes  of  a  denomination  liclow  five  pounds,  that  the 
labouring  classes  at  least  might  be  as  little  as  possible  exposed  to 
participate  in  this  suffering.  As  an  additional  safeguard,  it  has  been 
Suggested  to  give  the  holders  of  notes  a  priorit>|  o^-er  other  creditors,  or 
to  require  bankers  to  tlcposit  stock  or  other  public  securities  as  a  pledge 
for  the  whole  anwunt  of  their  issues.  The  insecurity,  however,  of  the 
former  bank-note  currency  of  EngLind  was  altogether  the  work  of  the 
law,  which,  in  order  to  give  a  qualified  monopoly  of  banking  business  to 
the  Bank  of  Kngland,  had  actually  made  the  formation  of  safe  banking 
establishments  a  punishable  offence,  by  prohibiting  the  existence  of  any 
banks,  in  town  or  country,  whether  of  issue  or  deposit,  with  a  number  of 
paruieis  exceeding  six.     This  truly  characteristic  specimen  of  the  old 
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System  of  monopoly  and  reslrictioii,  was  done  nv/ny  wiih  in  r326,  both  as 
to  issuer  and  deposits,  evetj'where  but  in  a  distilct  of  sixty  five  miles  radius 
round  London,  and  in  1833  in  that  district  also,  as  far  as  relates  to 
deposits.  The  numerous  joint-stock  banks  since  established,  have,  by 
furnishing  a  more  trustworthy  currency,  made  it  almost  impossible  for 
any  private  banker  to  maintain  his  circulation,  unless  his  capital  and 
character  inspire  the  most  complete  coniideacc.  And  ahliou^h  there  has 
been  in  some  instances  verj'  ^ros5  mismanagement  by  joint-slock  banks 
(Ie5s,  however,  in  tlie  deparunent  of  issues  than  in  that  of  deposits)  the 
failure  of  these  banks  is  extremely  rare,  and  the  cases  still  rarer  in  which 
loss  has  ultimately  been  suslamed  by  any  one  except  the  shareholders. 
The  banking  system  of  England  is  now  almost  as  secure  to  the  public,  as 
that  of  Scotland  (where  banking  was  always  free)  has  been  for  two 
centimes  past  ;  and  the  lefjislatiire  might  without  any  bad  consequencfls, 
at  least  of  this  kind,  revoke  its  imeidict  (which  was  never  extended  to 
Scotland)  against  one  and  two  pound  notes.  I  cannot  therefore  think  it 
at  all  necessary,  or  that  it  would  be  anything  but  vexatious  meddling,  to 
enforce  any  kind  of  special  security  in  favour  of  the  holdus  of  notes.  The 
true  protection  to  creditors  of  all  kinds  is  a  good  law  of  insolvency  (a 
part  of  ihe  law  at  present  shamefully  deficient),  and,  in  the  case  of  joint- 
stock  companies  at  least,  complete  publicity  of  their  accounts:  the 
publicity  now  very  properly  given  to  their  issues,  being"  a  vciy  smalt 
portion  of  what  the  &t.ate  has  a  right  to  require  in  return  for  their  bcinu 
allowed  to  constitute  themselves,  and  be  recognised  by  the  law,  as  a 
collective  body. 


CHAPTER  XXV. 

OF  THE  COMPETITION  OF  DtbFEWENT  [:OUNTRIES  IN  tHE  SAME  MARKEt. 

§  I.  In  the  phraseology  of  the  Mercantile  System,  the  language  and 
,  doctrines  of  which  are  still  the  basis  of  what  may  be  called  tlie  political 
economy  of  the  selling  classes,  as  distinguished  from  the  buyers  or  con- 
sumers, there  is  no  word  of  more  frequent  recurrence  or  more  perilous 
import  than  the  word  umkrsciling.  To  undersell  other  countries— not  to 
be  undersold  by  other  countries— were  spoken  of,  and  are  still  very 
often  spoken  of,  almost  as  if  they  were  the  sole  purposes  for  which 
production  and  commodities  exist.  The  feelings  of  rival  tradesmen, 
prevailinjf  among  nations,  overruled  for  centuries  all  sense  of  the  general 
community  of  advantage  which  commercial  countries  derive  from  the 
prosperity  of  one  another  :  and  that  commercial  spirit,  which  is  now  one 
of  the  strongest  obstacles  to  wars,  was  during  a  certain  period  of  European 
history  their  principal  cause. 

Even  it)  tlie  more  enlightened  view  now  attainable  of  the  nature  and 
consequences  of  international  commerce,  some,  though  a  comparatively 
small,  space  must  still  be  made  for  the  fact  of  commercial  rivality. 
Nations  may,  like  individual  dealers,  be  competitors,  with  opposite 
interests,  in  the  markets  of  some  con^moditics,  while  in  others  they  are  in 
the  more  fortunate  relation  nf  reciprocal  customers.  The  benefit  of 
commerce  does  not  consist,  as  it  was  once  thought  to  do,  in  the  com- 
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moditics  sold  ;  but,  since  ihe  commodilics  sold  are  the  meatis  afobtaininfj 

those  wliich  are  bought,  a  nation  would  be  cut  off  from  the  tea!  advantage 
of  comnierce,  the  imports,  if  it  could  not  induce  other  naiions  lo  take  any 
of  its  commodilies  in  exchange  ;  and  in  proportion  as  the  competition  of 
other  countries  compels  it  to  offer  its  commodities  on  cheiiper  terms,  on 
pain  of  not  selling  them  at  all,  the  imports  which  i:  obtains  oy  its  foreign 
trade  are  procured  at  greater  cost. 

These  points  have  been  adequately,  though  incidentally,  illustrated  in 
some  of  the  preceding  chapters.  But  the  great  space  which  the  topic  has 
filled,  .ind  continues  ta  fill,  in  economical  speculations,  and  in  the  practical 
anxieties  boih  of  politicians  and  of  dealers  and  manufacturers,  makes  it 
desirable,  before  quitting  the  subject  of  international  exchange,  to  subjoin 
a  few  obsen.-.itions  on  the  things  which  do,  and  on  those  which  do  not, 
enable  countries  to  undersell  one  another. 

One  country  ran  only  undersell  another  in  a  given  market,  to  the 
extent  of  entirely  expelling  !ier  from  it,  un  two  conditions.  In  the  first 
place,  she  must  Iiave  a  greater  advanlige  than  the  second  connlr)*  in  the 
production  of  the  article  exported  by  both  ;  meaning  by  a  greater  advan- 
tnge  {as  hns  been  already  so  fiilly  explained)  not  absolutely,  but  in  com- 
parison with  other  commodities  ;  and  in  the  second  place,  such  must  be 
.  her  relation  witli  the  customer  countrj'  in  respect  to  the  demaniJ  for  each 
^  other's  products,  and  such  the  consequent  5tate  of  international  values,  as 
to  give  away  to  Ihe  customer  country  more  than  the  whole  advantage  ■ 
possessed  by  the  rival  country  ;  otherwise  the  rival  will  still  be  able  to  hold 
her  ground  in  the  market. 

Let  us  revert  to  the  imaginary  hypothesis  which  we  have  found  so 
convenient,  that  of  a  trade  between  England  and  Germany  in  cloth  and 
linen  ;  England  being  capable  of  producing  lo  yards  of  clolh  at  the  same 
cost  with  15  yards  of  linen,  Germany  at  the  same  cost  with  20,  and  the 
two  commodities  beiny  exchanged  between  the  two  countries  (cost  of 
carriage  apart)  at  some  intermediate  rate.  My  10  for  17.  C^rmany  could 
not  be  permanently  undersold  in  the  English  market,  and  expelled  frott 
it,  unless  by  a  country  which  offered  not  merely  more  than  t/,  but  more 
than  20  yards  of  linen  for  lo  of  clolh.  Short  of  that,  the  competition  would 
only  oblige  Gennany  to  pay  dearer  for  cloth,  but  would  not  disable  he^ 
from  exporting  linen.  The  country,  therefore,  which  could  undersell 
Germany,  must,  in  the  first  place,  be  able  to  produce  linen  at  less  cost, 
compared  with  clotli,  than  Germany  herself;  and  in  the  next  place,  must 
have  such  a  demand  for  cloth,  or  other  Engbsh  commodities,  as  would 
compel  her,  even  when  she  became  sole  occupant  of  the  market,  lo  give  a 
greater  advantage  to  England  than  Germany  could  give  by  resigning  the 
■whole  of  hers  ;  to  give,  for  e>uimp!e.  zr  yarcl5  for  to.  For  if  not — if,  for 
example,  the  equation  of  international'  demand,  after  Germany  was 
excluded,  (jave  a  ratio  of  iS  for  ]o,  Germany  could  again  enter  into 
the  competition  ;  Germany  would  be  now  the  underselling  nation  ;  and 
there  would  be  a  point,  perhaps  t()  for  10,  at  which  both  countries  would 
be  able  to  maintain  their  ground,  and  to  sell  in  England  enough  linen  to 
pay  for  the  cloth,  or  other  English  commoditie?,  for  which,  on  these 
newly  adjusted  terms  of  interchange,  they  had  a  demand.  In  like  manner, 
England,  as  an  cx|K>rtcr  of  cloth,  could  only  be  driven  fmm  the  German 
market  by  some  rival  whose  superior  advantages  in  the  production  of 
cloth  enabled  her,  and  the  intensity  of  whose  demand  for  German  produce 
fpelJed  her,  to  ofTer  loyards  of  cloih,  not  merely  for  less  than  17  yards 
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of  linen,  but  for  less  than  15.  In  ihat  case,  Enpland  could  no  longer 
cany  on  the  trade  witliout  loss  ;  but  in  any  case  shoii  of  this,  she  would 
merely  be  obliged  to  give  to  Gennany  more  doth  for  less  linen  than  she 
had  previously  giv&i.. 

It  thus  appears  that  the  alarm  of  being  permanently  undersold  may  be 
taken  much  too  easily  ;  may  be  taken  when  the  thing  rcitly  to  be  antici- 
p.ued  is  not  the  loss  of  the  trade,  but  the  minor  inconvenience  of  carrying 
It  on  at  a  diminished  advantage  ;  an  inconvenience  chiefly  falling  on  the 
consumers  of  foreign  commodities,  and  not  on  the  producers  or  sellers  of 
the  exported  article.  It  is  no  sufficient  ground  of  apprehension  to  the 
EnpJish  producers,  to  find  tliat  some  other  country  can  sell  cloth  in 
foreign  markets  at  some  particular  time^  a  trifle  cheaper  than  Ihey  can 
tlieniselves  afford  to  do  in  the  existing  state  of  prices  in  England.  Sup- 
p05e  them  to  be  temporarily  unsold,  and  their  exports  diminished  :  the 
imports  will  exceed  ihe  exports,  there  will  be  a  new  distribution  of  the 
precious  metals,  prices  will  fall,  and  as  all  the  money  expenses  of  the 
English  producers  will  be  diminished,  ihey  will  be  able  (if  the  case  falls 
short  of  that  stated  in  the  preceding  paragraph)  aKain  to  compete  with 
their  rivals.  The  loss  which  England  will  incur,  will  not  fall  upon  the 
expcirters,  but  upon  those  who  consume  imported  commodities  ;  who,  widi 
money  incomes  reduced  in  amount,  will  have  to  pay  the  same  or  even  an 
increased  price  for  all  things  produced  in  foreign  couniries. 

§  2.  Such,  I  conceive,  is  the  true  theory,  or  rationale,  of  underselling-. 
It  will  be  obseiTcd  that  it  takes  no  acconnt  of  some  things  which  we  hear 
spoken  of,  oftener  perhaps  than  any  others,  in  the  character  of  canses 
exposing  a  country  to  be  undersold. 

According  to  the  preceding  doctrine,  a  country  cannot  be  undersold  in 
any  commodity,  unless  the  rival  country  has  a  stronger  inducement  than 
itself  for  devoting  its  labour  and  capital  to  the  production  of  the  com- 
modity ;  arising  from  the  fact  that  by  doing  so  it  occasions  a  greater 
saving  oflabour  and  capital,  to  be  shared  between  itself  and  its  customers 
—  a  greater  increase  of  the  agg^rcgatc  produce  of  the  world.  Tlie  under- 
selling, therefore,  though  a  loss  lti  the  undersold  cnuntr>',  is  an  advanlnge^, 
to  the  world  at  large  ;  the  substituted  commerce  being  one  which  econo- 
mizes more  of  the  labour  and  capital  of  mankind,  and  adds  more  to  their 
collective  wealth,  than  the  commerce  superseded  by  it.  The  advantage, 
of  course,  consists  in  being  able  to  produce  the  commodity  of  better 
quality,  or  with  less  labour,  (compared  with  other  things,)  or  perhaps  not 
with  less  labour,  but  in  les^  time  ;  with  a  less  prolonged  detwition  of  the 
capitTil  employed.  This  may  arise  froni  greater  natural  advantages  (such 
as  soil,  climate,  richness  of  mines) ;  superior  capability,  either  natural  or 
acquired,  in  the  labourers  ;  better  division  of  labour,  and  better  tools,  or 
machincr>".  But  there  is  no  place  left  in  this  theory  for  the  case  of  lower 
wages.  This,  however,  in  the  theories  commonly  current,  is  a  favourite 
cause  of  nnderseliing.  We  continually  hear  of  the  disadvantage  under 
which  the  British  producer  labours,  both  in  foreign  markets  and  even  in 
his  own,  through  the  tower  wages  paid  by  his  foreign  rivals.  These  lower 
wages,  we  are  told,  enable,  or  are  always  on  the  point  of  enabling  them  10 
sell  at  ]^^^'er  prices,  and  to  dislodge  the  English  manufacturer  from  all 
markets  in  \vhich  he  is  not  artificially  protected. 

Before  examining  this  opinion  on  grounds  of  princi])le,  it  is  worth  while 
to  bestow  a  moment's  consideration  upon  it  as  a  question  of  fact.  Is  it 
true,  that  the  wages  of  manufacturing    labour  are  lower    in    fai^\^'n- 
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countries  than  in  England,  in  any  sense  in  which  low  n-ages  .ire  i 

advartage  to  the  capitalist  ?  The  .iriisan  of  Ghent  or  Lyons  may  earr 
less  wages  in  a  day,  but  docs  he  not  do  less  work  ?  Degrees  of  efficiency 
considered,  does  his  labour  cost  less  to  his  employer?  Though  wages 
may  be  lower  on  the  Continent,  is  not  the  Cost  of  Labour,  which  is  the 
real  element  in  the  competilian,  very  nearly  I  he  same?  That  it  is  so, 
leems  the  opinion  of  competent  judges,  and  is  confirmed  by  the  very  lillle 
difference  in  the  rate  of  profit  between  England  and  the  Continental 
countries.  But  if  so,  the  opinion  is  absurd  that  English  producers  can, 
be  undersold  by  Iheir  Continental  rivals  from  this  cause.  It  is  only  in 
America  that  the  supposition  is  fm'rnd /ade  admissible.  In  America, 
wages  are  ititich  higher  than  in  England,  if  we  mean  by  wages  the  daily 
earnings  of  a  labourer  :  but  the  productive  power  of  American  labour  is 
BO  great — its  efficiency,  combined  with  the  favourable  circumstances  in 
which  it  is  exerted,  makes  it  worth  so  much  to  the  purchaser,  that  the  Cost 
}\/  of  Labour  is  lower  in  America  than  in  England  ;  as  is  proved  by  the  fact 
that  the  general  rate  of  profits  aad  of  interest  is  very  much  higher. 

§3-  But  is  it  true  that  low  wages,  even  in  the  sense 'of  low  Cost  of 
Labour,  enable  a  country  to  sell  cheaper  in  the  foreign  market?  I  of 
course  inean,  low  wages  which  aj'C  common  to  the  whole  productive 
industry  of  the  country. 

If  wages,  in  any  of  the  departments  of  indiisti7  which  supply  exports, 
arc  kept,  artificially,  or  by  some  accidental  cause,  below  the  general  rate 
of  wages  in  the  cou  Ur)',  this  is  a  real  advantage  in  the  foreign  market. 
It  lessens  the  comparative  cost  of  production  of  those  articles,  in  relation 
(0  others ;  and  has  the  same  effect  as  if  their  production  required  so 
much  less  labour.  Take,  for  instance,  the  case  of  the  United  .States  in 
respect  to  certain  commodities.  In  that  country,  tobacco  and  cotton,  two 
great  articles  of  export,  are  produced  by  slave  labour,  while  food,  and 
manufactures  generally,  are  produced  by  free  labourers,  who  either  work 
on  their  own  account  or  are  paid  by  wages.  In  spite  of  the  inferior 
efficiency  of  slave  labour,  there  can  be  no  reasonable  doubt  that  in  a 
country  where  the  wages  of  free  labour  are  so  high,  the  work  executed  by 
slaves  is  a  better  bargain  to  the  capitalist.  To  whatever  extent  it  is  so, 
this  smaller  cost  of  labour,  being  not  general,  but  limited  to  those  em- 
plfjyment.%  is  just  as  much  a  caiisi:  of  cheapness  in  the  products,  both  in 
the  home  and  in  the  foreign  market,  as  if  they  had  been  made  by  a  less 
quantity  of  labour.    If  Ihc  slaves  in  the  Soutljem  States  were  em.anci- 

fated,  and  their  wages  rose  to  the  general  level  of  the  earnings  of  free 
ibour  in  America,  tlmt  cobnlry  might  be  obliged  to  erase  some  of  the 
slave-grown  articles  from  the  catalogue  of  ils  e.\porls,  and  would  certainly 
be  unable  to  sell  any  of  them  in  the  foreign  market  at  the  present  price. 
Their  cheapness  is  partly  an  artificial  cheapness,  which  may  he  compared 
to  that  produced  by  a  bounty  on  production  or  on  exportation  :  or, 
considenng  the  means  by  which  it  is  obtained,  an  apter  comparison 
would  be  with  the  cheapness  of  stolen  goods. 

An  advantage  of  a  similar  economical,  though  of  a  very  different  moral 
character,  is  th-it  possessed  by  domestic  mamifaciurers  ;  fabrics  produced 
in  the  leisure  hours  of  families  parti-ally  occupied  in  other  pursuits,  who, 
not  depending  for  subsistence  on  the  produce  nf  the  manufacture,  can 
afford  to  sell  it  at  any  pricic,  however  ]ow,  for  which  they  think  it  worth 
wbWc  to  take  the  trouble  of  producing.  In  an  account  of  the  Canton  oS 
"mch,  to  which  I  have  had  occasion  to  refer  on  another  subject,  it  is 
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observed,*  '  The  workman  of  Zurich  is  to-day  a  manufacturer,  to-morrow 
again  an  agi-iculturist,  and  changes  his  occupation  with  the  seasons,  in  a 
continual  round.  Manufacmrtn^  industry  and  tiUage  advance  hand  in 
hand,  in  inseparable  alliance,  and  in  this  union  of  the  two  occujmtions  the 
secret  may  be  found,  why  the  simple  and  unlearned  Swiss  manufacturer 
can  ahvays  go  on  competing,  and  increasing  in  prosperity,  in  the  face  of 
those  extensive  establishn^ents  tilted  out  with  great  economic,  and  (what 
is  still  more  important)  intelkctual,  resources.  Even  in  those  parts  of  the 
Canton  where  manufactures  have  extended  themselves  the  most  widely, 
only  one-seventh  of  all  the  families  belong  to  manufactures  alone  ;  four- 
sevenths  combine  that  employment  with  agriculture.  The  advantage  of 
this  domestic  or  family  manufacture  consists  chiefly  in  the  fact,  thai  it  is 
compatible  with  all  other  avocations,  or  rather  that  it  inay  in  part  be 
regarded  as  only  a  supplementary  employment.  In  winter,  in  the 
dwellings  of  the  operatives,  the  whole  famUy  employ  themselves  in  it : 
but  as  soon  as  spring  appears,  those  on  whom  die  early  field  labours 
devolve,  abandon  the  in-door  work;  many  a  shuttle  stands  still;  by 
degrees,  as  the  field-work  increases,  one  member  of  the  family  follows 
another,  till  at  last,  at  the  hanest,  and  during  the  so-called  "  great  works," 
all  hands  seiiie  the  implements  of  husbandry  ;  but  in  unfavourable  weather, 
and  in  all  otherwise  vacant  hours,  the  work  in  the  cottage  is  resumed,  and 
when  the  ungcnial  season  again  recurs,  the  people  return  in  the  same 
gradual  order  10  their  home  occupation,  until  they  have  all  resumed  it.' 
In  the  case  of  these  domestic  manufactures,  the  comparative  cost  of 

firodtictioHj  on  which  the  interchange  between  countries  depends,  is  much 
Dwer  than  in  proportion  to  the  quantity  of  labour  employed.  The  work- 
people, looking  to  the  earnings  of  their  loom  for  a  part  only,  if  for  any 
part,  of  iheir  actual  maintenance,  can  afford  to  work  for  a  less  remu- 
neration than  the  lowest  rate  of  wages  which  can  exist  in  the  employments 
by  which  the  labourer  has  to  support  the  whole  expense  of  a  family. 
Working,  as  they  do,  not  for  an  employer  but  for  themselves,  they  may  be 
said  to  carry  on  tlie  manufacture  at  no  cost  at  all,  except  the  small  expense 
of  a  loom  and  of  the  material ;  and  the  limit  of  possible  cheapness  is  not 
the  necessity  of  living  by  their  trade,  but  that  of  earning  enough  by  the 
work,  to  make  that  social  employment  of  their  leisure  hours  not  disagreeable. 
§  4.  These  two  cases,  of  slave  labour  and  of  domestic  manufactures, 
exemplify  the  conditions  under  which  low  wages  enable  a  country  to  sell 
its  commodities  cheaper  in  foreign  markets,  and  consequently  to  undersell 
its  rivals,  or  to  avoid  being  undersold  by  them.  But  no  such  advantage 
is  conferred  by  low  wages  when  common  to  all  branches  of  industry. 
General  low  wages  never  caused,  any  country  to  undersell  its  rivals,  nor 
did  general  hijih  wages  over  hinder  it  from  doing  so. 

To  demonstrate  this,  we  must  return  to  an  elementary  principle  which 
was  discussed  in  a  former  chaptcr.f  General  low  wages  do  not  cause  low 
prices,  nor  high  wages  high  prices,  within  the  country  itself.  General 
prices  are  not  raised  by  a  rise  of  wages,  any  more  than  they  would  be 
raised  by  an  increase  of  the  quantity  of  labour  required  in  all  production. 
Expenses  which  affect  all  comn^iodities  equally,  have  no  influence  on 
prices.     If  the  maker  of  broadcloth  or  cutlery,  and  nobody  else,  had  to 
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pay  liigher  wages,  the  price  of  his  commodity  would  rise,  just  as  it  n-ouM 
if  nc  had  to  employ  more  labour  ;  because  otherwise  lie  would  gain  less 
profit  than  other  producers,  and  nobody  M-ould  engage  in  the  emproynienl. 
But  if  everybody  has  lo  pay  higher  wages,  or  everybody  to  employ  more 
labour,  the  loss  must  be  submitted  to ;  as  it  affects  everybody  alike,  no  one 
can  hope  to  get  rid  of  it  by  a  change  of  employment,  each  therefore  resigns 
biinsclf  toa  diinintitionof  pro6ls,  and  prices  remain  as  they  were  In  like 
ijiaiiiier,  general  low  wages,  or  a  genera!  increase  in  the  productiveness  of 
labour,  does  not  make  prices  low,  but  profits  high.  If  wages  fall,  (meaning 
here  by  wages  the  cost  of  labour,)  why,  on  that  account,  should  the  pro- 
ducer lowei"  his  piice  ?  He  will  be  forred,  it  may  be  said,  by  the  compe- 
tition of  other  capitalists  who  will  crowd  into  his  employment  But  other 
capitalists  are  also  payings  lower  wa^es,  and  by  entenng  into  competition 
wiih  him  they  would  gain  nothing  but  what  they  are  gaining  already. 
The  rate  (hen  at  which  labour  is  paid,  as  well  as  the  quantity  of  it  which 
is  employed,  aftecis  neither  the  value  nor  the  price  of  ihe  conmiodily  pro- 
duced, except  in  so  far  as  it  is  peculiar  to  that  commodity,  and  not 
common  to  commodities  generally. 

Since  low  wages  are  not  a  cause  of  low  prices  in  the  country  Itself,  so 
nelUier  do  they  cause  it  to  offer  its  commodities  in  foreign  markets  at  a 
lower  price.  It  is  quite  true  that  if  the  cost  of  labour  is  lower  in  America 
than  in  England,  America  could  sell  her  cottons  to  Cuba  at  a  lower  price 
than  England,  and  still  gain  as  hif,''h  a  profit  as  the  Eng-iish  manufacturer. 
But  it  is  not  with  the  profit  of  the  English  manufiicturer  that  the  American 
cotton  spinner  will  make  his  comparison  ;  it  is  with  the  pro6ts  of  other 
American  capitalists.  These  enjoy,  in  common  with  himself,  the  benefit 
of  a  low  cost  of  labour,  and  have  accordingly  a  high  rate  of  profit.  This 
high  profit  the  cotton  spinner  must  also  have  :  he  will  pot  content  himself 
with  tlie  English  profit.  It  is  true  he  may  go  on  for  a  time  at  that  lower 
rate,  rather  than  change  his  employment ;  and  a  tr.xde  maybe  carried  on, 
sometimes  for  a  ionfr  period,  at  a  much  lower  profit  than  that  for  which 
it  would  have  been  oriftinally  engaged  in.  Countries  which  have  a  low 
cost  of  labour,  and  high  profits,  do  not  for  that  reason  undersell  others, 
but  they  do  oppusea  more  obstinate  resistance  to  being  undersold,  because 
the  producers  can  often  submit  to  a  diminution  of  profit  without  being 
ynable  lo  live,  and  even  to  thrive,  by  their  business.  Jlut  that  is  all  which 
their  advantage  docs  for  them  ;  and  in  this  resistance  they  will  not  long 
persevere,  when  a  chaiifje  of  limes  which  may  give  them  equal  profits 
with  the  rest  of  their  countrymen  has  become  manifestly  hopeless. 

§  5.  Tliere  is  a  class  of  trading  and  exporting  communities,  on  which  a 
few  words  of  explanation  sc?em  lo  be  required.  These  are  hardly  lo  be 
looked  upon  as  coimlries,  carrying  on  an  exchange  of  commodities  with 
other  countries,  but  more  properly  as  oudying  agricultural  or  manufac- 
turing cstablishmenis  belonging  to  a  larger  community.  Our  West  India 
colonies,  for  example,  cannot  be  regarded  as  countriw,  with  a  productive 
capital  of  their  own.  If  Manchester,  instead  of  being  where  it  is,  wqrcoa 
B  rock  in  the  North  Sea  fits  present  indiislrj-  nevertheless  continuing),  it 
would  still  be  but  a  town  of  Kngiand,  not  a  coimtry  trading  with  England: 
it  wrmld  be  merely,  as  now,  the  place  where  England  finds  it  convcDicnt 
to  carry  on  her  cotton  manufacture.  The  West  Indies,  in  hkc  manner, 
are  the  place  where  England  finds  it  convenient  to  carry  on  the  production 
of  sugar,  coffee,  and  a  few  other  tropical  commodities.  All  the  capital 
^mfAoycd  la  Enjj^libh  capita) ;  almost  all  the  iudustry  is  carried  on  for 


English  uses ;  there  is  liltlc  produciion  of  anything  except  the  staple 
commodities,  and  these  are  sent  to  England,  not  to  be  exchanged  for 
Uilngs  exported  to  the  colony  and  conaumed  by  its  inhabiianis,  but  to  be 
snlcl  in  England  for  the  benefit  of  the  proprietors  there.  The  trade  with 
the  West  Indies  is  therefore  hardly  to  be  considered  as  external  trade, 
but  more  resembles  the  traffic  between  toivn  and  country,  and  is  amenable 
to  the  principles  of  the  home  trade.  The  rate  of  profit  in  the  colonies 
will  be  regulated  by  English  profits  :  the  expectalion  of  profit  must  be 
about  the  same  .is  in  England,  wiih  the  addition  of  compensaiinn  for  the 
disadvantages  attending  tiie  more  dlst.-int  and  hazardous  employment: 
nnd  after  allowance  is  made  for  those  disadvamag-es,  the  value  and  price 
of  West  India  produce  in  the  English  market  must  be  ret^ulatcd  (or  rather 
must  have  been  rcKulated  formerly)  like  that  of  any  English  commodity, 
by  the  cost  of  production,  For  (he  last  ten  or  twelve  years  this  principle 
has  been  in  abeyance  :  the  price  was  first  ke[)t  up  beyond  the  ratio  of  the 
cost  of  production  by  deficient  supplies,  which  could  not,  owing  to 
deficiency  of  labour,  be  increased  ;  and  more  recently  the  admission  of 
foreign  competition  has  introduced  another  element,  and  the  West  Indies 
are  undersold,  not  so  much  because  wa^es  are  higher  than  in  Cuba  and 
Brazil,  as  because  they  are  higher  than  in  England  :  for  were  they  not  so, 
Jamaica  could  sell  her  sugars  at  Cuban  prites,  and  still  obtain,  though 
not  a  Cuban,  ar  English  rate  of  profit. 

It  is  worth  while  also  to  notice  another  class  of  small,  hut  in  this  case 
mostly  independent  communities,  which  have  supported  and  enriched 
themselves  almost  without  any  productions  of  their  own  (except  ships  and 
marine  equipments),  by  a  mere  carrylng^  trade,  and  commerce  of  enlrcpSt; 
bybuying-the  produce  of  one  couniiy,  to  sell  it  at  a  profit  in  another,  Such 
were  Venice  and  the  Hanse  Towns.  The  case  of  these  communities  is 
vciy  simple.  They  made  themselves  and  their  capital  the  in&lruments, 
not  of  production,  but  of  accomplishing  exchanges  between  the  pro- 
ductions of  oUier  countries.  These  exchanges  were  attended  with  an 
advantage  to  those  countries— an  increase  of  the  aggregate  retunis  to 
industry — part  of  nliicli  went  to  Indemnify  the  agents,  for  the  necessary 
expenses  of  transport,  and  another  part  to  remunerate  the  use  of  their 
capital  and  mercantile  skill,  llie  countries  themselves  had  not  capital 
disposable  for  the  operation.  When  the  X'enetians  became  the  agents  of 
the  t^encral  commerce  of  Southern  Europe,  they  had  scarcely  any  com- 
petitors :  the  thing  would  not  have  been  done  at  all  without  them,  and 
there  was  really  no  limit  to  their  pmfjts  except  the  limit  to  what  the 
ignorant  feudal  nobility  would  give  for  the  unknown  luxuries  then  first 
presented  to  their  sight.  At  a  later  period  competition  niose.  and  the 
profit  of  this  operation,  like  that  of  others,  became  amenable  to  natural 
laws.  The  carrying  trade  was  taken  up  by  Holland,  a  comitry  with  pro- 
ductions of  its  own  and  a  large  accumulated  capital.  The  other  nations 
of  Europe  also  had  now  cajiital  to  spare,  and  were  capable  of  conducting 
their  foreign  trade  for  themselves  :  but  Holland,  having,  from  a  variety  of 
circumstances,  a  lower  rate  of  profit  at  home,  could  aJTorri  to  carry  for 
other  countries  at  a  smaller  advance  on  the  original  cost  of  the  goods, 
than  would  have  been  required  by  their  own  capitalists;  .md  Holland, 
therefore,  engrussed  the  greatest  part  of  the  carrying  trade  of  all  those 
counliics  which  did  not  keep  it  to  themselves  by  Navigation  Laws,  coo- 
jctetlf  like  those  of  England,  for  the  express  purpose. 
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exports  of  commStlutes,  or  !o  send  any  gold  out  of  tlie  country, 

the  Binall  ainounts  paid  in  irst.ilments  by  sharehoMcrs  in  this  counlr)'  io 
foreign  railways.  The  drain  of  gotd,  great  as  it  was,  originated  solely  in 
the  bad  hnrvcst  of  1846  and  the  potato  failure  of  that  and  the  following 
year,  and  in  the  increased  price  of  raw  cotton  in  America,  There  was 
nothing  in  these  circumstances  which  couid  require  either  a  fall  of 
general  prices  or  a  contraction  of  credit.  An  unusual  demand  for  credit 
existed  at  the  time,  in  consequence  of  the  pressure  of  railway  calls,  and 
this  necessitated  a  rise  of  the  rate  of  interest.  If  the  hiiliinn  in  the 
llank  of  England  was  sufficient  to  bear  the  drain  without  exhauiitiun, 
where  was  the  necessity  far  adding  to  the  distress  and  difirculty  of 
the  time,  by  reijuirLiitj  all  who  wanted  gold  fiir  exportation,  either 
to  draw  it  from  the  deposits,  that  ii,  to  subtract  it  from  the:  already 
iiisufTicieut  loanable  ranital  of  the  couniiy,  or  to  become  Iheniselves 
competitors  for  a  portion  of  thai  inndeqiiate  fund,  thus  stiil  further 
raising  the  rate  of  interest?  The  only  necessity  was  created  by  Ihc  Act 
of  1S44,  which  would  nat  suftcr  the  Uank  to  meet  this  extra  demand  of 
credit  by  lending  its  notes,  not  even  the  notes  returned  to  it  in  exchange 
for  gold.  The  crisis  of  1847  was  of  that  sort  which  the  provisitjns  of  the 
Act  had  not  the  smallest  tendency  to  avert ;  and  when  the  crisis  came, 
the  merciutile  difficulties  were  prolwbly  doubled  by  its  existence. 

[  am  aware  it  will  be  said  that  by  allowing  drains  of  this  character  10 
operate  freely  upon  the  Bank  rescr\-c  until  they  cease  of  themselves, 
a  contraction  of  the  currency  and  of  credit  would  not  be  prevented,  but 
only  postponed ;  since  if  a  limitation  of  issues  were  not  resorted  to  for 
Lhc  purpose  of  checking  the  drain  in  its  cummcnccment,  the  same  or  a 
still  gi-eater  limitation  must  take  place  afterwards,  in  order,  bv  acting  on 
prices,  to  bring  back  so  large  a  quantity  of  gold,  for  the  inclispcn sable 
purpose  of  replenishing  the  Bank  reserve.  But  in  this  argument  several 
thinjjs  are  overlooked.  In  the  first  place  the  gold  might  he  brought  hack, 
not  by  a  fall  of  prices,  but  by  the  much  more  rapid  and  convenient 
medium  of  a  rise  of  the  rate  of  interest,  involving  no  fall  of  any  prices 
except  tlie  pcit:es  of  securities.  Eitlicr  English  securities  would  be 
bought  on  account  of  foreigners,  or  foreign  securities  held  in  England 
would  be  sent  abroad  for  sale,  both  which  opcrations'todk  place  largely 
during  the  mercantile  difficulties  of  1847,  and  not  only  checked  the  cfflujt 
of  t'**'*^*  ^*^^  turned  the  tide  and  brought  the  metal  back.  It  was  not, 
therefore,  brought  back  by  a  contraction  of  the  currency,  though  in  this 
case  it  certainly  was  so  by  a  contraction  of  loans.  Hut  is  even  this 
always  indispensable  ?  For  in  the  second  place,  it  13  not  necessary  that 
the  gold  should  return  with  llie  same  suddenness  with  which  it  went  out. 
A  great  portion  would  probably  return  in  the  ordinary  way  of  commerce, 
in  payment  for  exported  comraodities.  The  extra  gams  made  by  dealers 
and  producers  in  foreign  countries  through  the  extra  payments  they 
receive  from  this  country  are  very  likely  to  be  partly  expended  in  increased 
purchases  of  English  commodities,  either  for  consumption  or  on  specula- 
tion, although  the  effect  may  not  manifest  itself  with  sutticJcnt  rapidity  to 
enable  the  transmissinn  of  ijold  to  be  dispensed  with  in  the  first  instance. 
These  extra  purchases  would  turn  the  balance  of  payments  in  favour  of 
the  country,  and  gradually  restore  a  portion  of  the  exported  gold  ;  and 
the  remainder  would  probably  be  brought  back,  not  by  a  rise  of  the  rate 
of  interest  in  England,  but  by  the  fall  of  it  in  foreign  countries,  occasioned 
tho  addition  of  some  millions  of  tfold  to  the  loanable  capital  of  those 
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countries.  If  it  were  necessary  Xo  accelerate  the  process  hy  an  artificial 
action  on  the  rale  of  interest  in  lingland,  a  very  inoderale  lise  wouM  be 
sufficient,  instead  of  the  very  great  one  which  is  the  canscqncncc  of 
allowing  the  whole  demand  for  gold  far  exportation  to  act  suddenly  and 
at  once  on  the  existing  resources  of  the  loan  niarket. 

Thus  stand,  accnrdmg  to  the  best  judgment  I  .tm  able  to  form,  the 
advantaffea  and  disadvamag'es  of  the  currency  system  established  by  the 
Ace  of  1S44  :  of  which,  as  it  seems  to  me,  the  disadvantages  greatly  pre- 
ponderate. I  am,  hoivcvcr,  far  from  thinking  that  on  a  subject  at  once  so 
intricate  anil  1.0  new,  a  subject  which  has  only  begim  to  oe  understood 
throuj^h  the  controversies  of  the  last  few  years,  experience  and  discuseioii 
have  nothing-  further  to  disclose.  I  give  the  forej^oing  opinions  as  the 
results  to  which  I  have  been  guided  by  the  lights  that  have  hitherto  fallen 
on  the  subject :  conscious  that  additional  lights  are  almost  sure  to  be 
struck  out  when  the  knowledge  of  principles  and  of  facts  necessary  for 
the  chicidation  of  the  question  becomes  united  in  a  greater  number  of 
individuals. 

ij  ;,  There  remain  two  questions  respecting  a  bank-note  currency, 
which  have  also  been  a  subject  of  considerable  discussion  of  late  years  : 
whether  the  privilege  of  providing  it  shoidd  be  confined  to  a  single 
establishment,  such  as  the  Hank  of  ECngland,  or  a  plurality  of  issuers 
should  be  alioivcd  ,'  and  in  the  latter  case,  whether  any  peculiar  precau- 
tions are  rcfjuibile  or  advisable,  to  protect  the  holders  of  notes  against 
losses  occasioned  by  the  insolvency  of  the  issuers. 

The  course  of  the  preceding  speculations  has  led  ua  to  attach  so  much  less 
of  peculiar  importance  10  bank  notes,  as  compared  with  other  forms  of 
credit,  than  accords  with  the  notions  generally  current,  that  questions 
respecting  the  regulation  of  so  very  small  a  part  of  the  general  mass  of 
credit,  cannot  appear  to  ua  of  such  momentous  import  as  lliey  are  some- 
times considei-ed.  liank  notes,  however,  have  so  far  a  reitl  peculiarily,, 
that  they  are  the  only  form  of  credit  sufliciently  convenient  for  all  the  pur- 
poses of  circulation,  to  he  able  entirely  to  supersede  the  use  of  metallic 
money  for  internal  piirjicises.  Although  the  extension  of  the  use  of 
cheques  has  a  tendency  more  and  more  to  dimini=h  the  number  of  bank 
notes,  as  it  would  fliat  of  the  sovereigns  or  other  coins  which  would  take 
their  place  if  they  were  abolished  ;  there  is  sure,  for  a  long  time  to  come, 
to  be  a  considerable  supply  of  them,  wherever  the  necessary  degree  of 
commercial  confidence  exists,  and  IheJr  free  use  is  permitted.  The  exclu- 
sive priviJcge,  therefore,  of  issuing  them,  if  resented  to  the  govemment 
or  to  some  one  body,  is  a  source  of  great  pecuniary  gaii.i.  That  thi.s  gain 
should  he  obtained  for  the  nation  at  large  is  both  practicable  and  desir- 
able :  and  if  the  management  of  a  bank-note  ctirrency  ought  to  be  so 
completely  mechanical,  so  entirely  a  thing  of  fixed  rule,  as  it  is  made  by 
the  Act  of  1S44,  there  seems  no  reason  why  this  mechanism  should  he 
worked  for  the  profit  of  any  private  issuer,  rather  than  for  the  public 
treasury.  If,  however,  a  plan  be  preferred  which  leaves  the  vailalions  in 
the  amount  of  issues  in  any  degree  whatever  to  the  discretion  of  tha 
issuers,  it  is  not  desirable  that  to  the  ever-growing  attributions  of  the 
government,  so  delicate  a  function  should  be  superadded  ;  and  that  the 
attention  of  the  ht-ads  of  the  slate  should  be  diverted  from  larger  objects, 
by  their  being  besieged  with  the  applications,  and  made  a  mark  for  all 
the  attacks,  which  are  never  spared  to  those  deemed  to  be  resiwnsible  for 
any  acts,  however  minute,  connected  with  the  regulation  of  the  currency, 


rent  as  well  as  profit.    The  landorcapital  last  put  in  requisition  and 

tupyjng  what  Dr.  Chalmers  calls  the  margin  of  cultivation,  will  yield, 
and  contimic  to  yield,  no  rent.  But  if  this  yields  no  rent,  the  reniaflbrdcd 
by  all  other  land  or  agricuLluial  capital  will  be  exitctly  su  niucli  as  it  pro* 
duces  more  than  this.  The  price  of  food  wiU  always  on  tlie  averaae  be 
such,  that  the  ivorsl  land,  and  the  least  productive  instalment  of  the 
capita!  employed  on  the  better  lands,  shall  just  replace  the  expenses  with 
tlie  ordinary  profit.  If  the  least  favoured  land  and  capital  just  do  thus 
niuch,  all  other  liind  and  capital  will  yield  an  extra  praH:,  equal  to  the 
proceeds  of  the  extra  produce  due  to  their  superiur  productiveness  ;  and 
this  extra  profit  becomes,  by  competition,  ihe  pri^e  of  the  landlords. 
Exchange,  and  money,  therefore,  make  no  difierence  in  the  law  of  rent : 
it  is  the  same  as  we  ori^-inally  found  it.  Rent  is  the  extra  return  made  to 
agricultural  capital  when  employed  with  peculiar  advantages;  the  exact 
equtwiknt  nf  what  those  advantages  enable  the  producers  to  economize 
in  the  cose  of  production  ;  the  value  aad  price  of  the  produce  being 
reguhtcd  by  the  tost  of  production  to  those  producers  who  have  uo 
advantages  ;  by  the  return  to  that  portion  of  agricultural  capital,  the 
circumstances  of  which  ai-e  the  least  favourable, 

§  3-  Wages,  and  Rent,  being  thus  regulated  by  tlie  same  principles 
when  paid  in  money,  as  they  would  be  if  apportioned  in  kind,  it  followi 
that  I'rofits  are  so  likewise.  B'or  tlie  surplus,  after  replacing  wages  and 
paying  rent,  constitutes  Profits. 

We  found  in  the  last  chapter  of  (he  Second  Book,  that  the  advances 
of  the  capitalist,  when  analyzed  to  their  ultinaate  elements,  consist  either 
in  the  purchase  or  maintenance  of  labour,  or  in  the  profits  of  former 
capitalists  ;  and  that  therefore  profits  in  the  last  resort,  depend  upon  the 
Cost  of  Labour,  falling  as  that  rises,  and  rising  as  it  falls.  Let  us  en- 
deavour to  trace  more  minutely  the  operation  of  this  law. 

There  are  two  modes  in  which  the  Cost  of  Labour,  which  is  correctly 
represented  (niotiey  being  supposed  invariable)  by  tiie  money  wages  of 
the  Labourer,  may  he  increased.  The  labourer  may  obtain  greater 
comforts  ;  wages  in  kind — real  \vafjes— may  rise.  Or  the  progress  of 
population  may  force  down  cultivation  to  inferior  soils,  and  more  costly 
processes  ;  thus  raising  the  cost  of  production,  the  value,  and  the  price, 
of  the  chief  articles  of  the  JaboureKs  consumption.  On  eilher  of  these 
suppositions,  the  rate  of  profit  will  fail. 

If  the  labourer  obtains  more  abundant  commodities,  only  by  reason  of 
their  greater  cheapness  ;  if  he  obtains  a  greater  quantity,  but  not  on  the 
whole  a  greater  cost ;  his  real  wages  will  be  increased,  but  not  his  money 
wages,  and  there  will  be  nothing  to  affect  the  rate  of  profit.  But  if  he 
obtains  a  greater  quantity  of  commodities  of  which  the  cost  of  production 
is  not  lowered,  he  obtains  a  greater  cost ;  his  money  wages  arc  higher. 
The  expense  of  these  increased  money  wages  falls  wholly  an  the  capitalist. 
There  are  no  conceivable  mean^  by  which  he  can  shake  it  oft'.  It  may  be 
said — it  used  formerly  to  be  said — th.'it  he  will  get  rid  of  it  by  raising  his 
price.  Ikit  this  opinion  we  have  already,  and  more  llian  once,  fully 
refuted,* 

The  doctrine,  indeed,  that  a  rise  of  wages  causes  an  equivalent  rise  of 
prices,  is,  as  we  formerly  obsen-cd,  self-contradictory  ;  for  if  it  did  so,  it 
wuuld  not  be  a  rise  of  wages ;  the  labourer  would  get  no  more  of  any 

*  Supio,  book  iii.  cb.  iv,  ^  2^  and  cb.  xxv.  g  4. 
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commodity  than  he  had  before,  let  his  money  wages  rise  ever  so  much  ; 
a  rise  of  real  wag-es  ♦I'ould  be  an  impossibility.  This  bein^  equally 
cotitniry  to  reason  and  to  fact,  it  is  evident  that  a  rise  of  money  wages 
docs  not  raise  prices  ;  thru  high  wages  are  not  a  cause  of  high  prices.  A 
rise  of  general  wajfcs  falls  on  profits.     There  is  no  possible  aUemative. 

Having^  disposed  of  the  case  in  whicli  the  increase  of  money  wages, 
and  of  the  Cost  of  Labour,  arises  from  llie  labourer's  obtaining  more 
ample  waj^es  in  kind,  let  us  now  suppose  it  to  .irise  from  the  increased 
cost  of  production  of  the  thing^s  which  he  consumes ;  owing  to  an  increase 
of  population,  unaccompanied  by  an  equivalent  increase  of  a^nicultural 
skill.  The  augmented  supply  required  by  the  population  wojld  not  be 
obtained,  unless  the  price  of  food  rose  sufficiently  to  remunerate  the 
farmer  for  the  increased  cost  of  pixidiiction.  The  fanner,  hQwever,  in  this 
case  sustains  a  twofold  difiadvant.ige.  He  has  to  can-y  on  his  culiivatinn 
under  less  favourable  conditions  ofprodiiciixeness  than  before.  For  this, 
as  it  is  a  disadvantage  belonging  to  him  only  as  a  fanner,  and  not  shared 
by  other  employers,  he  will,  on  tlie  general  principles  of  value,  be  com- 
ncnsalcc]  by  a  rise  of  the  price  of  his  commodity  ;  indeed,  until  this  rise 


has  taken  place,  he  will  not  bring  to  market  the  required  increase  of 
produce.  But  this  very  rise  of  price  involves  him  in  another  necessity, 
for  which  he  is  not  compensated,  He  must  pay  higher  money  wages  to 
his  labourers.  This  necessity,  being  common  to  him  with  all  other 
capitalists,  forms  no  ground  for  a  rise  of  price.  The  price  will  rise,  until 
it  has  placed  him  in  as  good  a  situation  in  respect  of  profits,  as  oilier 
employers  of  labour  :  it  will  rise  so  as  to  indemnify  him  for  the  increased 
labour  which  he  must  now  employ  in  order  to  produce  a  given  quantity  of 
food  :  hut  the  increased  wages  of  that  labour  are  a  burthen  common  to 
all,  and  for  which  no  one  can  be  indemnified.  It  will  be  paid  wholly 
from  Profits. 

Thus  we  see  that  increased  wages,  when  common  to  ail  descriptions  of 
productive  labourers,  and  when  really  representing  a  greater  Cost  of 
Labourj  arc  always  and  necessarily  at  the  expense  of  profits.  And  by 
reversing  the  cases,  we  should  find  m  like  manner  that  diminished  wages, 
when  representing  a  really  diminished  Cost  of  Labour,  are  equivalent  to 
a  rise  of  profits.  But  the  opposition  of  pecuniary  interest  thus  indicated 
between  the  class  of  capitalists  and  that  of  labourers,  is  to  a  great  extent 
only  apparent.  Real  wages  are  a  very  different  thing  from  the  Cost  of 
Labour,  and  are  generally  highest  at  the  times  and  places  where,  from 
the  easy  terms  on  which  the  land  yields  all  the  produce  as  yet  requiied 
from  it,  the  value  and  price  of  food  being  low,  the  cost  of  labour  to  the 
employer,  notwithstanding  its  ample  remuneration,  is  comparatively 
cheap,  and  the  rate  of  profit  consequently  high  ;  as  at  present  in  the 
United  States.  We  thus  obtain  a  full  conlirmation  of  our  original  t' 
theorem  that  Profits  depend  on  the  Cost  cf  Labour :  or,  to  express  the 
meaning  with  still  greater  accuracy,  the  rate  of  profit  and  the  cost  of  . 
labour  vary  in\eTsely  as  one  another,  and  are  joint  effects  of  the  same  ^ 
agencies  or  causes. 

But  docs  not  this  proposition  require  to  be  slightly  modified,  by  making 
allowance  for  that  portion  (though  comparatively  small)  of  the  expenses 
of  the  capitalist,  which  does  not  consist  in  wages  paid  by  himself  or 
reimbursed  to  previous  capitalists,  but  in  the  profits  of  those  previous 
capitalists?  Suppose,  for  example,  an  invention  in  the  manufacture  of 
Icatherj  the  advantage  of  which  should  consist  in  rendering  it  unnecfes,s3«N 


thq,t  tbe  Iiidcs  sbould  remain  for  so  great  a  length  of  time  in  ihc  tan-pit* 
Siioetnakers,  saddlers,  and  other  workers  in  leather,  would  save  a  part  of 
'  at  portion  of  the  cost  af  their  material  which  consists  of  ihi*  tanner's 
pmfiis  during  the  lime  his  capital  is  locked  iip  ;  and  this  saving',  it  may 
be  said,  is  a  source  from  which  they  might  derive  an  increase  of  profit, 
though  wages  and  the  Cost  of  Labuur  remained  exactly  Uic  same.  In 
the  case  here  supposed,  howevei',  ihe  consumer  alone  woiild  benefit,  since 
the  prices  of  shoes,  harness,  and  all  other  articles  Into  which  lejtther 
enters,  would  fall,  until  the  profits  of  the  producers  were  reduced  to  the 
general  level.  To  obviate  this  objection,  let  us  suppose  that  a  similar 
saving  of  expenses  lakes  place  in  all  departments  of  production  at  once. 
In  that  case,  since  values  and  prices  would  not  be  afi'ected,  profits  would 
probably  be  raised ;  but  if  we  look  more  closely  into  the  case  we  shall 
find,  that  it  is  because  the  cost  of  labour  would  be  lowered.  In  this  as  in 
any  other  case  of  increase  in  the  general  productiveness  of  labour,  if  the 
labourer  obtained  only  the  same  real  wages,  profits  would  be  raised  :  but 
the  same  real  wages  would  imply  a  smaller  Cost  of  Labour ;  the  cost  of 
production  of  all  things  having  been,  by  the  supposition,  diminished.  If, 
on  the  other  hand,  the  real  wages  of  labour  rose  proportionally,  and  the 
Cost  of  Labour  to  the  employer  remaiiied  the  same,  tiic  advances  of  the 
capitalist  would  bear  the  same  ratio  to  his  returns  as  before,  and  The  rate 
of  profit  would  be  unaltered.  The  reader  who  may  wish  for  a  more 
minute  examination  of  this  paint  will  find  it  in  the  volume  of  separate 
Essays  to  which  reference  has  before  been  made.*  The  question  is  too 
intricate  in  comparison  with  its  importance,  to  be  further  entered  into  in 
a  work  like  the  present;  and  I  will  merely  say,  that  it  seems  to  result 
from  the  con5iderations  adduced  in  the  Essay,  that  there  is  nothing  in  ihe 
case  in  question  to  affect  the  integrity  of  the  theory  which  aflirms  an 
exact  correspondence,  in  an  inverse  direction,  between  the  rate  of  profit 
and  the  Cost  of  Labour. 
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CHAPTER  I. 

GENERAL  CHARACTERISTICS  OF  A  PROGRESSIVE  STATE  OP  WEALTH, 

§  ).  The  three  preceding  Parts  include  as  detailed  a  view  as  the  limits 
of  this  Treatise  permit,  of  what,  by  a  happy  generalization  of  a  mathe- 
matical phrase,  has  been  called  the  Statics  of  the  subject.  We  have 
surveyed  the  field  of  economical  facts,  and  have  examined  how  they  stand 
related  to  one  another  as  causes  and  cfTccts ;  what  circumstances  deter- 
mine the  amount  of  production,  of  crapioymeni  for  labour,  of  capital  and 
population  ;  what  laws  regulate  rent,  profits,  and  wages  ;  under  what 
conditions  and  in  what  proportions  commodities  are  interchanged  betweea 
.individuals  and  between  counuics.    We  have  thus  obtained  a  collective 
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view  of  the  economical  phenomena  of  society,  considered  as  existing 
simulianeoiisly.  We  have  ascertained,  to  a  certain  extent,  the  principles 
of  their  interdependence  ;  and  when  the  state  of  some  of  the  elements  is 
known,  we  should  now  be  able  (o  infer,  in  a  general  way,  the  contem- 
poraneous slate  of  most  of  the  others.  All  this,  however,  has  only  put  us 
in  possession  of  the  economical  laws  of  a  stationary  and  unchanging- 
society.  We  have  still  to  consider  the  econnmical  condition  of  mankind 
as  liable  to  change,  and  indeed  (in  the  more  advanced  portions  of  the  race, 
and  in  all  regions  to  which  their  influence  reaches)  as  at  all  times  under- 
going progressive  changes.  We  have  to  consider  what  these  changes  are, 
what  are  their  laws,  and  what  their  ultimate  tendencies  ;  thereby  adding 
a  theory  of  motion  to  our  theory  of  equilibrium -^the  Dynamics  of  political 
economy  to  the  Statics. 

In  this  inquiry,  it  is  natural  to  commence  by  tracing  ihe  operation  of 
lcno\\Ti  and  acknowledged  agencies.  Whatever  may  be  the  other  changes 
which  the  economy  of  society  is  destined  to  undergo,  there  is  one  actually 
in  progress,  concerning  which  there  can  be  no  dispute.  In  the  leading 
countries  of  the  world,  and  in  all  others  as  they  come  within  the  influence 
of  those  leading  countries,  tliere  is  at  least  one  progressive  movement 
which  continues  with  little  interruption  from  year  to  year  and  from 
generation  to  generation  ;  a  progress  in  wealth  ;  an  advancement  in  what 
IS  called  material  prosperity.  All  the  nations  which  we  are  accustomed 
to  call  civilized,  increase  gradually  in  production  and  in  population  :  and 
there  is  no  reason  to  doubt,  that  not  only  these  nations  will  for  some  time 
continue  so  to  increase,  but  that  most  of  the  other  nations  of  the  world, 
including  some  not  yet  founded,  will  successively  enter  upon  the  same 
career.  It  will,  therefore,  be  our  first  object  to  examine  the  nature  and 
consequences  of  this  progrcs.'sive  change  ;  the  elements  which  constitute 
it,  and  the  effects  it  produces  on  the  various  economical  facts  of  which  we 
have  been  tracing  the  taws,  and  especially  on  wages,  profits.,  rents,  values, 
and  prices. 

§  2.  Of  the  features  which  characterize  this  progressive  economical 
movement  of  civilized  natinns,  that  which  first  excites  attention,  through  its 
intimate  connection  with  the  phenomena  of  Production,  is  the  perpetual, 
and  so  far  as  human  foresight  can  extend,  the  unlimited,  growth  of  man's 
power  over  nature.  Our  knowledge  of  the  properties  and  laws  of  physical 
objects  shows  no  sign  of  approaching  its  ultimate  boundaries:  it  is 
advancing  more  rapidly,  and  in  a  greater  number  of  directions  at  once, 
than  in  any  previous  age  or  generation,  and  affording  such  frequent 
glimpses  of  unexplored  fields  beyond,  as  to  justify  the  belief  that  our 
acquaintance  with  nature  is  still  almost  in  its  infancy.  This  increasing 
physical  knowledge  is  now,  too,  more  rapidly  that  at  any  former  period, 
converted,  by  practical  ingenuity,  into  physical  power,  The  most  mar- 
vellous of  modem  inventions,  one  which  realizes  the  imaginary  feats  of 
the  magician,  not  metaphorically  but  literally— the  electro-magnetic 
telegraph— sprung  into  existence  but  a  few  years  after  the  establishment 
of  the  scientific  theory  which  it  realizes  and  exemplifies.  Lastly,  the 
manual  part  of  these  g^eat  scientific  operations  is  now  never  wanting  to 
the  intellectual :  there  h  no  difficulty  in  finding  or  forming,  in  a  sufficient 
number  of  the  working  hands  of  the  community,  the  requisite  skill,, 
combined  with  the  requisite  intelligence,  for  executing  the  most  delicate 
processes  of  the  application  of  science  to  practical  uses.  From  this  union 
of  conditions,  it  is  impossihle  not  to  look  for\vard  to  a  vast  auil.V.^'Jv'::;^!^^^'^^. 
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CHAPTER  II.  

Influence  of  the  progress  of  industry  and  po?UL.vnoN  ow 

VALUES  AND  PRICES. 

tn  ttie  values  ori 

The  permanent  values  of  all  things  which  arc  nekher  under  a  natural 
nor  under  an  artificial  monopoly,  depend,  as  we  iLive  seen,  on  their  cost 
of  prudutlion.  But  ihe  increasing  uijucr  n.'hirh  mam^-jnri  an  rrnntfmily 
acquiring' over  naluie,  increases  111  '  '  'nore  the  efficiency  fif  *'""'a" 
exertion,  or  in  other  word^ij  (iiniiij.  .rprnf^ii^c^inn.     AU  invt^ntinns 

by  which  a  greater  quantity  of  any  coiiiinoduy  can  Ijp  produced  wiih  the 
same  labour,  or  the  same  quantity  with  less  labour,  or  which  abridg-c  the 
process,  so  tJtiat  the  capital  employed  needs  not  be  advanced  for  i^olonx'  b 
time,  lessen  ihecost  of  production  of  the  commodity-  As,  however,  v^lug 
js  relalivg  ;  if  inventions  and  improvements  in  production  were  macfem 
fil  commodities,  and  all  in  the  same  degree,  there  would  he  no  alteration 
in  values.  Things  would  continue  to  exchange  for  each  oiher  at  the 
same  rates  as  before  ;  and  mankind  would  obtain  a  greater  quantity  of  all 
things  In  return  for  their  labour andabstinence,  without  having  thatgreater 
abundance  measured  and  declared  (as  it  i*  when  ti  affects  only  one  thing) 
by  the  diminished  exchange  value  of  the  commodity. 

As  foil x*riceSj  in  these  ciicumstancea  thev  would  be  affected  or  not, 
accordinj;  as  tlie  improvements  in  prodiictiogi  dJtti  or  ttid  not  exTgltd-to  the 
precious  metals.  If  the  materials  of  money  were  an  exception  to  the 
general  diminution  of  cost  of  produclion,  the  values  of  all  other  things 
would  fall  in  relation  to  money,  that  is,  there  would  be  a  fall  of  general 
prices  throughout  ihc  world.  But  if  money,  like  other  things,  and  in  the 
same  degree  as  other  things,  were  obtained  in  greater  abundance  and 
cheapness  prices  would  be  no  more  affected  than  values  would  ;  and 
there  would  be  no  visible  sign,  in  the  st.ite  of  the  markets,  of  any  of  the 
changes  which  had  taken  place  ;  except  that  there  would  be  {if  people 
continued  to  labour  as  much  as  before)  a  greater  quantity  of  all  sorts 
of  commodities,  circuJaied  at  the  saute  prices  by  a  greater  quantity  of 
money. 

Improvements  in  production  are  not  the  only  circumstance  accompany' 
iag  the  progress  of  industry  which  lends  to  diminish  the  cost  of  pttiduc- 
ia^fi  or  «t  least  of  obtaiiung»  commodities,    Annrh.»r  rltK^^mftiance  is  the 


extends,  and  the  ignorant  attempts  to  restrain  it  by  tariffs  become  obsolete, 
commodities  tend  more  and  mote  to  be  produced  in  the  places  in  which 
Uicir  productton  can  be  carried  on  at  tne  least  expense  of  labour  and 
capttw  to  mankind.  As  civiliiatiou  spreads  ^i""^  security  of  {person  and 
pitHieny  becomes  esttbUsfaed,  io  parts  if  the  v-xttiA  which  h.\\-e  not  hitherto 
luil  that  advantan  tlw  productive  capabilities  of  those  places  are  called 
into  fuUer  actmcff  Mr  the  bccwfit  both  of  their  own  iooabitants  and  of 
foreitCDen.  The  tgBoiance  and  mii^xTrnmcit  in  which  many  of  the 
Kfrwos  iHrt^a  tt^-nuitd  by  natuie  ate  still  groxxlhn^.  afionil  wwfc.  iHol«ablv. 
f.^rmt  onsb«fon  those  couauics  wilt  be  raised  even  to  the 

Qi  tbt  taoM  ovitind  ptpn  «f  Swqpc    Moch  wiU  also 
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depend  on  the  increasing  mit.'ralioii  of  labour  and  capital  to  unaccupjed 
parts  of  the  earth,  of  wliicli  the  sol],  climate,  and  situation  arc 
found,  by  the  ample  means  of  exploration  now  possessed,  to  promise 
not  only  a  larpe  return  to  industry,  but  great  facilities  of  producing 
commodities  suited  to  the  markets  of  old  countries.  Much  as  the  col- 
lective industry  of  the  eanh  is  likely  to  be  increased  in  efficiency  by  the 
extension  of  science  and  of  the  industrial  arts,  a  still  more  active  source 
of  increased  cheapne&s  of  production  will  be  found,  probably,  for  some 
time  to  corae.  in  the  gradually  unfolding  consequences  of  Free  Trade, 
and  in  the  increasing  scale  on  which  Emigration  and  Colonization  will  be 
carried  on. 

From  the  caases  now  enumerated,  unless  counteracted  by  others,  the 
progress  ot"  things  enahlgs  a  country  to  obtain  at  less  and  less  of  real  cost, 
^gt,  only  its  own  pixjductlons  but  those  of  foreign  countries.  Indeed, 
Whatever  diinlii'shts  the  ci^st  of  its  own  joroducuons,  when  of  an  exportable 
character,  ennljles  it,  as  we  have  already  seen,  to  obtain  its  imports  at 
less  leali  cost. 

the  progress  of  wealth  and  industry  no  edec:  in  regard  to  cost  of  produc- 
tion, but  to  diminish  it?  Are  no  causes  of  an  opposite  character  brought 
into  operation  by  the  same  progress,  sufficient  in  some  cases  not  only  to 
neutralize  but  to  overcome  the  former,  and  convert  the  descending  move- 
ment of  cost  of  production  into  an  ascending  movement?  We  are 
aheady  aware  that  there  are  such  reuses,  and  that,  in  the  case  of  t"he  most" 
imE£rtanT"Cta!!SC3  ufxommoduiua,  food  and  materials,  there  is  a  tendency 
diamcrncally  oppciTirj  to  ihat  of  which  we  have  been  speaking. '  Jho 
C6st  of  productioi:  'f  il.r;^!;  cpmnjodlties  tends  to  increase. 
This  ]s  hot  a  property  inherent  In  the  commodities  themselves.     If 

Eopulation  were  stationary,  and  the  produce  of  the  eanh  never  needed  to 
e  augmented  in  quantity,  there  would  be  no  cause  for  greater  cost  of  pro- 
duction. Mankind  would,  on  the  contrary,  have  the  full  benefit  of  all 
improvenfienta  in  agriculture,  or  In  the  arts  subsidiary  to  it,  and  there 
would  be  no  difference,  in  this  respect,  between  the  products  of  afrricul- 
ture  and  those  of  manufactures.  The  former,  indeed,  so  far  as  present 
foresight  can  extend,  does  not  seem  to  be  susceptible  of  improved  pro- 
cesses to  so  great  a  degree  as  some  branches  of  manufacture  ;  but  inven-* 
tions  may  be  in  reserve  for  the  future,  which  may  invert  this  relation. 
The  only  products  of  industry  which,  if  population  did  not  increase, 
would  be  liable  to  a  real  increase  of  cost  of  production,  are  those  which, 
depending  on  a  material  which  is  not  renewed,  are  either  wholly  or 
partially  exhaustible  :  such  as  coal,  and  most  if  not  all  metals  ;  for  even 
iron,  the  most  abundant  as  well  as  most  useful  of  metallic  products,  which 
forms  an  ingredient  of  most  minerals  and  of  almost  all  rocks,  is  sus- 
ceptible of  exhaustion  so  far  as  regards  its  richest  and  most  tractable 
ores. 

When,  however,  popiil.in'un  lucre.t'^e?,  as  it  has  never  yet  failed-todo 
when  the  incTE^sS'Of  inrliistry  and  of  the  means  of  subsistence  makes 
rBom  n>r  it,  tlic  demand  for  most  of  the  productions  of  the  earth,  and  par- 
Cituiarly  for  food,  increases  in  a  corresponding  proportion.  And  then 
comes  into  cfTcct  that  fundamentaUaw  of  production  from  the  soil,  on  which 
tre-have  5o  frequently  had  occasion  to  expatiate ;  the  law  that  increased 
labcmr,  in  any  yiven  state  of  ajrricultural  skill,  is  attended  with  a  lesi  than 
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proportional  increase  of  produce.    The  c«t  of  prodnction  of  ihe  fruits  of 
the  earth  increases,  caUrii  p,irib%Ut  whh  emr  increase  of  the  demand. 

No  lendengr  of  a  like  kind  ensts  whh  reroeg  to  """'**"1ffirf!  ^rt'"-\t^ 
The  IrfhJirtCy  ft  In  TTte  coh^rary"aTfeef!ft!i. '    flic  larger  the  scale  on  which 

manu^^ctohag  opcr^ans  arc  carried  on,  the  ~mnri^  ^Jy^jiTy  iHqy  can  in 
ifcncral  be  performed,  Mr.  Senior  has  gone  the  length  of  enunciating  as 
an  inherent  taw  of  manufacturing-  industry,  that  in  it  increased  production 
lakes  place  at  a  smaller  cost,  while  in  agricultural  industrj'  increased  prfl- 
duciion  takes  place  at  a  greater  cost  Icannor  think,  however,  that  even 
in  manufactures,  increased  cheapness  follows  increa^^cd  production  by 
anything  amounting  to  a  law.  It  is  a  probable  and  usoal,  but  not  a  neces* 
sary,  consequence. 
^ftft  HI""' I '^yn'ih  ^"^"■•''^•'''•i  depend  for  l"  ■      :  :i)frt- 

e^  or  mmtqg  <^r  thf  spnntAnRfins  pn  ;^  lur- 

dustry  is  subject,  in  respect  of  one  of  ii^  ci>^n[ial-^  to  the  same  law 
kulture.  Itui  the  crude  material  frenerally  fonns  so  small  a  portion 
e  total  cost,  that  any  tendency  which  may  exist  to  a  progressive  in- 
crease in  that  single  item,  is  much  overbalanced  by  ihc  diminution  con- 
tinually taking  place  in  aU  the  other  elements  ;  to  which  diminution  it  it 
impossible  at  present  to  assign  any  limit. 

The  tendency,  then,  being  to  a  perpetual  increase  of  the  productive 
power  of  labour  in  manufactures,  while  in  agriculture  and  mining  there  is 
a  conflict  between  two  tendencies,  the  one  towards  an  increase  of  pixi- 
ditctive  power,  the  other  towards  a  diminution  of  it,  the  cost  of  produc- 
tion being  lessened  by  every  improvement  in  tlic  process,  and  augmented 
by  every  addition  to  population  :  it  follows  thai  the  exchange  values  of 
manufactured  articles,  compared  with  tlie  products  of  agriculture  and  of 
Imincs,  have,  as  population  and  industry  advance,  a  certain  and  decided 
iltcndency  to  fall.    Money  being  a  product  of  mines,  it  may  also  be  laid 
jjdawn  as  a  rule,  that  manufactured  articles  tend,  as  society  advances,  to 
(pll  in  money  price.    The  iniiusirial  history  of  modem  nations,  cspectall/ 
'curing  the  last  hundred  years,  fully  bears  ur.t  i   ' 

§  3.  '^'hclbcr  agricultural  produce  incr^  : 
gomparativc  co5t  of  pniV    ■      .    '.  i.  n' 
anlai,M>nisllc  Hgciicies,  inin  .■•■■■■■w..'- 

UirafskilL     In  some,  perlLija  m  un.^i.  ii.iLt-j 

Iwhfije  surface  of  the  earth)  both  agricultural  skill  and  population  are 
cither  stationarj',  or  increase  very  slowly,  and  the  cost  of  production  of 
,  food,  therefore,  is  ncnrly  stationary.  In  a  society  which  is  advancing  in 
wealth,  population  generally  increases  faster  than  agricultural  skill,  and 
food  consequently  tends  to  become  more  costly  ;  but  there  arc  times  when 
n  strong  impulse  scis  in  towards  ajfricuUural  improvement.  Such  an 
impulse  has  shown  itself  in  Great  Bntain  during  the  last  fifteen  or  twenty 
years.  In  Knt^land  and  Scotland  agricultural  skill  hns  of  late  increased 
considerably  faster  than  population,  insomuch  that  food  and  other  agri- 
cultuml  produce,  notwithstanding  the  increase  of  people,  can  be  grown  at 
less  cost  than  ihey  were  thirty  years  ago  ;  and  the  abolition  of  the  Cora 
Laws  has  given  an  ailditional  stimulus  to  the  spirit  of  improvancnt.  In 
gnnie  other  countries,  and  particularly  in  France,  the  improvement  of 
jiiirirulturc  gains  ground  still  more  decidedly  upon  population,  because] 
though  .agriculture,  except  in  a  few  provinces,  advances  slowly,  population 
;rtlr.inres  still  more  slowly,  and  even  with  incrc.ising  rIowticss  ;  its  growth 
bcin^  kept  down,  not  by  povcvly,  which  is  dimin::ihing,  but  by  prudence. 


^:^emon. 
absolutg_  M  well  a| 


"-"-"'y  » 
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\yh;cti  of  ^^^e  t»ft  cnnflictinff  ^gcndfts  j^  yainjnff  jppn  the  other  at  any 

particular  Urn*-,  m'^i  h^  rnnj^'riiirAH  y{\\\^  \fi\frA\\\^,  flt;fiirary  frfiin  <he 
money  -prkr^  :A  .-j/i;-  .;li';rii  ;,  ili.t:  (sLippnRinff  million  nnt  ffi  vary 
nutenally  in  '.'.Lliit; ;,  [■jri">vifled  a  ;ii:ii-'ient  number  of  years  could  be  taken, 
to  fynn  aa  aversgc  inScpcndenc  of  die  HuclUiltions  of  seasons.  This,Tiow- 
ever,  U  hardly  pnicticaBle,  since  hit.  Tooke  has  shown  ihat  even  so  long 
a  period  as  half  a  century  may  include  a  much  greater  proporlioti  of 
abimdant  ami  a  smaller  of  deficient  seasons,  than  is  properly  due  to  it.  A 
mere  average,  theiefore,  might  lead  to  conclusions  only  the  more  mislead- 
ing, for  their  deceptive  semblance  of  accuracy.  There  woidd  be  less 
danger  of  error  in  taking  the  averag^e  of  only  a  smail  number  of  years, 
and  correctin;^  it  by  a  conjectural  iillowance  for  the  character  of  tlie 
seasons,  than  m  trLisling"  to  a  louger  average  wiUiont  any  sucll  correction. 
It  is  hardly  necessary  to  add,  th.it  in  founding  conclusions  on  quoted 
prices,  allowance  must  also  be  made  as  far  as  possible  for  any  changes  in 
llic  general  exchange  value  of  tlie  precious  raetals. 

§  4.  Thus  fnr,  of  the  effect  of  the  progress  of  society  pn  the  permanent 
or  average  values  and  prices  of  cumiiiodities.  It_remaili4 JQ.bc  JUJli- 
sidered,  in  what  manner  the  snine  pioi;rcs5  .TtTects  their  fluciuaiions. 
CgUfifii:::.:..,  !l  ■-  .mss-.^-.-  lu  lliii  ijucifiu)!  thciC  C.iU  be  Ihj  duiilit,       ll    ifiuls 

injLixiy  .1)1^^11  (Ic-iii-!  ui  iliinuiiih  iheni. 

In  poor  and  backward  societies,  as  in  the  East,  and  in  Europe  during 
the  middle  ages,  extraordinary  differences  in  the  price  of  the  same  com- 
modity might  exist  in  places  not  very  distant  from  each  other,  because  the 
"Hant  of  roads  and  canals,  the  inipcncctlon  of  marine  navigation,  and  the 
insecurity  of  communications  generally,  prevented  things  from  being 
transported  from  the  places  where  they  were  cheap  to  those  where  Ihey 
were  dear.  The  things  most  liable  to  fluctuations  in  value,  those  directly 
influenced  by  the  seasons,  and  especially  food,  were  seldom  carried  to  any 
great  distances.  Each  locality  clepec:ded,  as  a  general  rule,  on  its  own 
produce  and  that  of  its  immediate  neighbourhood.  In  most  years, 
accordingly,  there  was,  in  some  part  or  other  of  any  large  cuuntry,  a  real 
dearth.  Almost  every  seasan  must  be  unpropilious  to  some  amcing^  the 
many  soils  and  climates  to  be  found  in  an  extensive  tract  of  country  ;  but 
as  the  same  season  is  also  in  general  more  than  ordinarily  favour.ible  to 
others,  it  is  only  occasionally  that  the  aggregate  produce  of  the  whole 
country  is  deficient,  and  even  then  in  a  less  degree  than  that  of  many 
separate  portions  ;  wliile  a  deficiency,  at  all  considerable,  extending  to  the 
whole  world,  is  a  thing  almost  unknown.  In  modem  times,  therefore, 
there  is  only  dearth,  where  there  formerly  would  have  been  famine,  and 
sufficiency  everywhere  when  anciently  tliere  would  have  been  scarcity  in 
sonic  places  and  superlluity  in  others. 

The  same  change  has  taken  place  with  respect  to  all  otlicr  articles  of 
commerce.  The  safety  and  cheapness  of  cominunications,  which  enable 
^_ile£cic(Lcy  in  one  jilace  to  be  supplied  from  the  surplus  of  another,  at  a 
moc^praift  an  even  a  small  advance  on  the  ordinary  price,  render  the  fluc- 
tuations of  prices  much  le&s  extreme  than  formerly.  This  effect  is  much 
promoted  by  tlie  existence  of  large  cipitaU,  belonging  to  what  arc  called 
speculative  merchants,  whose  business  it  Is  to  buy  goods  in  order  to  resell 
them  at  a  profit.  These  dealers  naturally  buying  things  when  they  are 
cheapest,  and  storing  ihcm  up  to  be  brought  again  into  the  market  when 
the  price  has  become  unusually  Iiigh  ;  the  tendency  of  their  oper.itions  is 
to  equalize  price,  or  at  least  to  moderate  its  inequalities.    The  prices  ci£ 
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tilings  iire  neiiher  sti  much  depressed  at  one  time,  nor  so  much  raised  at 
niioili'"*  ""^  t!w'  :\v.iii,i  lie  if  speculative  dealers  dii  i-'t  ^yi^t. 

SjK  lire,  have  a  liighty  useful  i.e  economy  of 

sotiet;  ,  . :  _i         .:;/ to  common  opinion)  the  :v'    1  ponion  of  the 

class  arc"  those  whospcculateincommodiiiesanecied  ''y  ihf  vi'''"?'rhii*i  "f 
sfcasons.  If  tliere  were  no  corn  tleaters.  not  bnly  would  ihc  price  of  corn 
tit  liable  to  variations  much  more  extreme  than  at  present,  but  in  a 
deficient  season  the  necessary  supplies  might  not  be  forthcoming  nt  all. 
Unless  there  were  speculators  in  com,  or  unless,  in  default  of  dealers,  the 
farmers  became  speculators,  the  price  in  a  season  of  abundance  would  fa!l 
without  any  limit  or  check,  except  the  wasteful  consumption  that  would 
invariably  follow.  That  any  part  of  the  surplus  of  one  year  remains  to 
supply  tlie  deficiency  of  another,  is  owing  either  lo  farmers  who  withhold 
corn  from  the  maiket,  or  to  dealers  who  buy.it  when  at  the  cheapest  and 
lay  it  up  in  store. 

§  5.  Among  persons  who  have  not  much  considered  the  subject,  there 
is  a  notion  that  the  gains  of  speculators  are  often  made  by  causing  an 
artificial  scarcity  ;  that  they  create  a  high  price  by  their  own  purchases, 
and  then  profit  by  it.  This  may  easily  be  shown  lo  be  fallacious.  If  a 
com-dealcr  makes  purchases  on  speculation,  and  produces  a  rise,  when 
there  is  neither  at  the  time  nor  afterwards  any  cause  for  a  rise  of  price 
except  his  own  proceedings  ;  he  no  doubt  appears  to  grow  richer  as  long 
as  Ills  purchases  continue,  because  he  is  a  holder  of  an  article  which  is 
quoted  at  a  higher  and  higher  price  :  but  this  apparent  gain  only  seems 
within  his  reach  so  long  as  he  does  not  attempt  lo  realize  it.  If  he  has 
bought,  for  instance,  a  million  of  quarters,  and  by  withholding  them  from 
the  market,  has  raised  the  price  ten  shillings  a  quarter  ;  just  so  much  as 
the  price  has  been  raised  by  witlidrawing  a  million  quarters,  will  it  be 
lowered  by  bringing  them  back,  and  the  best  that  he  can  hope  is  that  he 
will  Icjse  nothing  except  interest  and  his  expenses.  If  by  a  gradual  and 
cautious  sale  he  is  able  to  realize,  on  some  portion  of  his  stores,  a  part  of 
the  increased  price,  so  also  he  will  undoubtedly  have  had  to  pay  a  part  of 
that  price  on  some  portion  of  his  purchases.  He  runs  considerable  risk  of 
incurring  a  still  greater  loss  ;  for  the  temporary  high  price  ts  ver>'  likely 
to  have  tempted  others,  who  had  no  share  in  causing  it,  and  who  might 
otlienvise  not  have  found  their  way  to  this  market  at  all,  to  bring  their 
corn  there,  and  intercept  a  part  of  the  advantage.  So  that  instead  of 
profiting  by  a  scarcity  caused  by  hiinsdf.lic  is  by  no  means  unlikely,  after 
buying  in  an  average  maricet,  to  be  forced  to  sett  in  a  superabundant 
one. 

As  fin  individual  speculator  cannot  gain  by  a  rise  of  price  rolcly  of  his 
own  creating,  so  neilKcr  ran  a  number  of  speculators  gain  collectively  by 
a  rise,  which  their  operations  have  artificially  produced.  Some  among  a 
number  of  speculators  may  gain,  by  superior  jttdgnient  in  selecting  the 
lime  for  rvalising,  but  they  make  this  gain  at  the  expense,  not  of  the  con- 
sumer, but  of  the  other  speculators  who  are  less  judicious.  They,  in  fact, 
convcil  to  their  own  benefit  the  high  price  produced  by  the  speculations 
of  the  others,  leaving  to  these  the  loss  resulting  from  the  recoil.  It  is  not 
lo  be  denied,  therefore,  that  speculators  may  enrich  ilicmsclvcs  by  other 
people's  loss.  Hut  it  is  by  the  losses  of  other  speculators.  As  much  must 
have  been  lost  by  one  set  of  dealers  as  is  gained  by  another  set 

When  a  speculation  in  a  commodity  proves  profitable  to  the  speculators 

'  6ody,  it  is  because  in  the  iuter\-at  between  their  buying  and  reselling, 
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the  price  rises  from  some  cause  independent  of  them,  tlicir  only  con- 
nexion witli  it  consisting'  in  having  foreseen  it.  In  this  case,  iheir 
purchases  make  the  price  beyin  to  rise  sooner  tlian  it  oiheiwise  wouMdc, 
thus  spveadingf  the  privaiioii  of  Ihe  consumei-i!  over  a  Imiger  period,  but 
mitigating  it  at  the  lime  of  its  greatest  height :  evidently  10  the  general 
advantage.  In  this,  however,  it  is  assumed  that  they  have  not  ovcrraied 
tlic  rise  which  tlicy  looked  forward  to.  For  it  often  happens  that  specula- 
live  purchases  are  made  in  ihe  t-xpeclalton  of  some  increase  of  demand, 
or  de6ciency  ofsuppiy,  which  after  all  docs  not  occur,  or  not  to  theextcnt 
which  the  speculaior  expected.  In  ihat  case  the  speculation,  instead  of 
moderating  titicmations,  has  caused  a  fiucttiation  of  price  which  otherwise 
would  not  have  happened,  or  aggravated  one  which  wnild.  IJut  in  that 
case  the  speculation  is  a  losing  one,  lo  the  specuJaturs  coJlcctivcty,  how- 
ever niudi  some  individuals  may  gain  by  It.  All  that  part  of  the  rise  of 
price  by  which  it  exceeds  what  there  are  independent  grounds  for,  cannot 
g:ive  to  the  speculators  as  a  body  any  beneiit,  since  Ihe  price  is  as  much 
depressed  by  their  sales  as  it  was  raised  by  their  purchases  ;  and  while 
Ihcy  gain  nothing  by  it,  they  lose,  not  only  their  trouble  and  expenses, 
but  almost  always  much  more,  ttiroujili  the  elTecis  incident  to  the  artificial 
rise  of  price,  In  checking'  consumption,  and  bringing  forward  supplies  from 
unftjreseen  quarters.  T'  ;  <  ,  '  ;  ,  iIk-icAiii:,  if  speculative  dealers, 
«e_Useliii-toaha-piibl;  iiLiIfit.-  :->  iliem-ielves  ;  and  though 

tncyaresontetime*  intiti  i^^^  *>■  ui^.  i^ubiic,  by  Jieiiihtcnnii;  the  ftuctuations 
ivliicli  theur  more  usual  office  is  Lo  alleviate,  yet  whenever  this  happens  the 
^pernlators  aj:e  LliC_^teal£^  losers.  The  interest,  in  sliort,  of  tlie  specu- 
lliLori  .!s  .L  body,  coincides  with  the  interest  of  the  public  ;  and  as  they 
cii[i  only  fail  to  serve  the  public  interest  in  proportion  as  they  miss  their 
Own,  the  best  way  to  promote  the  one  is  to  leave  them  to  pursue  the  other 
in  perfect  freedom. 

I_dQ  not  flfnir  '*""*  ^j"''-"'-*""  "-)■  Ap.prrai,-al&  a.  //}^;i^  frai'"'"^-  ''^ 
collectmg  corn  from  the  villages  to  s.upply  the  towns,  they  make  the 
dearth  penetrate  into  nooks  and  comers  which  might  otherwise  have 
escaped  from  bearing  their  share  of  it.  To  buy  and  resell  in  tlie  same 
place,  lends  to  alievlalc  scarcity  ;  to  buy  in  one  place  and  resell  in 
another,  m.iy  increase  it  in  the  former  of  ihe  two  places,  but  relieves  it  in 
the  latter,  where  the  price  is  higher,  and  wliich  therefore,  hy  the  very  sup- 
position, is  likely  to  be  sutfering  more,  And  these  sufferings  always  fall 
hardest  on  the  poorest  consumers,  since  the  rich,  by  outbidding,  can 
obtain  their  accustomed  ration  undiminished  if  they  choose.  To  no 
persons,  therefore,  are  the  nperations  of  corn-dealers  on  the  whole  so 
be]iefici,ii  as  to  ihe  poor.  Accidentally  and  excepiionaliy,  the  poor  may 
suffer  from  thcni  :  it  might  sometimes  be  more  adv.intagcous  to  [he  rural 
poor  to  have  corn  cheap  in  winter,  when  they  are  entirely  dependent  on 
it,  even  if  the  consequence  were  a  dearth  in  spring,  when  they  can  perhaps 
obtain  partial  substitutes.  Hut  there  are  no  substitutes,  procurable  at 
that  season,  which  serve  in  any  great  degree  to  replace  bread-corn  as  the 
chief  article  of  food :  if  there  were,  its  price  would  fall  in  the  spring, 
insiend  of  continuing,  as  it  always  docs,  to  rise  till  the  approach  of 
harvest. 

There  is  an  opposiiioo  of  immediate  interest,  at  the  moment  of  sale, 
between  the  dealer  in  corn  and  the  consumer,  as  there  alwnys  is  between 
the  seller  and  the  buyer :  and  a  time  of  dearth  being  that  in  which  th« 
speculator  makes  his  largest  profits,  he  is  an  object  of  dislike  a.\\<iY^'ARwa.-^ 
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at  that  time,  to  tliose  who  are  sulTcring  while  he  is  gaining.     It  is  an  error, 

however,  to  suppose  that  the  corn-dealer's  business  affords  him  anyextra- 
ordin.nry  profit  i  he  makes  his  gains  not  constantly,  but  at  particular 
tinips,  .ind  tltey  must  therefore  occasionally  be  gi-eal,  but  the  chances  of 
profit  in  a  business  in  which  there  is  so  much  competition,  cannot  on  the 
whole  be  jfrcatcr  than  in  other  employments.  A  year  of  scarcity,  in  which 
jfrcat  gains  are  made  by  corn-dealers,  rarely  comes  to  an  end  without  a 
recoil  which  pl.ices  many  of  them  in  tlie  list  of  bankrupts.  There  have 
been  few  more  promising  seasons  forcorii-dea.lers  than  tlie  year  1847,  and 
seldom  was  there  a  greater  break-up  ainong  the  speculators  than  in  the 
autLinin  of  that  year.  The  chances  of  faihire,  in  this  most  precarious 
trade,  arc  a  sct-otf  against  great  occasional  profits.  If  the  corn-dealer 
were  to  sell  his  stores,  during  a  dearth,  at  a  lower  price  than  that  which 
the  competition  of  the  consumers  assigns  to  him,  he  would  make  a 
sacrifice,  lo  charity  or  philanthropy,  of  the  fair  profits  of  his  employment, 
which  may  he  quite  as  reasoiiiibly  required  from  any  other  person  of  equal 
means.  His  business  being  a  useful  one,  it  is  the  interest  of  the  public 
that  the  ordinary  motives  should  exist  for  carrying  it  on,  and  that  neither 
law  nor  opinion  should  prevent  an  operation  beneficial  to  the  public  from 
iseing  attended  widi  its  much  private  advantage  as  is  compatible  with  full 
and  free  couipelilion. 

It  appears,  then,  iliat  the  fluctuations  of  values  aml_prices  arising  from 
varTatmns  of  supjily,  or  (mw  alteuitinus  Ju  real  (as.  oistTnguIslhea  from 
specuTaiive)  dcnKiml,  ni.-iy  iir  cNpfctcd  10  become  moW. moderate  as 
saci et^JUivaaces.  Willi  jL-y.ml  lo  those  which  arise  from  mlscaTciiTation, 
and  c^cclally  from  the  alternations  of  undue  expansion  and  excessive 
contraction  of  credit,  wliich  occupy  90  conspicuous  a  place  among  com- 
mercUl  phenomena,  the  s-ime  thing  cannot  be  affu-med  with  equal  con- 
fidence. Such  vicissitudes,  beginning  with  irrational  speculation  and 
ending  with  a  commertial  crisis,  have  not  hitherto  become  either  less 
frccjuent  or  less  violent  with  the  growth  of  capital  and  extension  of 
industry.  Rather  they  may  be  said  lo  have  become  more  so  :  in  conse- 
quence, as  is  often  said,  of  increased  competition  ;  but,  as  I  prefer  to  say, 
of  a  lew  r.'\ie  of  profits  and  interest,  which  makes  capitalists  dissatisfied 
with  the  ordinar)'  course  of  safe  mercantile  gains.  The  connexion  of  this 
!ow  mte  of  profit  with  the  advance  of  population  and  accumulation,  is  one 
of  the  points  to  be  illustrated  in  the  ensuing  chapters. 


CHAPTER  11  r. 

INrtUENCE  OF  THE  PROGRK.SS   OF    INDUSTRY    AND   rOPUI^\TIOK,   OH 
RENTS,   PROFITS,   AND   WAGES. 

5  1.  CoNTlNV'iNfi  the  inquiry  into  the  naiureof  the  economical  changes 
taking  place  in  a  society  which  is  in  a  state  of  industrial  progress,  wb 
shall  ne.xt  consider  what  is  the  cllect  of  that  progress  on  the  distribution 
of  the  produce  ainong  the  various  classes  which  share  in  it.  We  may 
confine  our  attention  to  the  system  of  distribution  which  is  the  most 
complex,  and  which  virtually  includes  all  others— that  in  which  the 
'ace  of  iiLirmfaclures  is  shared  between  two  classes,  labourers  and 
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rapi(nli5ts,  and    ilie    produce   of  agriculture  atuong    three,  labourers, 
capitalists,  and  landlords. 

The  cbaracteristic  features  of  what  is  commonly  meant  by  industrial 
progress,  resolve  themselves  mainly  into  three,  increase  of  capital,  increase 
of  popufaiion,  and  improvements  in  production  ;  understanding  the  last 
expression  in  its  widest  sense,  to  include  the  process  of  procuring  com- 
modities from  a  distance,  as  well  as  that  of  producing  tlicm,  The  other 
changes  whicb  take  place  are  chieily  consequences  of  these ;  as,  for 
example,  the  tendency  to  a  progressive  increase  of  the  cost  of  production 
of  food  ;  which  arises  from  an  increaiied  demand,  occasioned  cither  hy 
increased  population,  or  by  an  increase  of  capital  and  wages,  enabling  the 
poorer  classes  to  increase  their  consumption.  It  will  be  convenient  to 
set  out  by  considering  each  nf  the  three  causes,  as  operating  separately ; 
after  which  we  can  suppose  them  combined  in  any  manner  we  think  fit. 

Let  us  first  suppose  that  population  increases,  capital  and  the  arts  of 
production  reniainmg  slationary.  One  of  the  elTects  of  this  change  of 
circumstances  is  sufficiently  obvious  ;  wages  will  fall  ;  the  labouring  class 
ivill  be  reduced  to  an  inferior  condition.  The  state  of  the  capitalist,  on 
the  contrary,  will  be  improved.  With  the  same  capit.il,  he  cm  purchase 
more  labour,  and  obtain  more  produce.  His  rate  of  prolit  is  increased. 
The  dependence  of  the  rate  of  profits  on  the  cost  of  labour  is  bei  e  verified ; 
for  the  labourer  obtaining  a  diminished  quantity  of  commodities,  and  no 
alteration  being  supposed  in  the  circumstances  of  their  production,  the 
diininislied  cjuantily  represents  a  diminished  cost.  The  labourer  obtains 
not  only  a  smaller  real  reward,  but  the  product  of  a  smaller  quantity  of 
labour.  The  first  circumstance  is  the  important  one  to  himself,  the  last 
lo  his  employer. 

Nothing  lias  occurred,  thus  far,  to  affect  in  any  way  the  value  of  any 
commodity :  and  no  reason,  therefore,  has  yet  shown  itself,  why  rent 
should  be  either  raised  or  lowered.  Rut  if  wc  look  forward  another  stage 
in  the  series  of  eJTects,  we  may  see  our  way  to  such  a  consequence.  The 
labourers  have  increased  in  numbers  :  tlieir  condition  is  reduced  in  the 
same  proportion  ;  the  increased  numbers  divide  among  them  only  the 
produce  of  the  same  .imoimt  of  labour  as  before.  But  they  may  economize 
tn  their  other  comforts,  and  not  in  their  food  :  each  may  consume  as  much 
foijtl,  and  of  as  costly  a  quality,  as  previously  ;  or  ihcy  may  submit  to  a 
reduction,  but  not  in  proportion  to  the  increase  of  numbers.  On  this  stip- 
posilion,  notwithstanding  the  diminution  of  real  wages,  the  increased 
populntinin  will  require  an  increased  quantity  of  food.  IJut  since  industrial 
skill  and  knowledge  are  supposed  to  be  stationary,  more  fuod  can  only  be 
obtained  by  resorting  to  worse  land,  or  to  methods  of  cultivation  which, 
are  leas  productive  in  proportion  to  the  outlay.  Capital  for  this  extension 
of  agriculture  will  not  be  wanting  ;  for  although,  by  hypothesis,  no  addition 
takes  place  to  the  capital  inexislencc.a  sufficient  amount  can  besp.ared  from 
the  industry  which  previously  supplied  the  other  and  less  pressing  wants 
which  the  labourers  have  been  obliged  to  curtail.  The  additional  supply 
of  food,  therefore,  will  be  produced,  but  produced  at  a  greater  cost ;  and 
the  exchange valueofagriculttiral  produce  must  rise.  It  maybe  objected, 
that  profits  having  risen,  the  extra  cost  of  producing  food  can  be  defrayed 
from  profits,  without  any  increase  of  price.  It  could,  undoubtedly,  but  it 
will  aot.  Why?  Because  if  it  did,  the  agricidtunst  would  be  placed  in 
an  inferior  position  to  other  capitalists.  The  increase  of  profits,  being  the 
effect  of  diminished  wages,  is  common  to  all  employers  of  labour.    The 


47* 


INFLUENCE  OP  SOCIETY  ON  PRODUCTION,  ETC. 


increased  expenses,  .irising  from  ihc  necessity  of  a  more  costly  cullivaiion, 
aficct  the  agncultiirist  alone.  For  this  peculiar  huriheii  he  mus:  be 
peculiarly  compensated,  whether  the  general  rate  of  profit  be  lii^h  or  low. 
He  will  not  submit  indefinitely  to  a  deduction  from  his  profits,  to  which 
other  capitalists  arc  not  subject.  He  will  not  extend  his  cultivation  by 
laying  out  fresh  capital,  unless  for  a  return  sufficient  to  yield  him  as  high 
a  profit  35  could  be  obtained  by  the  same  capital  in  other  investments. 
The  vaUie,  therefore,  of  liiscoimnodity  will  rise, and  rise  in  proportion  to  the 
increased  cost.  The  fanner  will  thus  be  indemnified  for  the  burthen 
which  is  peculiar  to  himself,  and  will  also  enjoy  the  auj^menled  rate  of 
profit  which  is  common  to  all  capitalists. 

It  follows,  from  principles  with  which  we  are  already  familiar,  (hat  in 
these  circumstances  rent  will  rise.  Any  land  can  afford  to  pay,  and  under 
free  competition  will  pay,  a  rent  equal  to  the  excess  of  its  produce  above 
tiie  return  to  an  equal  capital  on  the  worst  land,  or  under  the  least 
favourable  conditions.  Whenever,  therefore,  agriculittre  is  driven  to 
descend  to  worse  land,  or  more  onerous  processes,  rent  rises.  Its  rise  will  be 
twofold,  for,  in  the  first  place,  rent  in  kind,  or  com  rent,  will  rise  ;  and  in 
(he  second,  since  the  value  of  agricultural  produce  has  also  risen,  rent, 
estimated  in  manufactured  or  foreign  commodities  (which  is  represented 
cherts  paribus  by  money  rent),  will  rise  still  more. 

The  steps  of  the  process  (if,  after  what  has  been  formerly  said,  it  is 
necessary  to  retrace  them)  arc  as  follows.  Corn  rises  in  price,  to  repay 
with  the  ordinary-  profit  the  capital  required  for  producing  additional  com 
on  worse  land  or  by  mare  costly  processes.  So  far  as  regards  this 
additional  com,  the  increased  price  is  but  an  equivalent  for  the  additional 
expense  ;  but  the  risCv  extending  to  nil  com,  aflfnrds  on  all,  except  the  last 
produced,  an  extra,  profit-  If  the  farmer  was  accustomed  to  produce  lOO 
quarters  of  wheat  at  40?.,  and  1 70  quarters  are  now  reqtured,  of  which  the 
last  twenty  cannot  be  produced  under  4;^.,  he  obtains  the  extra  five 
shillings  on  tlie  entire  120  quarters,  and  not  on  the  last  twenty  alone.  He 
has  thus  an  extra  25/.  beyond  the  ordinary  profits,  and  this,  in  a  state  of 
free  compelitlon,  he  will  not  be  able  to  retain.  He  cannot  however  bo 
compelled  to  give  it  up  lo  the  consumer,  since  a  less  price  than  455.  would 
be  inconsistent  with  the  production  of  the  Inst  twenty  quartei-s.  The  price, 
then,  will  remain  at  45.(.,  and  the  25/.  will  be  transferred  by  competition 
not  to  ihe  constimer  but  to  the  landlord.  A  rise  of  rent  is  therefore 
inevitably  consequent  on  an  increased  demand  for  ayriculliu-al  produce, 
when  unaccompanied  by  increased  facilities  for  its  production.  A  truth 
which,  after  this  final  illustratioji,  I  may  be  permitted  henceforth  to  take 
for  granted. 

The  new  element  now  introduced— an  increased  demand  for  food— 
besides  occasioning  an  increase  of  rent,  still  further  disturbs  the 
distribution  of  the  produce  between  capitalists  and  labourers.  The 
increase  of  population  will  have  diminished  the  reward  of  labour  ;  and  if 
its  cost  was  diminished  as  greatly  as  its  real  remuneration,  profits  will  be 
increased  by  the  full  amount.  If,  however,  the  increase  of  population 
leads  to  an  increased  production  of  food,  which  cannot  be  supplied  but  at 
an  enhanced  cost  of  production,  the  cost  of  labour  will  not  be  so  much 
diminished  as  the  real  reward  of  it,  and  profits,  therefore,  iv'll  not  be  so 
much  raised.  It  is  even  possible  tl1.1t  they  might  not  be  raised  at  all. 
The  labourers  may  previously  have  been  so  well  provided  for,  that  the 
wlrale  of  what  they  now  lose  may  be  struck  olT  from  their  other  indul- 
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jences,  and  they  may  not,  either  by  necessity  or  choice,  underg-o  any 
reduction  in  the  quantity  or  quality  of  their  food.  To  produce  the  food 
for  the  increased  number  may  be  allended  with  such  an  increase  oi 
expense,  that  wages,  though  reduced  in  (luantity,  may  represent  as  great 
ftt  cost,  may  be  the  product  of  as  much  L^boar,  as  before,  and  Uic  capiialisl 
may  not  be  at  all  benefited.  On  this  supposition  the  loss  lo  the  labourer 
is  partly  absorbed  in  the  additional  labour  required  for  producing  the 
last  instalment  of  agricultural  produce  ;  and  the  remainder  is  gained  by 
the  landlord,  the  only  sharer  who  always  benefits  by  an  increase  of 
population. 

§  2.  Let  us  now  reverse  our  hypothesis,  and,  instead  of  supposing 
capita!  stationary  and  population  advancing,  let  us  suppose  capital  ad- 
vancing- and  population  stationary  ;  the  facilities  of  production,  both 
natural  and  acquired,  being,  as  before,  unaltered.  The  real  wages  of 
labour,  instead  of  falling,  will  now  rise  ;  and  since  the  cost  of  production 
of  the  things  consumed  by  the  labourer  is  not  diminished,  this  rise  of 
wages  implies  an  ec^uivalcnt  increase  of  the  cost  of  labour,  and  diminution 
of  profits,  To  state  the  same  deduction  in  other  temis ;  the  labourers 
not  being  more  numerous,  and  the  productive  power  of  tiieir  labour  being 
only  the  same  as  before,  there  is  no  increase  of  the  produce  ;  the  increase 
of  wages,  tliierefore,  niust  be  at  the  charge  of  the  capitalists.  It  is  not 
impossible  that  the  cost  of  labour  miKht  be  increased  in  even  a  greater 
ratio  than  its  real  remuneration,  The  unproved  condition  of  the  labourers 
may  increase  the  demand  for  food.  The  labourers  may  have  been  so  ill 
off  before,  as  not  lo  have  food  enough  ;  and  may  now  consume  more  :  or 
they  may  choose  to  expend  their  increased  means  partly  or  wholly  in  a 
more  costly  quality  of  food,  requiring  mote  labour  and  more  land  ; 
wheat,  for  example,  instead  of  oats  or  potatoes.  This  extension  of  agri- 
culture implies,  as  usual,  a  greater  cost  of  production  and  a  higher  price, 
so  that,  besides  the  increase  of  the  cost  of  labour  arising  from  the  increase 
of  its  reward,  there  will  be  a  further  increase  {and  an  additional  fall  of 
profits)  from  the  increased  costhness  of  the  commodities  of  which  that 
reward  consists.  The  same  causes  will  produce  a  rise  of  rent.  What 
the  capitalists  lose,  above  what  the  labourers  gain,  is  partly  transferred 
to  the  landlord,  and  partly  swallowed  up  in  the  cost  of  growing  food  on 
worse  land  or  by  a  U'ss  productive  process. 

§  3.  Having  disposed  of  the  two  simple  cases,  an  increasing  popula- 
tion and  siationarj'  capital,  and  an  increasing  capital  and  stationary 
population,  we  arc  prepared  10  take  into  consideration  the  mixed  case,  in 
which  the  two  elements  of  expansion  are  combined,  both  population  and 
capital  increasing.  If  either  element  increases  faster  than  the  other,  the 
case  is  so  fur  assimilated  with  one  or  other  of  the  two  preceding:  we 
shall  suppose  them,  tlierefore,  to  increase  with  e<[ual  rapidity  ;  the  test  of 
equality  being,  thai  each  labourer  obtains  the  same  cnmmodities  as 
before,  and  the  same  quantity  of  those  commodities.  Let  us  examine 
what  will  be  the  effect,  on  rents  and  prctils,  of  this  double  progress. 

Population  having  increased,  without  any  falling  off  in  the  labourers' 
condition,  there  is  of  course  a  demand  for  more  food.  The  arts  of  pro- 
duction being  supposed  stationary-,  this  food  must  be  produced  at  an 
increased  cost.  To  compensate  tor  this  gre:iter  cost  of  the  additional 
food,  the  price  of  agricultural  produce  most  rise,  The  rise  extending 
over  the  whole  amount  of  food  produced,  though  the  increased  expenses 
'         '  '    increased  extra        "       ■    ■    • 
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competition,  is  transrerred  to  the  landlord.  Rent  vni\  rise,  both  in 
quantity  of  produce  and  in  cost ;  while  wag^cs,  licinj?  supposed  to  be  the 
same  in  nu.intity,  will  be  greater  in  cost.  The  labourer  ublaiuiri?  the 
same  amount  of  necessaries,  money  wages  have  risen  ;  and  as  ihe  rise  is 
common  to  all  branches  of  production,  the  capiralist  cannot  indemnify 
hiaxself  by  changinjj  his  employment,  and  the  loss  must  be  borne  by 
profits. 

It  appears  then,  that  the  tendency  of  an  increase  of  capital  and  popu- 
lation is  to  add  to  rent  at  the  expense  of  profits  :  thoDgh  rent  docs  not 
gain  all  that  profits  lose,  a  part  bcinji  absorbed  in  increased  expenses  of 
production,  that  is,  in  hiring  or  feeding  a  greater  number  of  labourers  to 
obtain  a  giveo  amount  of  agricuhural  produce.  By  profits,  must  of  course 
be  understood  the  ra/e  of  profit ;  for  a  lower  rate  of  profit  on  a  larger 
capital  may  yield  a  larger  gross  profit,  considered  absolutely,  though  a 
smaller  in  proportion  to  the  entire  produce. 

This  tendency  of  profits  to  fall,  is  from  time  to  time  counteracted  by 
improvements  in  production  :  whether  arising  from  increase  of  knowledge, 
or  from  an  increased  use  of  the  knowledge  already  possessed.  This  is  the 
third  of  the  three  elements,  the  effects  of  which  on  the  dlsti  ibulion  of  the 
produce  we  undertook  to  investigate  ;  and  the  investi^'ation  will  be  facili- 
tated by  supposing,  as  in  the  case  of  the  other  two  elements,  that  it 
operates,  in  the  first  instance,  alone. 

§  4.  Let  Ls  then  suppose  capital  and  population  stationary,  and  a 
sudden  improvement  made  in  the  arts  of  production  ;  by  the  invention  of 
more  efficient  machines,  or  less  costly  processes,  or  by  oblaiaing  access 
to  cheaper  commodities  through  foreign  trade. 

Tlie  improvement  may  either  be  in  some  of  the  necessaries  or  indul- 
gences which  enter  into  the  habitual  consumption  of  llic  labouring  class  ; 
or  it  may  be  applicable  only  to  hisuries  consimied  exclusively  by  richer 
people.  Very  few,  houever,  of  the  great  industrial  improvements  are 
altogether  of  this  last  description.  Agricultural  improvements,  except 
such  as  specially  relate  to  some  of  t^e  rarer  and  more  peculiar  products, 
act  directly  upon  the  principal  objects  of  the  laboiuer's  expenditure.  Tlic 
steam-engine,  and  eveiy  other  invention  whicli  affords  a  manageable 
power,  are  .applicable  to  all  things,  and  of  course  to  those  consumed  by 
the  labourer.  Even  the  power-loom  and  the  spinning-jenny,  though 
applied  to  the  most  delicate  fabrics,  are  available  r.o  less  for  the  coarse 
aiitons  and  woollens  worn  by  the  labouring  class.  All  improvements  in 
iocoraotion  cheapen  the  transport  of  necessaries  as  well  as  of  luxurici. 
Seldom  is  a  new  branch  of  trade  opened,  without,  either  directly  or  in 
some  indirect  way,  causing  some  of  the  articles  which  the  mass  of  the 
people  consume  to  be  eiiher  produced  or  imported  at  smaller  cost.  It 
may  safely  be  affirmed,  ihcrefoi-e,  that  improvements  in  production 
generally  tend  to  cheapen  the  commodities  on  which  the  wages  of  the 
labtniring  class  are  expended. 

In  so  far  as  the  commodities  aflTected  by  an  improvement  are  those 
which  the  labourers  n'enerally  do  not  consume,  the  improvemeiit  has  no 
effect  in  altering  the  distribution  of  the  produce.  Those  particular  com- 
modities, indeed,  arc  cheapened  ;  being  produced  at  less  cost,  they  fall  in 
value  and  in  jirice,  and  all  who  consume  them,  whether  landlords, 
capitalists,  or  skilled  and  privileged  labourers,  obtain  increased  means  ot 
enjoyment.  The  rate  of  profits,  however,  is  not  raised.  There  is  a  larger 
gross  profit,  i-eckuncd  in  quantity  of  commodhies.     IJut  the  capital  also, 
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if  estimated  in  those  commodities,  has  risen  in  value.  The  profit  is  the 
same  percentage  on  the  capital  that  it  was  before.  The  capitaUels  are 
not  benefited  as  caphatists,  hut  as  consumers.  The  landlords  and  the 
pi-ivileged  classes  of  labourers,  if  they  arc  consumers  of  the  same  com- 
modities, share  the  same  benefit. 

The  case  is  different  with  improvements  which  diminish  the  cost  of 
production  of  the  necessaries  of  life,  or  01  commodities  which  enter 
rabitualSy  into  the  consumption  of  the  great  mass  of  labourers.  The  play 
of  the  different  forces  being  here  rather  complex,  it  is  necessary  to  an.ilyie 
it  wiih  some  minuteness. 

As  formerly  observed,*  there  are  two  kinds  of  agricullnra!  improvemenls. 
Some  consist  in  a  mere  saving"  of  labour,  and  enable  a  given  quantiiy 
of  food  to  be  produced  at  less  cost,  but  not  on  a  smaller  surface  of  land 
than  before.  Others  enable  a  given  extent  of  land  to  yield  not  only  the 
same  produce  with  less  labour,  but  a  jtreater  produce  :  so  that  if  no 
greater  produce  is  required,  a  part  of  the  land  already  under  culture  may 
be  dispensed  with.  As  the  part  rejected  will  be  the  least  productive 
portion,  the  market  will  thenceforth  be  regulated  by  a  better  descrip-. 
tion  of  land  than  what  was  previously  the  worst  under  cultivation. 

To  place  the  effect  of  the  improvement  in  a  clear  ligrht,  we  must 
suppose  it  to  take  place  suddenly,  so  as  to  leave  no  time,  during  its 
introduction,  for  any  increase  of  capital  or  of  population.  Its  first 
effect  will  be  a  fall  of  the  value  and  price  of  agricultural  produce.  This 
is  a  necessary  consequence  of  eiLher  kind  of  improvement,  but  especially 
of  the  last. 

An  improvcincnl  ■uf  the  first  kind,  not  increasiny^  the  produce,  does  not 
dispense  with  any  portion  of  ihc  land  ;  the  margin  of  cultivation  (as  Dr. 
Clmlmers  terms  it,)  remains  where  it  was  ;  agriculture  does  not  recede, 
either  in  extent  of  cultivated  land,  or  in  elaborateness  of  methods  ;  and 
the  price  continues  to  be  regulated  by  the  same  land,  and  by  the  same 
capital,  as  before.  But  since  that  land  or  capital,  and  all  other  land  or 
capital  which  produces  food,  now  yields  its  produce  at  smaller  cost, 
the  price  of  food  will  fall  proportionally.  If  one-tenth  of  the  expense 
of  production  has  been  saved,  the  price  of  produce  will  fall  one- 
tenth. 

Hut  suppose  the  improvement  to  be  of  the  second  kind  ;  enabling 
the  land  to  produce,  not  only  the  same  corn  with  (ine-tenth  less  lahniir,  but 
a  tenth  more  com  with  the  snme  labour.  Here  the  effect  is  still  more 
decided.  Cultivation  can  now  be  contracted,  and  the  market  supplied 
from  a  smaller  quantity  of  land.  Even  if  this  smaller  surface  of  land  were 
of  the  same  average  qu.ility  as  the  larger  surface,  the  price  would  fall  one- 
lenlh,  because  the  same  produce  would  be  obtained  with  a  tenth  less 
labour.  But  since  the  portion  of  land  abandoned  will  be  tlie  least  fertile 
portion,  the  price  of  produce  will  thenceforth  he  regulated  by  a  better 
quality  of  'land  than  before.  In  addition,  therefore,  to  the  original 
diminution  of  one-tenth  in  the  cost  of  productiar,  there  will  be  a  further 
diminution,  corresponding  with  the  recession  of  the  'margin'  of  agri- 
culture to  land  of  greater  fertility.  There  will  thus  be  a  twofold  fall 
of  price. 

Let  us  now  examine  the  effect  of  the  Improvements,  thus  suddenly  made, 
on  the  division  of  the  produce  ;    and  in  the  first  place,  on  rent.    By  the 
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fomner  of  the  two  kinds  of  improvement,  -rent  would  be  diminished.  By 
the  second,  it  would  be  diminished  still  more. 

Suppose^that  the  demand  for  food  requires  the  cultivation  of  three 
qxialities  of  land,  yielding,  on  an  equal  surface,  and  at  au  equal  expense, 
loo,  So  and  60  bushels  of  wheat.  The  price  of  wheat  will,  on  the  average, 
be  just  sufficient  to  enable  the  third  quality  to  be  cultivated  with  the 
ordinary  profit.  The  first  quality  therefore  will  yield  forty  and  the  second 
twenty  bushels  of  extra  profit,  constituting  the  rent  of  the  landlord.  And 
first,  let  an  improvement  be  made,  which,  without  enabling  more  corn  to 
be  grown,  enables  the  same  corn  lo  be  grown  with  one-fourth  U-ss  labour. 
The  price  of  wheat  will  fall  one-fourth,  and  80  bushels  will  be  sold  for  the 
price  for  which  60  were  sold  before.  Hut  the  produce  of  ihe  land  which 
produces  60  bushels  is  still  required,  and  the  expenses  being  as  much  re- 
duced as  the  price,  that  land  can  still  be  cultivated  with  ihc  ordinary 
profit.  The  first  and  second  qualities  will  therefore  continue  lo  yield 
a  surplus  of  40  and  20  bushels,  and  cum  rent  will  remain  the  same  as 
before.  But  com  having  fallen  in  price  one-fourth,  the  same  corn  rent  is 
equivalent  to  a  fourth  less  of  money  and  of  all  other  commodities.  So 
far,  therefore,  as  the  landlord  expends  his  income  in  manufactured  or 
foreign  products,  he  is  one-fourth  worse  olY  than  before-  His  income  as 
landlord  is  reduced  to  thiee-quarttT3  of  its  amuunt ;  it  is  only  as  a 
consumer  of  com  that  he  is  as  well  off. 

If  the  improvement  is  of  the  other  kind,  rent  will  fall  in  a  still  greater 
ratio.  Suppose  that  the  amount  of  produce  which  the  market  requires, 
can  be  grown  not  only  with  a  fourth  less  labour,  but  on  a  fourth  less 
of  land.  If  all  the  land  already  in  cultivation  continued  to  be  cuIt^vBtcd, 
it  would.yield  a  produce  much  larger  than  necessary.  Land,  equivalent 
to  a  fourth  of  the  produce,  must  now  be  abandoned ;  and  as  the  third 
quality  yielded  exactly  one-fourth,  (being  60  out  of  240,)  that  quality  will 
go  out  of  cultivation.  The  240  bushels  can  now  be  grown  on  land  of  the 
first  and  second  qualities  only  ;  be'tny,  on  the  first,  too  bushels  plus  one- 
third,  or  i33i  bushels  ;  on  the  second,,  80  bushels  plus  one-third,  or  ia6|- 
bushels  ;  together  24a  The  second  quality  of  land,  instead  of  the  third, 
is  now  the  lowest,  and  regulates  the  price.  Instead  of  60,  it  is  suOicicnt  if 
lo6<f  bushels  repay  the  capital  with  the  ordinary  profit.  The  price 
of  wheat  will  consequently  fall,  not  in  the  ratio  of  60  to  So,  as  in  the  other 
case,  but  In  the  ratio  of  fo  lo  106^,  Kven  this  gives  an  insufficient  idea 
of  the  degree  in  which  rent  will  be  affected.  The  whole  produce  of  the 
second  quality  of  land  wilt  now  be  required  to  repay  the  expenses  of  pro- 
duction. That  land,  being  the  ^vorst  in  cultivation,  will  pay  no  rent 
And  the  first  quality  will  only  yield  the  difference  between  1334  bushels, 
and  1068,  being  26J  bushels  instead  of  40.  The  landlords  collectively 
will  have  lost  33^^  out  of  60  bushels  iu  corn  rent  alone,  while  the  value  and 
price  of  what  is.  left  will  have  been  diminished  in  the  ratio  of  60 
to  106J. 

It  thus  appears,  that  the  interest  of  the  landlord  is  decidedly  hostile  to 
the  sudden  and  general  introduction  of  agricultural  improvcmcnls.  This 
assertion  has  been  called  a  paradox,  and  made  a  ground  for  accusing  its 
first  promulgator,  Ricardn,  of  great  ititelEectual  pervcrscncss,  to  say 
nothing  worse.  I  cannot  discern  in  what  the  paradox  consists;  and  the 
obliquity  of  vision  seems  lo  me  to  be  on  the  side  of  his  assailants.  The 
opinion  is  only  made  to  appear  absurd  hy  st.iling  it  unfairly.  If  the 
assertion   wire  rhat  a  landlord  is  injured  by  the  improvement  of  hia 
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estatCj  it  would  certainly  be  indefensible  ;  but  wliat  is  asserted  is,  tint  he 
is  injured  by  the  improvement  of  the  estates  of  other  people,  although  his 
own  is  included.  Nobody  doubts  that  be  would  gain  greatly  by  the  im- 
provement if  he  could  keep  it  to  biinseli",  and  unite  the  benefits,  of 
an  increased  produce  from  h:s  land^  End  a  price  as  high  ns  before.  But 
if  the  increase  of  produce  took  place  simultaneously  on  all  lands,  the 
price  would  not  be  as  high  as  before  ;  and  there  is  nothing  unreasonable 
m  supposing  that  the  landlords  would  be,  not  benefited,  but  injured.  It 
is  udmittcd  that  whatever  permanently  reduces  the  price  of  produce 
dimtuishes  rent  ;  find  it  is  quite  in  accordance  with  common  nolions  to 
suppose  that  if,  by  the  increased  productiveness  of  land,  lessland  were  re- 
quired for  cultivation,  its  value,  like  that  of  any  other  article  for  which  the 
demand  had  diminished,  would  fall. 

1  am  quite  willing  to  admit  that  rents  have  not  really  been  lowered  by 
the  progress  of  agricultural  improvement;  but  why  ?  Because  improve- 
ment has  never  ia  reality  been  sudden,  but  always  slow  ;  at  no  lime  much 
out  St  rip  p  in  g-,  and  often  falling  far  short  of,  the  growth  of  capital  and  popu- 
lation, which  tends  as  much  to  raise  rent,  as  the  other  to  lower  it,  and 
which  is  enabled,  as  we  shall  presently  see,  to  raise  it  much  higher  by 
means  of  the  additional  margin  .itTordcd  by  improvements  in  agriculture. 
First,  however,  we  must  examine  in  what  manner  the  sudden  cheapening 
of  agricultural  produce  would  affect  profits  and  wages. 

In  the  beginning,  money  ivages  would  probably  remain  the  same  as 
before,  and  the  labourers  would  have  the  full  benefit  of  the  cheapness. 
They  would  be  enabled  to  increase  their  consumption  either  of  food  or  of 
other  articles,  and  would  receive  the  same  cost,  and  a  greater  quantity. 
So  long  as  this  was  the  case,  profits  would  be  unaffected.  But  the  per- 
manent remuneration  of  tbe  Labourers  essentially  depends  on  what  we 
have  called  their  habitual  standard  ;  the  extent  of  the  requiremefils 
which,  as  a  class,  Ihey  insist  on  satisfying  before  they  choose  to  have 
children.  If  their  tastes  and  requtrenienls  receive  a  durable  impress 
from  the  sudden  improvement  in  their  condition,  the  benefit  to  the  class 
will  be  pennanent.  But  the  same  cause  which  enables  them  to  purchase 
greater  comforts  and  indulgences  with  the  same  wages,  would  enable 
them  to  purchase  the  same  amount  of  comforts  and  indulgences  with 
lower  wages  ;  and  a  greater  population  may  now  existj  without  reducing 
tlie  labourers  below  the  conditinn  to  which  they  are  accustomed.  Hitherto 
lliis  and  no  t)lher  has  been  the  use  which  the  labourers  have  commonly 
made  of  any  increase  of  their  means  of  living  ;  they  have  tieated  it  simply 
as  convertible  inlo  food  for  a  greater  number  of  children.  It  is  probable, 
thererore,  that  population  would  be  stinitilaied,  and  that  after  the  lapse  of 
a  generation  the  real  wages  of  labour  would  be  no  higher  than  before  the 
improvement :  the  reduction  being  partly  brought  about  by  a  fall  of 
money  wages,  and  partly  through  the  price  of  food,  the  cost  of  which, 
from  the  demand  occasioned  by  the  mcrease  of  population,  would  be 
again  increased.  To  the  extent  to  which  money  wages  fell,  profits  would 
rise  ;  the  capitalist  obtaining  a  greater  qiiamity  of  eqtially  efficient  labour 
by  Ihe  same  outlay  of  capital.  We  thus  see  that  a  diminution  of  the  cost 
of  living,  wheilicr  arising  from  agricultural  improvements  or  from  the 
importation  of  forci:^'n  produce,  if  the  habits  and  requirements  of  the 
labourers  are  not  raised,  lowers  money  wages  and  rent,  and  raises  the 
general  rate  of  profit. 

What  is  true  of  improvements  which  cheapen  tbe  produclion  of  food,  is 
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.  true  also  of  ihe  substitution  of  a  cheapwr  for  a  more  costly  variety  of  it. 
The  same  land  yields  to  the  same  labour  a  much  gieater  quantity  of 
human  nutriment  in  the  form  of  mai«  or  pot.^toes,  than  in  the  form  of 
wheat.  If  Ihe  labourers  were  to  give  up  bread,  and  feed  only  on  those 
cheaper  products,  talcing  as  their  compensation  not  a  greater  quantity  of 
other  consumable  commodities,  but  earlier  marriajjcs  and  larger  families, 
the  cost  of  bibotu*  would  be  much  diminished,  and  if  labour  continued 
equally  efficient,  profits  would  rise  ;  while  rent  would  be  much  lowered, 
since  food  for  the  whole  population  could  be  raised  on  half  or  a  third  part 
of  the  land  now  sown  with  com.  At  the  same  time,  it  being  evident  that 
the  land  too  barren  to  be  cultivated  for  wheat  might  be  made  in  case  of 
necessity  to  yield  potatoes  sufficient  to  support  the  little  labour  necessary 
for  producing  tliein,  cultivation  might  ultimately  descend  lower,  and  rent 
evenlually  rise  higher,  on  a  potata  or  mai^e  system,  than  on  a  corn 
system  ;  because  the  land  would  be  cap;ible  of  feeding  a  much  larger 
population  before  reaching  the  liu\it  of  its  powers. 

If  the  improvement,  which  wc  suppose  to  take  place,  is  not  in  the 
production  of  food,  but  of  some  manufactured  article  consumed  by  the 
labouring  class,  the  effect  on  wages  and  profits  will  be  the  same  ;  but  the 
effect  on  rent,  very  different.  Instead  of  being  lowcied,  it  will,  tf  the  ulti- 
mate effect  of  the  improvement  is  an  increase  of  population,  be  raised. 
The  reasons  are  too  evident  to  require  statement. 

§  5.  We  have  considered,  on  the  one  hand,  the  manner  in  which  the 
distribution  of  the  produce  into  rent,  pr<iiits,  and  wages,  is  affected  by  the 
Ordinary  increase  of  population  and  capital,  and  on  the  other,  how  it  is 
affected  by  improvements  in  production,  and  more  especially  in  agri- 
culture. We  have  found  that  the  former  cause  lowers  profits,  and  raise* 
rent  and  the  cost  of  labour  :  while  the  tendency  of  ayricuhural  improve- 
ments is  to  diminish  rent ;  and  all  improvements  which  cheapen  any 
Article  of  the  labourer's  ronsnmption,  tend  to  diminish  the  cost  of  labour 
and  to  raise  profits.  The  tendency  of  each  cause  in  its  separate  state 
being  thus  ascertained,  it  is  easy  to  determine  the  tendency  of  the  actual 
course  of  things,  in  which  the  two  movements  are  going  on  simultaneously, 
capital  and  population  increasing  with  tolerable  steadiness,  while  im- 
provements in  agriculture  are  made  from  time  to  time,  and  the  knowledge 
and  practice  of  improved  methods  become  diffused  gradually  through  the 
cammunily. 

The  habits  and  requirements  of  the  labouring  classes*  being  given 
(which  determine  their  real  wages,)  rent,  profits,  and  money  wages  at  any 
given  time,  are  the  result  of  the  composition  of  these  rival  forces.  If 
during  any  period  agricultural  improvement  advances  faster  than  popu- 
lation, rent  and  money  wages  during  that  period  will  tend  downward,  and 
profits  upward.  If  population  advances  more  rapidly  than  agricultural 
imprnvetnenl,  cither  the  labourers  will  submit  to  a  reduction  in  the 
quantity  or  quality  of  their  food,  or  if  not,  rent  and  money  wages  will 
progressively  rise,  and  profits  will  fall. 

AjEricultural  skill  and  knowledge  arc  of  slow  growth,  and  still  slower 
diffusion.  Inventions  and  discoveries,  too,  occur  only  occasionally,  while 
the  increase  of  population  and  capital  are  continuous  agencies.  It 
llherefnre  seldom  happens  ih.it  improvement,  even  during  a  short  time^ 
'has  so  much  the  start  of  population  and  capital  as  actually  to  lower  rent, 
or  raise  the  rate  of  profits.  There  are  many  countries  in  which  the  growth 
fi/j^opulation  and  capital  are  not  rapid,  but  in  these  agricultural  improve* 
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ment  \%  less  active  still.  Population  everywhere  ircids  cinse  on  ihe  teeh 
of  agriculiural  improvement,  and  eflaccs  its  cAccts  as  fast  as  they  arc 
^produced. 

\  The  reason  why  agricultural  improvement  seldom  lowers  rent,  is  that  it 
k seldom  cheapens  food,  but  only  prevpnls  it  from  growing  dearer;  and 
!  seldom,  if  ever,  throws  land  out  of  cultivation,  but  only  enables  worse  nnd 
vorse  land  to  be  taken  in.  Wliat  is  sometimes  called  the  natural  stale  of 
,  a  country  which  is  but  half  cnliivated,  namely,  that  the  land  is  hif^hly 
|- productive,  nnd  food  obtained  in  great  abundance  b);  little  labour,  is  only 
I  true  of  unoccupied  cuuntries  culonized  by  a  civilized  people.  In  the 
United  Stales  the  worst  land  in  cultivation  is  of  a  high  quality  (except 
sonielinics  in  the  immediate  vicinity  of  tonns,  where  a  bad  quality  is 
compensated  by  a  good  situation) ;  and  even  if  no  further  improvements 
were  made  in  agriculture  or  locomotion,  cultivation  would  have  many 
steps  yet  to  descend,  before  the  increase  of  population  and  capita]  would 
be  brought  to  a.  stand  :  but  in  Europe  five  hundred  yeoi-s  -a^o,  though  so 
thinly  peopled  in  comparisnn  to  the  present  population,  it  is  prolwible  that 
the  worst  land  under  the  ploiij^h  was,  from  the  rude  state  of  agriculture, 
quite  as  unproductive  as  the  worst  land  now  cultivated  ;  and  that  culti- 
vation had  approached  as  near  to  the  ultimate  limit  of  profitable  tilla^je,  in 
those  times  as  in  the  present.  What  the  agricultural  improvements 
since  made  have  really  done  is,  by  increasing  the  capacity  of  production 
of  land  in  general,  to  enable  tillage  to  extend  downwards  to  a  much  worse 
natural  quality  of  land  than  the  worst  which  at  that  time  would  have 
admitted  of  cultivation  by  a  capitalist  for  profit ;  thus  rendering  a  much 
greater  increase  of  capital  and  population  possible,  and  removing  always 
a  little  and  a  little  further  off  the  barrier  which  restrains  them  ;  popu- 
lation meanwhile  always  pressing  so  hard  against  the  barrier,  that  there 
is  never  any  visible  margm  left  for  it  to  seiic,  every  inch  of  ground  made 
vacant  for  it  by  improvement  being  at  once  filled  vp  by  us  advancing 
columns.  Agricultural  improvement  inay  thus  be  considered  to  be  nol  so 
much  a  counterforce  conflicting  with  increase  of  population^  as  a  partial 
relaxation  of  the  bonds  which  confine  that  increase. 

The  eflects  produced  on  the  divisiott  of  the  produce  by  an  increase  of 
production,  under  the  joint  influence  of  increase  of  population  and 
capital,  and  improvements  of  agriculture,  are  very  different  from  those 
deduced  from  the  hypothetical  cases  previously  discussed.  In  particular, 
the  effect  on  rent  is  most  materially  different.  We  remarked  that— while 
a  great  agricultural  improvement  made  suddenly  and  universally  would 
ill  the  first  instance  inevitably  lower  rent — such  improvements  enable 
rent,  in  the  progress  of  society,  to  rise  gradually  to  a  much  hi^jher  limit 
than  it  could  otherwise  nttaiii,  since  they  euable  a  nnich  lower  quality  of 
land  to  be  ultimately  cultivated.  liut  in  tlie  case  we  ate  now  supposing, 
which  nearly  corresponds  to  the  usual  course  nf  things,  this  ultimate 
effect  becomes  the  immediate  effect.  Suppose  cultivatinn  to  have 
reached,  or  almost  reached,  the  utmost  limit  permitted  by  the  stale  of  the 
industrial  arts,  and  rent,  therefore,  to  have  attained  nearly  the  highest 
point  to  which  it  can  be  carried  by  the  progress  of  population  and  capital, 
with  the  existing  amount  of  skill  and  knowledge.  If  a  great  agricultural 
Improvement  were  suddenly  introduced,  it  might  throw  back  rent  for  a 
considerable  sp.T.ce,  leaving  it  to  regain  its  lost  ground  by  the  progress  of 
population  and  capital,  and  afterwards  to  go  on  further,  liut,  taking 
place,  as  such  improvement  always  doQs^  very  gradually,  it  causes  no 
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relrogradc  movement  of  cither  rent  or  cultivation  ;  it  mcreljr  enables  the 
one  to  go  on  rising  and  the  other  extending,  long  after  they  must  other- 
wise have  stopped.  It  would  do  this  even  without  the  necessity  of 
resorting  to  a  worse  quality  of  land  ;  simply  by  eruibling  the  lands 
already  in  cultivation  to  yield  a  greater  produce,  with  no  increase  of  the 
proponional  cost.  If  by  imprDvements  of  agriculture  all  the  lands 
m  cultivation  cotild  be  made,  even  with  double  labour  and  capital, 
to  yield  a  double  produce,  (supposing  that  in  the  meantime  popu- 
lation increased  so  as  lo  require  this  double  quantity)  all  rents  would 
be  doubled. 

To  iflustrate  the  point,  let  us  revert  to  the  numerical  example  in  a 
former  page.  Three  qualities  of  land  yield  respectively  loo,  80,  and  60 
bushels  to  the  same  outlay  on  the  same  extent  of  sur&ce.  If  No.  1  could 
be  made  to  yield  300,  No.  2,  160,  and  No.  3,  120  bushels,  at  only  double 
the  expense,  and  therefore  without  any  increase  of  the  cost  of  production, 
and  if  the  population,  having  doubled,  required  all  this  increased  quantity, 
the  rent  of  No.  i  would  be  80  bushels  instead  of  40,  and  of  No.  2,  40 
instead  of  30^  while  the  price  and  %'alue  per  bushel  would  be  the  same  as 
before  ;  so  that  corn-rent  and  money-rent  would  both  be  doubled.  I 
need  not  point  out  the  difference  between  this  result,  and  what  we  have 
shown  would  lake  place  if  there  were  an  improvement  in  production 
without  the  accompaniment  of  an  increased  demand  for  food. 

Agricultural  improvemeni,  then,  is  always  ultimately,  and  in  the  manner 
In  which  it  generally  takes  place,  also  immediately,  bcneficia]  to  the 
landlord,  We  may  add,  that  when  it  takes  place  in  that  manner,  it  is 
beneficial  to  no  one  else.  When  the  demand  for  produce  fully  keeps 
pace  with  the  increased  capacity  of  production,  food  is  not  cheapened  ; 
the  labourers  are  not,  even  temporarily,  benefited  ;  the  cost  of  labour  is 
not  diminished,  nor  profits  raised.  There  is  a  greater  aggregate  pro- 
duction, a  greater  produce  divided  among  the  labourers^  and  a  larger 
gross  profit ;  but  tne  wages  being  shared  among  a  larger  population, 
and  the  profit  spread  over  a  larger  capital,  no  labourer  is  better  off, 
nor  does  any  capitalist  derive  from  the  same  amount  of  capital  a  lEu^er 
income. 

The  result  of  this  long  investigation  may  be  summed  up  as  follows. 
The  economical  progress  of  a  society  constituted  of  landlords,  capitalists, 
and  labourers,  tends  to  the  progressive  enrichment  of  the  landlord  class  ; 
while  the  cost  of  the  labourer's  subsistence  tends  on  the  whale  to  increase, 
and  profits  to  fall.  Agricultural  Improvements  arc  a  counteracting  force 
to  these  last  effects  ;  but  the  first,  tliou^'h  a  case  is  conceivable  in  which 
it  would  be  temporarily  checked,  is  ultimately  in  a  high  degree  promoted 
by  \hn\e  improvements  ;  and  the  incre-ise  of  population  tends  to  transfer 
all  the  licnefits  derived  from  agricultural  improvement  to  the  landlords 
nlonc.  What  other  consequences,  in  addition  to  these,  or  in  modirication 
of  ihem,  nrise  from  the  industrial  progress  of  a  society  thus  constituted,  1 
slull  endeavour  to  show  In  tlte  succeeding  chapter. 


§  I.  Thk  tendency  of  profits  ro  fail  as  society  advanres,  tthicli  Iia5  l>ecn 
brought  to  notice  in  the  precetling  chapter,  was  early  recognised  by 
writers  on  industry  and  commerce  ;  but  the  laws  which  govern  profits  rot 
being  then  understood,  Uie  plienomenoTi  was  ascribed  to  n  wronji  cause. 
Adam  Smith  considered  profits  lo  be  detemiinetl  by  what  he  called  ihe 
competition  of  capital;  and  concluded,  that  when  capital  increaserf,  this 
competition  must  likewise  increase,  and  profits  must  fall.  It  is  not  quite 
certain  what  sort  of  competition  Adam  Smith  h;;d  here  in  view.  His 
words  in  the  chapter  on  Profits  of  Stock*  are,  '  When  the  stocks  of  many 
rich  merchants  are  turned  into  the  same  trade,  their  nuilual  competition 
uaturaSly  tends  to  lower  its  profits  ;  and  when  there  is  a  like  increase  of 
Slock  in  ali  the  different  trades  carried  on  in  the  same  society,  the  same 
competition  must  produce  the  same  effect  in  "them  all.'  This  passage 
would  lead  us  to  infer  that,  in  Adam  Smith's  opinion,  the  manner  in  which 
the  competition  of  capital  lowers  profits  is  by  lowering  prices  ;  that  being 
the  mode  in  which  an  increased  investment  of  capital  in  any  particular 
trade,  usually  lowers  the  profits  of  that  trade.  But  if  this  was  his  meaning", 
he  tjverlooked  the  circumstance  that  the  fall  of  price,  which  if  confined  to 
one  commodity  really  does  lower  the  profits  of  the  producer,  ceases  to 
have  that  effect  as  soon  as  it  extends  to  all  commodities  ;  because,  when 
all  things  have  fallen,  nothing  has  really  fallen,  except  nominally  ;  and 
even  computed  in  money,  the  expenses  of  every  producer  h.ive  dimmished 
as  much  as  his  returns.  Unless  indeed  labour  be  the  one  commodity 
which  has  not  fallen  in  money  price,  when  a!l  other  things  have  :  if  so, 
what  has  really  taken  place  is  a  rise  of  wages  ;  and  it  is  that,  and  not  the 
fall  of  prices,  which  has  lowered  the  profits  of  capital.  There  is  another 
thing  which  escaped  the  notice  of  Adam  Smith  ;  that  the  supposed 
universal  fall  of  prices,  through  increased  competition  of  capitals,  is  a 
thing  which  cannot  take  place.  Prices  are  not  determined  by  the  com- 
petition of  the  sellers  only,  but  also  by  that  of  the  buyers  ;  by  demand  as 
well  as  supply.  The  demand  which  affects  money  prices  consists  of  all 
the  money  in  the  hands  of  the  community,  destined  to  be  laid  out  in 
commodities  ;  and  as  long  as  the  proportion  of  this  to  the  commodities  is 
not  diminished,  there  is  no  fall  of  general  prices.  Now.  howsoever 
capital  may  increase,  and  give  rise  to  an  increased  production  of  com- 
moditieSf  a  full  share  of  Ihe  capital  will  be  dra^^■n  to  the  business  of 
producing  or  itijportiiig  money,  and  the  quantity  of  money  will  he 
augmented  in  an  equal  ratio  with  the  quantity  of  commodities.  For  if 
this  were  not  the  case,  and  if  money,  thcrel^are,  werCf  as  the  theory 
supposes,  perpetually  acquiring  increased  purchasing  power,  those  who 
produced  or  imported  it  would  obtain  constantly- Increasing  profits  ;  and 
tdis  Could  not  iiappen  without  attracting  capital  to  that  occupation  from 
other  employments.  If  a  general  fall  oF  prices,  and  increas.ed  v.tJuc  of 
money,  were  really  lo  occur,  it  could  only  be  as  the  consequence  of 
increased  cost  of  production,  from  the  gradual  exhaustion  of  the  mines. 

It  is  not   tenable,  therefore,  in  iheor)',  that  the    increase    of  capital 
produces,  or  tends  lo  piodwce,  a  general  decline  of  money  prices.     Neither 
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is  it  true,  tliat  any  such  general  decline  of  prices,  as  capiia!  increased, 
lias  m.ii)ifested  itself  in  fad.    The  only  things  obsen-ed  to  fall  in  price 
wiih  the  progress  of  society,  arc  those  in  which  there  have  been  im- 
1  provemetits  in  production  greater  than  have  taken  place  in  tlic  produaion 

of  the  precious  melaJs ;  as,  fur  example,  all  spun  and  woven  fabrics. 
^^  Other  things  again,  instead  of  falling-,  have  risen  in  price,  because  their 
^^Lcost  of  production,  compared  with  that  of  eold  and  silver,  has  increased. 
^H^  Among  these  are  all  kinds  of  food,  comparison  being  made  with  a  much 
^H  earlier  period  of  history.  The  doctrine,  therefore,  that  competition  of 
I^V  capital  lowers  profits  by  lowering  prices,  is  incorrect  in  fact,  as  well  as 
'        unsound  in  principle. 

But  it  is  not  certain  that  Adam  Smith  really  held  that  doctrine  ;  for  his 
language  on  the  subject  is  wavering  and  unsteady,  denoting  the  absence 
of  a  definite  and  well-digested  opinion.  Occasionally  he  seems  to  think 
that  the  mode  in  which  the  competition  of  capita!  lowers  profits,  is  by 
raising'  wages.  And  when  speaking  of  the  rate  of  prnlii  in  new  colonies, 
he  seems  on  the  very  ver^e  of  grasping  the  complete  iheor>*of  the  subject. 
*As  the  colony  increases,  the  profits  of  stock  gradually  diminish.  When 
the  most  fertile  and  best  situated  lands  have  been  all  occupied,  less  profit 
can  be  made  by  the  culiiv.ition  of  what  is  inferior  both  in  soil  and 
situation.'  Had  Adam  Smith  meditated  longer  on  the  subject,  and 
systematized  his  view  of  it  by  harmonizing  with  each  ctUer  the  srarious 
glimpses  which  he  caught  of  it  from  difl'ereiit  points,  he  would  have 
perceived  tliat  this  last  is  the  inie  cause  of  the  fall  of  profits  usuaUjr 

I consequent  upon  increase  of  capital. 

^^K  §  2.  Mr.  Waicefield,  in  his  Commentary  on  Adam  Smith,  nnd  his 
^^g  important  writings  on  Colonization,  takes  a  much  clearer  view  of  the 
^^  subject,  and  arrives,  through  a  substantially  correct  series  of  deductions, 
at  pracrical  conclusions  which  appear  i<i  me  jusi  and  important  ;  but  he 
is  not  equally  happy  in  incorporating  his  valuable  speculations  with  the 
results  of  previous  thought,  and  reconciling  them  with  other  truths. 
Some  of  the  theories  of  ]>r.  Chalmers,  in  his  chapter  '  On  the  Increase 
and  Limits  of  Capital,'  and  the  two  chapters  which  follow  it,  coincide  ill 
their  tendency  and  spirit  with  those  of  _\Ir.  Wakefield  ;  but  Ur.  Chalmers' 
ideas,  though  delivered,  as  is  his  custom,  with  a  most  attractive  semblance 
of  clearness,  are  really  on  this  subject  much  more  confused  than  even 
those  of  Adam  Smith,  and  more  decidedly  infected  with  the  often  refuted 
notion  that  the  competition  of  capital  lowers  general  prices  ;  the  subject 
of  Money  apparently  not  being  included  among  the  parts  of  Politicat 
Economy  which  this  acute  .ind  vigorous  writer  had  carefully  studied. 

Mr.  Wakefield's  explanation  of  the  fall  of  profits  is  briefly  this.  Pro- 
duction is  limited  not  solely  by  the  quantity  of  capital  and  of  labour,  but 
also  by  the  c.«cnt  of  the  'field  of  employment.'  The  field  of  cmploiTwent 
for  capital  is  two-fold  ;  the  land  of  the  country,  and  the  capacity  of  foreign 

r  markets  to  lake  its  manufactured  commodities.  On  a  limited  c.'tteni  of 
land,  only  a  limited  quantity  of  capital  can  find  employment  Ht  a  profiL 
As  the  qurintity  of  capital  approaches  this  limit,  profit  falls;  when  the 
limit  is  attained,  profit  is  annihilated  ;  and  can  only  be  restnred  through 
an  extension  of  the  field  of  employment,  either  by  the  acquisition  of  fertile 
land,  or  by  opening  new  markets  in  foreign  countries,  from  which  food 
and  materials  can  be  purchased  with  (he  pmducts  of  domestic  capital. 
These  propositions  are  m  my  opinion  substantially  true  ;  and,  even  to  the 
aseology  in  which  they  are  cxpresseti,  considered  as  adapted  to  popuJai 
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and  practical  rather  than  scientific  uses,  I  have  nothing  to  object  The 
error  which  seems  to  me  imputable  to  Mr.  Wakefield,  is  that  of  supposing- 
his  doctrines  tt>  be  in  contradiction  to  the  principles  of  the  best  school  of 
preceding:  politicat  economists,  instead  of  being,  as  they  really  arc,  corol- 
laries from  those  principles  ;  thoug-h  corollaries  which,  perhaps,  would  not 
always  have  been  admitted  by  those  political  economists  themselves. 

The  most  scientific  treatment  of  the  subject  which  1  have  met  with,  is 
in  an  essay  on  the  efil'ects  of  Machinery,  by  Mr.  William  Ellis  ;*  which 
was  doubtless  unknown  to  Mr.  Wakefield,  but  which  had  preceded  him, 
(hough  by  a  difiercnt  path,  in  several  of  his  leading  conclusions.  This 
Cisay  excited  little  notice,  partly  fram  being-  published  anonymously  in  a 
periodical,  and  partly  because  it  was  much  in  advance  of  the  stale  of 
political  economy  at  the  lime.  In  Mn  Ellis's  \iew  of  the  subject,  the 
questions  and  difficulties  raised  by  Mr.  Wakefield's  speculations  and  by 
those  of  Dr.  Chalmers,  find  a  solution  consistent  with  Ibe  principles  of 
political  economy  laid  down  in  the  present  treatise. 

§  3.  There  is  at  every  time  and  place  some  particular  rale  of  profit, 
which  is  the  lowest  that  will  induce  the  people  of  that  country  and  time  to 
accumulate  savings,  and  to  employ  those  savings  productively.  This 
minimum  rate  of  profit  varies  according  to  circumstances.  It  depends  on 
t»vo  elements,  One  ia,  the  strength  of  the  effeaive  desire  of  accumula- 
tion ;  the  comparative  estimate  made  by  tlic  people  of  that  place  and  era, 
of  future  interests  when  weig^hed  against  present.  This  clement  chiefly 
affects  the  inclination  to  save.  The  other  element,  which  affects  not  so 
much  the  willingness  to  save  as  the  disposition  to  employ  savings  produc- 
tively, is  the  degree  of  security  of  capital  engaged  in  industrial  opera- 
tions. A  state  of  general  insecurity,  no  doubt  affects  also  the  disposition 
to  save.  A  hoard  may  be  a  source  of  additional  danger  to  its  reputed 
possessor.  But  as  it  may  also  be  a  powerful  means  of  averting  dangers, 
the  effect  in  this  respect  may  perhaps  be  looked  upon  as  balanced.  But 
in  employing  any  funds  which  a  person  may  possess  as  capital  on  his  own 
account,  or  in  lending  it  to  others  to  be  so  employed,  there  is  always  snnie 
additional  risk,  over  and  above  that  incurred  by  keeping  it  idle  in  liis  own 
custody.  This  extra  risk  is  great,  in  propoition  as  tlie  general  state  of 
society  is  insecure  :  it  may  be  equivalent  to  twenty,  thirty,  or  fifty  per 
cent,  or  to  no  more  than  one  or  two  ;  something,  however,  it  must  always 
be  :  and  for  this,  the  expectation  of  profit  must  be  sufficient  to  com- 
pensate. 

There  would  be  adequate  motives  for  a  certain  amount  of  saving,  even 
if  capita!  yielded  no  protit.  There  would  be  an  inducement  to  lay  by  in 
good  limes  a  provision  for  bad  ;  to  reserve  something  for  sickness  and 
infirmity,  or  as  a  means  of  leisure  and  independence  in  the  latter  part  of 
life,  or  a  help  to  children  in  the  outset  of  it.  Savings,  however,  which 
have  only  these  ends  in  view,  have  not  much  tendency  to  increase  the 
amount  of  capital  permanently  in  e-nistence.  These  motives  only  prompt 
each  person  to  save  at  one  period  of  life  what  he  purposes  to  consume  at 
another,  or  what  will  be  consumed  by  his  children  before  they  can  com- 
pletely provide  for  themselves.  The  savings  by  which  an  addition  i-=  made 
to  the  natlon.-il  capital,  usually  emanate  from  the  desire  of  persons  to  ini- 
prove  what  ia  termed  their  condition  in  life,  or  to  make  a  provision  for 
children  or  others,  independent  of  their  exertions.     Now,  to  the  strength 
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of  ihcse  inclin.'iiions  it  makes  a  very  material  difference,  how  much  of  the 
desired  object  can  be  effected  lj>'  a  given  amount  and  duration  of  <ielf- 
denia!  ;  which  ay^in  depends  on  the  rate  of  profit.  And  there  Is  In  every 
country  some  rate  of  profit,  below  wliich  persons  in  general  will  not  find 
siiflficient  moilve  lo  save  for  the  mere  purpose  of  growing  richer,  or  of 
leaving  others  belter  off  than  themselves.  Any  accumulation,  therefore, 
by  which  the  general  capita!  is  increased,  requires  as  its  necessary  con- 
dition a  certain  rate  of  profit :  a  rate  which  an  average  person  will  deem 
to  be  an  equivalent  for  abstinence,  with  the  addition  of  a  sufficient  insur- 
nnce  against  risk.  There  are  always  some  persons  in  whom  the  effective 
desire  of  accumulation  is  above  ihe  avcrajfe,  and  to  ivhoin  less  than  this 
rate  of  profit  is  a  sufficient  inducement  to  save  ;  hue  these  merely  step 
into  the  place  of  others  whose  taste  for  expense  and  indulgence  is  beyond 
the  averaj^e,  and  who,  instead  of  saving,  perhaps  even  dissipate  what  Ihey 
have  received. 

I  have  already  observed  that  this  minimum  rate  of  profit,  less  than 
which  is  not  consistent  with  the  further  increase  of  capital,  is  Iijwer  in 
some  stales  of  society  than  in  others  ;  and  I  may  add,  that  the  kind  of 
social  progress  characteristic  of  our  present  civilization,  tends  to  diminish 
it.  In  the  first  place,  one  of  the  acknowledged  eiiects  of  that  progress  is 
an  increase  of  general  security.  Destruction  by  wars,  and  spoliation  by 
private  or  public  violence,  are  less  and  less  to  he  apprehended  ;  and  the 
improvements  which  may  be  looked  for  in  education  and  in  the  administra- 
tion of  justice,  or,  in  their  default,  increased  regard  for  opinion,  afford  a 
growingprotcctionagaiiistfraudand  reckless  mismanagement.  The  risks 
attending  the  investment  of  savings  in  productive  employment,  require 
therefore  a  smaller  rate  of  profit  to  compensate  for  them  than  was  required 
a  century  ago,  and  will  hereafter  require  less  than  at  present.  In  the 
second  place,  it  is  aUo  one  of  the  consequences  of  civilization  that  man* 
kind  become  less  the  slaves  of  the  momentj  and  more  habituated  to 
carry  their  desires  and  purposes  forward  into  a  distant  future.  This 
increase  of  providence  is  a  natural  result  of  Ihe  increased  insurance  with 
which  futuritj'  can  he  looked  forward  to :  and  is,  besides,  favoured  hy 
most  of  the  mfluences  which  an  industrial  life  e.Kercises  over  the  passions 
and  inclinations  of  human  nature.  In  proportion  as  life  has  fewer  vicissi- 
tudes, as  habits  become  more  fixed,  and  great  prizes  are  less  and  less  to 
be  hoped  for  hy  any  other  means  than  long  perseverance,  mankind 
become  more  willing  to  sacrifice  present  indulgence  for  future  objects. 
This  increased  capacity  of  forethought  and  self-control  may  assuredly  find 
other  things  to  exercise  itself  upon  than  an  increase  of  riches,  and  some 
considerations  connected  with  this  topic  will  shortly  be  touched  upon. 
The  present  kind  of  social  progress,  however,  decidedly  tends,  though  not! 
perhaps  to  increase  the  desire  of  accumulation,  yet  to  weaken  the  obstacles 
lo  it,  and  to  diminish  the  amount  of  profit  which  people  absolutely  require 
as  an  inducement  to  save  and  accumulate.  For  these  two  reasons, 
diminution  of  risk  and  increase  of  providence,  a  profit  or  interest  of  three 
or  four  per  cent,  is  as  sufficient  a  motive  to  the  increase  of  capital  ia 
Enijland  at  the  present  day,  as  thirty  or  forty  per  cent;  in  the  Htinncsc 
Empire,  or  in  England  at  the  time  of  King  John,  hi  Holland  during  the 
last  century'  a  return  of  two  uer  cent.,  on  govei-nmcnt  security,  was  con- 
sistent with  nn  undiminiEhed,  if  not  with  an  increasing  capital.  But 
^h  the  minimum  rate  of  profit  is  thus  liable  lo  vary,  ancf  though  to 
,Jtpecify  exactly  what  it  ii  would  at  any  gi^'en  time  be  impossible,  such  a 
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minimuTn  always  exists  ;  and  whether  it  be  high  or  low-,  when  once  it  is  * 
pTcached,  no  further  increase  of  cBpilat  can  for  the  present  take  place. 
The  country  has  then  attained  what  is  known  to  political  economists 
under  the  name  of  ihe  stationary  stale. 

S  4.  We  now,  therefore,  arrive  at  the  fun  tin  mental  proposition  which 
this  chapter  is  intended  to  inculcate.  When  a  country  has  long  pos- 
sessed .1  larg-c  production,  and  a  large  net  income  to  make  savings  from, 
and  when,  therefore,  the  means  have  long  existed  of  making  a  great 
annual  addition  to  capital  ;  (the  cotmtry  not  having:,  like  America,  a  larjje 
'reserve  of  fertile  land  still  unused  ;)  it  is.  one  of  the  ckaraclerislics  of  such 
a  country^  that  the  rate  of  profi:  is  habitually  within,  as  it  were,  a  hand's 
'breadth  of  the  minimum,  and  the  country  therefore  on  the  very  verge  of 
the  stationary  state.  Hy  this  I  do  not  mean  that  this  state  is  Likely,  in 
any  of  the  great  countries  of  Europe,  to  be  soon  actually  reached,  or 
that  capital  docs  not  stilt  yield  a  profit  considerably  greater  than  what 
is  barely  suflicicnt  to  induce  the  people  of  those  countries  to  save  and 
accumulate.  My  meaning  is,  tliat  il  would  require  but  a  short  time  to 
reduce  profits  to  the  minimum,  if  capital  continued  to  increase  at  its 
present  rate,  and  nn  circumstances  having  a  tendency  to  raise  the  rate  of 
profit  occurred  in  the  meantime.  The  expansion  of  capital  would  soon 
reach  its  ultimate  boundary,  if  the  boundaiy  itself  did  not  continually 
open  and  leave  more  space. 

In  England,  tlic  ordinary  rate  of  interest  on  government  securities,  in 
wliich  tlie  risk  is  next  to  nothing,  may  be  e-stiniated  at  a  little  more  than 
three  per  cent.  :  in  all  other  invesmicnts,  therefore,  tL:e  interest  or  profit 
calculated  upon  (exclusively  of  what  is  properly  a  remuneration  for  talent 
or  exertion)  must  be  as  much  more  than  this  amount,  as  is  equivalent  to 
tlic  degree  of  risk  to  nliich  the  capital  is  thought  to  be  exposed.  Let  us 
suppose  that  in  England  even  so  small  a  net  profit  as  one  per  cent,, 
exclusive  of  insurance  against  risk,  would  constitute  a  sufficient  induce* 
ment  to  srtve,  but  that  less  than  this  would  not  be  a  sufficient  inducement. 
I  now  say,  that  the  mere  continuance  of  the  present  annual  increase  of 
capital,  if  no  circumstance  occurred  to  counteract  its  effect,  would  suffice 
in  a  small  number  of  years  [o  reduce  the  rate  of  net  profit  to  one  per  cent. 

To  fulfil  the  condiiions  of  the  hypothesis,  we  muct  suppose  an  entire 
cessation  of  the  exporlalinn  of  capital  for  foreign  investment.  No  more 
capiral  sent  abroad  for  railways  or  loans  ;  no  more  emigrants,  taking 
capital  with  them,  to  the  colonies,  or  to  other  countries  ;  no  fresh  advances 
made,  or  credits  given,  hy  bankers  or  mcrcliants  to  their  foreign  corre- 
spondents. We  must  also  assume  that  there  are  no  fresh  loans  for 
unproductive  e.-cpenriilurc  by  the  government,  or  on  mortgage,  or  other- 
wise ;  and  none  of  the  waste  of  capital  which  now  lakes  place  by  llie 
failure  of  undertakings  which  people  are  tempted  to  engage  in  by  the 
hope  of  a  better  income  than  can  be  obtained  in  safe  paths  at  the  present 
habitual  low  rate  of  piofit  We  must  suppose  the  entire  savings  of  the 
community  to  be  annually  invested  in  really  productive  employment  within 
the  country  itself;  and  no  new  channeh  opened  by  industrial  inventions, 
or  by  a  niiore  extensive  substitution  of  the  best  known  processes  for  inferior 
ones. 

Few  persons  would  hesitate  to  say,  that  there  would  be  great  difficulty 
in  finding  remunerative  employment  every  year  for  so  much  new  capital, 
and  most  would  conclude  that  there  would  be  rvhat  used  to  he  termed  a 
general  glut ;  tha:  commodities  would  be  produced,  and  remain  unsold^ 
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or  be  sold  only  at  a  los3.  But  the  ful!  examination  which  we  linre  already 
eiveii  to  this  question,*  has  shown  that  this  is  not  the  mode  in  which  the 
inconvenience  would  lie  experienced.  The  difficuUy  would  not  consist  in 
any  ivant  of  a  market.  If  the  new  capital  were  duly  shared  among  many 
varieties  of  employment,  it  would  raise  up  a  demand  for  its  own  nrodufCj 
and  there  would  be  no  cause  why  any  part  of  that  produce  should  remain 
longer  on  hand  than  formerly.  What  would  really  be,  not  merely  difticult, 
but  impossible,  would  be  to  employ  this  capital  without  submitting  to  a 
rapid  reduction  of  the  r.\te  of  profit. 

As  capital  Increased,  population  either  would  also  increase,  or  it  would 
not.  If  it  did  not,  wages  would  rise,  and  a  greater  capital  would  be  dis- 
tributed in  wages  among  (he  same  number  of  labourers.  There  being  no 
more  labour  than  before,  and  no  improvements  to  render  the  labour  more 
eflftcient,  there  would  not  be  any  increase  of  the  produce ;  and  as  the 
capital,  however  largely  increased,  would  only  obtain  the  same  gross 
reium,  the  whole  savmgs  of  each  year  would  be  exactly  so  much  subtracted 
from  the  profits  of  the  next  and  of  every  following  year.  It  is  hardly 
necessary  to  say  that  m  such  circumstances  profits  would  very  soon  fall  to 
the  point  at  which  further  increase  of  capital  would  cease.  An  augmenta- 
tion of  capital,  much  more  rapid  than  that  of  population,  must  soon  reach 
its  extreme  limit,  unless  accompanied  by  increased  efficiency  of  labour 
(through  inventions  and  discoveries,  or  improved  mental  and  physical 
education),  or  unless  some  of  the  idle  people,  or  of  the  unproductive 
labourers,  became  productive; 

If  population  did  increase  with  the  increase  of  capital,  and  in  proportion 
to  it,  the  fall  of  profits  would  still  be  inevitable,  Increased  population 
implies  increased  demand  for  agricultural  produce.  In  the  absence  of 
industrial  improvements,  this  demand  can  only  be  supplied  at  an  increased 
cost  of  production,  either  by  cultivating  worse  land,  or  by  a  more  elaborate 
and  costly  cultivation  of  the  land  already  under  tillage-  The  cost  of  the 
labourers  subsistence  is  iheieftire  increased ;  and  unless  the  labourer 
submits  to  a  deterioration  of  his  condition,  profits  must  fall.  In  an  old 
country  like  England,  if,  in  addition  to  supposing  all  improvements  in 
domestic  agriculture  suspended,  we  suppose  that  there  is  no  increased 
production  in  foreign  countries  for  the  English  market,  the  fall  of  profits 
would  be  very  rapid.  If  both  these  avenues  to  an  increased  supply  of 
food  were  closed,  and  population  continued  to  increase,  as  it  is  said  to  do, 
at  the  rale  of  a  thousand  a  day,  all  waste  Und  which  admits  of  cultivation 
in  the  existing  state  of  knowledge  would  soon  be  cultivated,  and  the  cost 
of  production  and  price  of  food  would  be  so  Increased,  that,  if  tlic  labourer 
received  the  increased  money  wages  necessary  to  compensate  for  his 
increased  expenses,  profits  would  very  soon  reach  the  minimum.  The 
fall  of  profits  would  be  retarded  if  money  wages  did  not  rise,  or  rose  in  a 
less  degree ;  but  the  margin  which  can  be  gained  by  a  deterioration  ol" 
tljc  labourer's  condition  is  a  very  narrow  one  :  in  general  he  cannot  bear 
much  reduction  :  when  be  cau,  he  has  also  a  higher  standard  of  necessary 
requirements,  and  icill  not.  On  the  whole,  therefore,  we  may  assume 
that  in  such  a  country  as  England,  if  the  present  annual  amount  of  savings 
were  to  continue,  without  any  of  the  rounterarting  circumstances  which 
now  keep  in  check  the  natural  influence  of  those  savings  in  reducing 
crofit,  the  rate  of  profit  would  speedily  attain  the  minimum,  and  all 
irthur  accimiulatiau  of  capital  would  for  the  present  cease. 
•  Book  iii.  ch.  14, 


§  5-  What,  then,  are  these  counteracting  circumstances,  whicli,  in  the 
/existing  state  of  things,  maijitain  a  tolerably  equal  stnigg-je  against  the 
downwnvd  tendency  of  profits,  and  prevent  the  great  annual  savings  which 
tiikc  place  in  this  couutrj'  from  depressiny  the  rate  of  prtilit  much  nearer 
to  that  lowest  point  to  which  it  is  always  tending,  and  which,  left  to  itself, 
it  wauld  so  promi^itly  attain  ?     The  resisting  agencies  are  of  several  kinds. 

First  among  them,  we  may  notice  one  which  is  so  simple  and  so  con- 
spicuous, that  some  political  economists,  especially  M.  de  Sisinondi  ajid 
Dr.  Chalmers,  have  attended  to  it  almost  to  the  exclusion  of  nil  others. 
This  is,  the  waste  of  capital  in  periods  of  over-trading  and  rash  specula- 
tion, find  in  the  commercial  revulsions  by  which  snch  times  are  always 
folloived.  it  is  true  that  a  great  part  of  what  is  lost  at  such  periods  is 
rot  destroyed,  but  merely  transfeired,  like  a  gambler's  losses,  to  more 
successful  speculators.  But  even  of  these  mere  transfers,  a  large  portion 
is  always  to  foreigners,  by  the  hasty  purchase  of  unusual  quantities  of 
foreign  goods  at  advanced  prices.  And  much  also  is  absolutely  wasted. 
Mines  are  opened,  railways  or  bnilyes  made,  and  many  other  works  of 
uncfirtain  profit  commenced,  and  in  these  cntcrjirises  much  capital  is 
sunk  which  yields  either  no  return,  or  none  adequate  to  the  outlay. 
Factories  are  btiilt  and  machinery  erected  beyond  what  the  market 
requires  or  can  keep  in  employment.  F.vcn  if  they  arc  kept  in  employ, 
ment,  the  capital  is  no  leas  sunk  ;  it  has  been  converted  from  circulating 
into  fixed  capital,  and  has  ceased  to  have  any  influence  on  wages  or 
profits.  Besides  this,  there  is  a  gieat  Lmpioduclive  consumption  of 
capital,  duiing  the  stagnation  which  follows  a  periiHl  of  general  over- 
trading, Establishments  are  shut  up,  or  kept  working  without  any  profit, 
hands  are  discharged,  aiid  numbers  of  persons  in  all  ranks,  being  deprived 
of  their  income,  and  thrown  far  suppon  on  their  savings,  find  themselves, 
after  the  crisis  has  passed  away,  in  s.  condition  of  more  or  less  impm-crish- 
ment,  Such  arc  the  efiects  of  a  commercial  revulsion :  and  that  such 
rcPi»!sions  are  almost  periodical,  is  a  conseyucnce  of  the  very  tendency 
of  profits  which  we  arc  now  considering.  By  the  time  a  few  years  have 
passed  over  without  a  crisis,  so  much  adilltional  capital  has  been  accumu- 
lated, that  it  is  no  longer  possible  to  invest  it  at  the  accustomed  prufu  : 
all  public  securities  rise  to  a  high  price,  the  rate  of  interest  on  ihe  best 
mercantile  security  falls  \'cry  low,  and  the  complaint  is  general  among 
persons  in  business  that  no  money  is  to  be  made.  Docs  not  this 
demonstrate  how  speedily  pjofit  would  be  at  the  minimum,  and  the 
stationary  condition  of  capital  would  be  rtlaiucd,  if  these  accumulations 
went  on  without  any  counteracting  principle?  But  the  diminished  scale 
of  .tH  safe  gains,  inclines  persons  to  give  a  ready  ear  to  any  projects 
which  hold  out,  though  at  the  risk  of  loss,  the  hope  of  a  higher  rate  of 
profit ;  and  speculations  ensue,  which,  with  ilie  subsequent  revulsimis, 
destroy,  or  transfer  to  foreigners,  a  considerable  amount  of  capital, 
produce  a  temporary  rise  of  inter<?st  and  profit,  make  room  for  fresh 
acrumulations,  and  the  same  round  Js  recommenced. 

This,  doubtless,  is  one  cnnsideinhie  cause  which  arrests  profits  in  their 
descent  to  the  minimum,  by  sweeping  away  from  time  to  time  a  part  of 
the  accumulated  mass  by  which  they  arc  forced  down.  iJut  this  is  not, 
as  might  be  infened  from  the  language  of  some  WTitcrs,  the  principal 
cause.  If  it  wcrCf  the  capital  of  the  country  would  not  increase  :  but  in 
England  it  does  increase  greatly  and  rapidly.  This  is  shown  by  the 
increasinjf  productiveness  of  almost  siW  taxes,  by  the  continual  growth  of 
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the  superior  clas&es  could  be  sufficiently  ifnpro%xd  to  govern  in  the 
tutelary  maimer  supposed,  the  ioTcrior  classes  would  be  too  much  tnipro%*cd 
to  be  so  go\*erncd. 

I  am  quite  sensible  of  all  that  is  seducti\-e  iii  the  picture  of  society  which 
this  theory  pre^nts.  Though  the  facts  of  it  have  no  prototype  in  the  past, 
the  feelings  have.  In  ihcm  lies  all  thai  there  is  of  reality  in  the  ccwicep- 
don.  As  the  idea  is  essentially  repulsive  of  a  society  only  held  together 
by  bought  services,  and  by  the  relations  and  feelings  arising^  out  of 
pecuniary  interests,  so  there  is  something  naturally  attractive  id  a  form  of 
society  abounding  ia  strong  personal  attachments  and  disinterested 
self-devotion.  Of  such  feelings  il  must  be  admitted  that  the  relation 
of  protector  and  protected  has  hitherto  been  the  richest  source.  The 
strongest  attachments  of  human  beings  in  general  arc  towards  the  things 
or  the  persons  that  stand  between  them  and  some  dreaded  evil.  Hence, 
in  an  age  of  lawless  violence  and  insecurity,  and  general  hardness  and 
roughness  of  manners,  in  which  life  is  beset  with  dangeis  and  suderings 
at  every  step,  to  those  who  have  neither  a  commanding  position  of  their 
own,  nor  a  claim  on  the  proteciion  of  some  one  who  has — a  generous 
giving  of  protection,  and  a  grateful  receiving  of  it,  are  the  strongest  ties 
which  connect  human  beings  ;  the  feelings  arising  from  that  relation  arc 
Ibeir  warmest  feelings;  all  the  enthusiasm  and  tenderness  of  the  most 
sensitive  natures  gather  round  it ;  loyalty  on  the  one  part  and  chivalry 
on  the  other  are  principles  exalted  into  passior.s.  I  do  not  desire  to 
depreciate  these  virtues.  That  the  most  beautiful  developments  of  feel- 
ing and  character  often  grow  out  of  the  most  painful  and  in  many  other 
respects  the  most  hardening  and  corrupting  circumstances  of  our  condi- 
tion, is  now,  and  prnV%ibly  will  long  he,  one  of  the  chief  stumbling-blocks 
both  in  the  theory  and  in  the  practice  of  morals  and  education.  The  error 
in  the  j^ircsent  -case  lies  in  not  perceiving,  that  these  virtues  and  scnti- 
nicnts,  like  the  clanship  and  the  hospitality  of  the  wandering  Arab,  belong 
emphatically  to  a  rude  and  imperfect  state  of  the  social  union,  and  that 
the  feelings  between  pratecior  and  protected  .can  tio  longer  ha\'e  this 
beautiful  .ind  endearing  character  where  there  are  no  longer  any  serious 
dangers  from  which  to  protect.  What  is  there  in  the  present  state 
of  society  to  make  it  natural  that  human  beings,  of  ordinary  strength  and 
courage,  should  glow  with  the  warmest  gratitude  and  devotion  in  return 
for  protection?  'I'hc  laws  protect  them  :  where  the  laws  do  not  reach, 
manners  and  njiinions  shicltl  Ihcm,  To  be  tinder  the  power  of  some  one, 
instead  of  being  as  formerly  the  sole  condition  of  safely,  is  now,  speakim; 
gcnendli',  the  only  situation  which  exposes  to  grievous  wrong;  and 
wmng  a^ai[ut  wliich  laws  and  opininn  are  neither  able,  nor  vcr>' 
seriously  attempt,  lo  afford  effectual  ])rotcction.  We  have  entered  into  a 
state  of  rivili^aiinn  in  which  the  bond  that  attaches  human  beings  to  one 
another  must  he  disinterested  admiration  and  sympathy  for  personal 
qualities,  or  gi-atiludc  for  unselfish  services,  and  not  the  emotion  of 
protcclm  s  towards  dependents,  or  of  dependents  towards  protectors.  The 
ivrriingcincnts  uf  society  arc  now  such  thai  no  man  or  woman  who  either 
possesses  or  is  able  to  earn  a  livelihood,  requires  any  other  protection 
than  th:tt  of  the  law.  This  being  the  case,  it  argues  jjreat  ignorance 
of  liuin;iit  nature  to  continue  taking  for  granted  that  relations  founded  on 
protection  must  always  subsist,  and  not  to  see  that  the  assumption  of  the 
part  of  protector,  and  of  the  power  which  belongs  to  it,  witnout  any  of 
the  necessities  which  justify  itj  must  engender  feelings  opposite  lo  loyally. 
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Of  ihe  working  classes  of  Western  Europe  at  least  it  may  be  pro- 
nounccd  cenain,  ihat  the  pntriarchal  or  paternal  system  of  government  is 
ore  lo  which  tliL-y  will  not  again  be  subject.  Thai  question  has  been 
several  times  decided.  It  was  decided  when  they  were  tau^jht  to  read, 
and  allowed  access  to  neivspapeis  and  poiilical  tracts.  It  was  decided 
when  dissenting  preachers  were  sefTered  lo  go  among"  them,  and  appeal 
to  their  faculties  and  feeling's  ia  opposition  to  the  creeds  professed  and 
countenanced  by  their  superiors,  It  was  decided  when  they  were 
brought  together  hi  numbers,  to  work  socially  under  the  same  roof.  It 
was  decided  when  raihvays  enabled  ihemto  shift  from  place  to  place,  and 
change  their  patrons  and  employers  as  easily  as  their  coats.  The  work- 
ing classes  have  taken  their  interests  into  their  own  hands,  and  are  per- 
petually showing  that  they  think  the  interests  of  their  employers  not 
idciitical  with  their  own  but  opposite  to  them.  Some  amon^f  the  higher 
classes  flatter  themselves  that  these  tendencies  may  be  counteracted 
by  moral  and  religious  education  ;  but  they  have  let  the  time  go  by 
for  giving  an  educaiion  which  can  serve  their  purpose.  The  principles  of 
the  Reformation  have  reached  as  low  down  in  society  as  leading  and 
writing,  and  the  poor  will  no  longer  accept  morals  and  religion  of  other 
people's  prescribing.  1  speak  more  particularly  of  our  own  country, 
especially  llie  town  population,  and  the  districts  of  the  most  scientific 
a^Ticulturc  and  hiyhesc  wages,  Scotland  and  the  Xorlh  of  Enyland, 
Among  the  more  inert  and  less  modernized  agricultural  population  of  the 
southern  counties,  it  might  be  possible  for  the  gentry  to  retain  for  some 
lime  longer  something  of  the  ancient  deference  and  submission  of  the  poor, 
by  bribing'  them  with  high  wages  and  constant  employment  ;  by  ensuring 
thcra  support,  and  never  requiring  them  to  do  anything  whidi  they  do 
not  like.  But  these  are  two  conditions  which  nevei'  have  been  combined, 
and  never  can  be,  far  long  together.  A  guarantee  of  subsistence  can  only 
be  practic**illy  kept  up,  when  work  is  enforced,  and  superfluous  multiplica- 
tion restrained,  by  at  least  a  moral  compulsion.  It  is  then,  that  the 
would-be  revivers  of  old  times  which  they  do  not  understand,  would  feel 
practically  in  how  hopeless  a  task  lliey  were  engaged.  The  whole  fabric 
of  patriarchal  or  scignorial  influence,  attempted  to  be  raised  on  the 
foundation  of  caressing  the  poor,  would  be  shattered  against  (he  necessity 
nf  enforcing  a  stringent  Poor-law. 

5  2.  It  is  on  a  far  other  basis  that  the  welt-being  and  well-doing  of  the 
labouring  people  must  henceforth  rest.  The  poor  have  come  out  of  Icad- 
ing^strings,  and  cannot  any  longer  be  governed  or  treated  like  children. 
To  their  own  qualities  must  now  be  commended  the  tare  of  their 
destiny.  Modern  nations  will  have  to  learn  the  lesson,  that  the  well- 
being  of  a  people  must  exist  by  means  of  the  justice  and  selfgovenunent, 
the  i>iKa\aiTvrii  and  irui^pden'ci;,  of  the  individual  citizens,  The  theory  of 
dependence  attempts  to  dispense  with  tlie  necessity  of  these  qualities 
in  the  dependent  classes.  Uul  now,  when  even  in  position  they  are 
becoming  less  and  less  dependent,  and  their  mintls  less  and  less 
acquiescent  in  the  degree  of  dependence  which  remains,  the  virtues 
of  independence  arc  those  which  they  stand  in  need  of.  Whatever 
advice,  exhortation,  or  guidance  is  held  out  to  the  labouring  classes, 
must  henceforth  be  tendered  to  them  as  equals,  and  accepted  with  their 
eyes  open.  The  prospect  of  the  future  depends  on  the  degree  in  which 
tbcy  can  be  made  rational  beings. 

There  is  no  reason  to  believe  that  prospect  other  than  ho^jcrul.    T*;*, 


progress  indeed  must  alwnys  be  slow.  But  there  is  a  sponl.ineous 
education  ffoing  on  in  the  minds  of  the  multitude:^  which  may  be  j^rcitly 
accelerated  mid  improved  by  artificial  aids.  The  instruction  obtained 
from  neu-spapcrs  and  politica]  tracts  is  not  the  best  sort  of  instruction, 
but  it  is  vastly  superior  to  uouc  at  alL  The  institutions  for  lectures  and 
discussion,  the  collective  deliberations  on  queslitms  of  common  interest, 
the  trades  unions,  the  political  agitation,  all  serve  to  awaken  public  spirit, 
to  dift'use  variety  of  ideas  among  the  mass,  and  to  excite  ihouyh:  and 
reflection  in  the  more  iniclligent.  Although  the  too  early  attainment  ot 
political  franchises  by  the  least  educated  class  might  retard,  instead  of 
promoting,  their  improvement,  there  can  be  little  doubt  that  it  is  greatly 
stimulated  by  the  attempt  to  acc[uire  those  franchises.  In  the  meiuitiinc, 
the  working  classes  are  nnw  part  of  the  public  ;  in  all  discussions  on 
matters  of  general  interest  they,  or  a  portion  of  them,  are  now  partakers  ; 
all  who  use  the  press  as  an  instrument  may,  if  it  so  chances,  have  them 
for  ail  audience  ;  the  avenues  of  inslniction  through  which  the  middle 
classes  acquire  most  of  the  ideas  which  they  have,  arc  accessible  to,  at 
least,  the  operatives  in  the  towns.  With  these  resources,  it  cannot  be 
doubted  thfjl  they  will  increase  in  intelligence,  even  by  their  own  unaided 
efforts  ;  while  lliere  is  every  reason  to  hope  di.^t  great  improvemciils  both 
in  the  quality  and  quantity  of  school  education  will  be  speedily  efTected 
by  the  exertions  of  government  :ind  of  individuals,  and  that  the  progress 
of  the  mass  of  the  people  in  mcni.il  cultivation,  and  in  the  virtues  which 
are  dependent  on  it,  will  take  place  more  rapidly,  and  with  fewer  iutcr- 
mittenccs  and  aberrations,  than  if  left  to  itself. 

From  this  increase  of  iuLclligence,  several  cfTects  may  be  confidently 
anticipated.  First :  that  they  will  become  even  less  willing  than  at 
present  to  be  led  and  governed,  and  directed  into  the  way  tlicy  shotJd  g<\ 
by  tlie  mere  authorily  and  prfstis^e  of  superiors.  If  they  have  not  now, 
still  less  will  they  have  hereafter,  any  deferential  awe,  or -religious 
principle  of  obedience,  holding  them  in  mental  subjection  to  a  class 
above'them.  The  theory  of  dependence  and  protection  will  be  more  and 
more  intolerable  to  them,  and  they  will  require  that  their  conduct  and 
condition  shall  be  essentially  self-governed.     It  iSj  at  the  same  time, quite 

fiossiblc  that  they  may  demand,  in  many  Cases,  the  intervention  of  the 
egislature  in  their  affairs,  and  the  regulation  by  law  of  v.irious  things 
which  concern  them,  often  under  vcr>'  mistaken  ideas  of  their  interest. 
Still,  it  is  their  own  will,  their  own  ideas  and  sugpestions,  to  which  they 
will  demand  that  effect  should  be  given,  and  not  rules  laid  down  for  them 
by  other  people.  It  is  q^ulte  consistent  with  this,  that  they  should  feel 
respect  for  superiority  of  intellect  and  knowledge,  aud  defer  much  to  the 
opinions,  on  any  subject,  of  those  whom  they  think  well  acquainted  with 
it.  Such  deference  is  deeply  grounded  in  hnm.in  nature;  hut  they  will 
judge  for  Uiemsclvcs  of  the  persons  who  arc  and  are  not  entitled  to  it, 

§  3-  It  appears  to  me  impossible  but  that  the  increase  of  intelligenre, 
of  education,  and  of  the  love  of  independence  among  the  working  classes, 
must  be  attended  with  a  corresponding  growth  of  the  good  sense  which 
manifests  itself  In  provident  habits  of  conduct,  and  that  poptilation,  there- 
fore, will  hear  a  gradually  diminishing  ratio  tn  cipiinl  and  employment 
This  most  desirable  result  would  be  much  accelerated  by  another  change, 
which  lies  in  the  direct  line  of  tlic  best  tendencies  of  the  time  ;  the 
onr.ning  of  industrial  occupations  freely  to  both  sexes.  The  same  reasons 
't  m  ikc  it  no  longer  neces&aiy  tUat  vVvt  v^oe  should  depend  on  th« 
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rich,  mnke  it  equally  unnecessary  that  women  should  depend  on  men, 
and  the  least  which  justice  requires  is  that  law  and  custom  should  not 
enforce  dependence  (when  the  correlative  protection  has  become  super 
flnous)  by  ordaiuiny  that  a  woman,  who  does  not  happen  to  have  a 
provision  by  inheritance,  shall  have  scarcely  any  means  open  lo  Iier  of 
{raining  a  Livelihac5d,  except  as  a  wife  and  mother.  Let  women  who  prefer 
that  occupation,  adopt  it ;  but  that  there  should  be  no  option,  no  other 
carri^re  possible  for  the  j-reat  inajoricy  of  women,  except  in  the  humbler 
departments  of  life,  is  nne  of  those  social  injustices  which  call  loudest  for 
jeinedy.  The  ramifications  of  this  subject  are  far  too  numerous  and 
intricate  la  be  pursued  here.  The  social  and  political  equality  of  the 
sexes  is  not  a  question  of  economical  detail,  bin  one  of  principle,  so 
iniimaiely  connected  with  all  the  more  vital  points  of  human  improve- 
ment, that  none  of  them  can  be  thoroughly  discussed  independently  of  it. 
But  for  this  very  reason  it  cannot  be  disposed  of  by  way  of  parenthesis,  in 
a  treatise  devoted  to  other  subjects.  It  is  sufficient  for  the  immediate 
purpose,  to  point  out,  among  the  probable  consequences  of  the  industrial 
and  social  independence  of  women,  a  great  diminution  of  the  evil  of  over- 
population. It  is  by  devoting'  one-half  of  the  human  species  to  that 
txcliisive  function,  by  making  it  fill  the  entire  life  of  one  sex,  and  inter- 
weave itself  with  almost  all  the  objects  of  the  other,  that  the  inslinct  in 
question  is  nursed  into  die  disproportionate  preponderance  which  it  has 
hithcito  rxercised  in  human  life, 

§  ^.  The  political  consequences  of  the  increasing  power  and  imporlance 
of  the  operative  classes,  and  of  the  growing  ascendancy  of  numbers,  which 
even  in  England  and  under  the  present  institutions,  is  rapidly  giving  to 
the  will  of  the  majority  at  least  a  negative  voice  in  the  acts  of  government, 
are  too  wide  a  subject  to  be  discussed  in  this  place.  But,  confining  our- 
selves to  econoiuical  considerations,  and  notwithstanding  the  effect  which 
improved  inlclligctice  in  the  working  classes,  together  with  just  laws, 
may  have  in  altering  the  distribution  of  the  produce  to  thetr  advantage,  I 
cannot  think  it  probable  that  they  will  be  permanently  contented  with  the 
condition  of  labouring  for  wages  as  their  ultimate  state.  To  woih  at  the 
bidding  and  for  the  profit  of  another,  without  any  interest  in  the  worlc — 
the  price  of  their  labour  being  adjusted  by  hostile  competition,  one  side 
demanding  as  much  and  the  other  paying  as  liltie  as  possible— is  not, 
even  when  wa^es  arc  high,  a  satisfactory  slate  to  humnn  beings  of 
educated  intelligence,  who  have  ceased  to  think  themselves  naiurally 
inferior  to  those  whoiij  they  scrv-e.  They  may  be  willing  to  pass  through 
the  class  of  servants  in  their  way  to  that  of  ctnploycrs  ;  but  not  to  remain 
in  it  all  their  lives.  To  begin  as  hired  labourers,  then  after  a  few  years  to 
work  on  their  own  account,  and  finally  employ  others,  is  the  normal 
condition  of  labourers  in  a  new  country,  rapidly  increasing  in  wealth  and 
populatinn,  like  America  or  Australia.  Hut  something  else  is  required 
when  wealth  increases  slowly,  or  has  reached  the  stationary  stale,  when 
positions.  Instead  of  being  more  mobile,  would  tend  to  be  much  more 
permanent  than  at  present,  and  the  condition  of  any  poitioo  of  mankind 
could  only  be  desirablCj  if  made  desirable  from  the  first. 

The  opinion  expressed  in  a  f<irmer  part  of  this  treatise  /especting  small 
landed  properties  and  peasant  proprietors,  may  have  made  the  reader 
anticipate  that  a  wide  diffusion  of  property  in  land  is  the  resouixe  oa 
which  I  rely  for  exempting  at  least  the  agricultural  labourers  from 
exclusive  dependence  on  laboitr  fgr  hii*?*     ^uch,  however,  is  not  nty 
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opinion.  I  indeed  deem  that  fonii  of  agricultural  economy  to  be  most 
groutiULcssly  dtcricd,  and  to  be  greatly  preferable,  in  its  a^i^rc^idte  ell'LCts 
on  bunian  happiness,  to  lured  labour  tn  any  form  in  which  ii  exists  at 
present,  because  the  prudential  check  lo  population  acts  more  directly, 
and  is  shown  by  experience  to  be  more  efficacious  ;  and  because,  in  point 
of  security,  of  independence,  of  exercise  for  the  moral  faculties  and  for  the 
Intellect,  the  slate  of  a  peasant  proprietor  is  far  nearer  to  what  the  state 
of  the  labourers  should  be,  Lb  an  the  condition  of  an  agriculturist  in  tliis 
or  any  other  country  of  hired  labour.  When  the  former  system  already 
exists  'iiid  works  on  the  whole  satisfactorily,  I  should  regret,  in  the 
present  state  of  human  intelligence,  to  see  it  abolished  in  order  to  make 
wiy  for  the  other,  under  a  pedantic  notion  of  agricultural  improvement  as 
a  thing  necessarily  the  same  in  every  diversity  uf  circumstances.  In  a 
backward  stale  of  industrial  improvement,  as  in  Ireland,  I  should  urge  its 
introduction,  in  preference  to  an  exclusive  system  of  hired  labour  ;  as  a 
more  powcrftil  instnunent  for  raising  a  population  from  semi-savage  Hst- 
lessness  and  recklcsanesa,  to  habits  of  persevering  industry  and  pmdent 
calculation. 

But  a  people  who  have  once  adopted  the  large  system  of  production, 
cither  in  manufactures  or  in  agriculture,  are  not  likely  to  recede  from  it ; 
nor,  when  pnpulalion  is  kept  in  due  proportion  to  the  means  of  support, 
is  there  any  sufficient  reason  tvhy  they  should.  Labour  is  unquestionably 
more  productive  on  the  system  of  large  industrial  enterprises  ;  the 
produce,  if  not  greater  aliaolutcly,  is  greater  in  proponion  to  the  labour 
employed :  the  same  number  of  persons  can  be  supported  equally  well 
wilii  less  toll  and  gix-ater  leisure  ;  whi;;h  will  be  wholly  an  advantage,  as 
soon  as  civilization  and  improvement  have  50  far  advanced  thai  what  is  a 
benefit  to  the  whole  shall  be  a  benefit  to  each  individual  composing  it. 
The  problem  is,  to  obtain  the  efficiency  and  economy  of  production  on  a 
large  scale,  without  dividing  the  producers  into  two  parties  with  hmiile 
interests,  employers  and  employed,  the  many  who  do  the  work  being 
mere  ser\*ancs  under  the  command  of  the  one  who  supplies  the  funds, 
and  having  no  interest  of  llieir  own  in  the  enterprise,  except  to  fulfil  their 
cciniract  and  earn  their  wages. 

§  5.  It  is  tliis  feeling,  almost  as  much  as  despair  of  the  improvement  of 
(lie  condition  of  the  labouring'  masses  by  other  means,  which  has  caused 
sn  great  a  multiplication  of  projects  for  the  'organisation  of  industry'  by 
the  extension  and  development  of  the  co-operative  or  joint-stock  principle  : 
some  of  the  more  conspicuous  of  whicli  have  been  described  and  charac- 
terised in  an  early  chapter  of  this  work.  It  is  most  desirable  that  all 
these  schemes  should  have  opportunity  and  encouragement  to  test  their 
capabilities  by  actual  experimenL  There  are,  la  almost  all  of  them,  many 
features^  in  themselves  well  worth  submitting  to  that  test ;  while,  on  the 
other  hand,  the  exaggerated  cxpectatinns  entertained  by  large  and  grow- 
inj^^  multitudes  in  all  the  principal  nations  of  the  world,  concerning  what 
it  is  possible,  in  the  present  state  of  liuman  Improvement,  to  effect  by 
such  means,  have  no  chance  of  being  corrected  except  by  a  fair  trial  in 

{)ractice.  The  French  revolution  of  February,  1848,  at  first  seemed  to 
lavc  opened  a  fair  field  for  the  trial  of  such  experiments,  on  a  perfecity 
safe  scale,  and  with  every  advantage  that  could  be  derived  from  the 
countenance  of  a  government  which  sincerely  desired  their  success.  It 
is  much  10  be  regretted  that  these  prospects  have  been  frustrated,  and 
that  the  reaction  of  the  middle  class  against  anti-property  doctrines  has 


PnOBAULE  FUTUHE  OF  THE  LABOURING  CLASSES,       505 

engendered  for  ihe  present  an  inireasoiiirig.-ind  untliscriniinaling  anripalhy 
tn  all  ideas,  however  harmless  or  however  jiisi,  which  have  the  sniallt'st 
s-iTOur  of  Socialism.  This  is  a  disposition  of  mind,  of  which  ihe  infiueniiai 
rlisses,  both  in  France  and  elsewhere,  will  find  it  necessar>'  to  divest 
themselves.  Socialism  has  now  become  irrevocably  one  of  Ihc  leading' 
elements  in  European  politics.  The  questions  raised  by  it  will  not  be  set 
at  rest  by  merely  refusing-  to  listen  to  it ;  but  only  by  a  more  and  more 
rnmplete  realization  of  the  ends  which  .Socialism  aims  at,  not  neyleciing' 
its  means  so  far  ns  they  can  be  employed  with  advantage. 

On  the  particular  point  specialty  considered  in  the  present  chapter, 
those  means  have  been,  to  a  certain  extent,  ptit  in  practice  in  several 
departments  of  c.\islinjj  industry  ;  by  arrangements  giviiitf  to  every  one 
who  contributes  to  the  work,  whether  by  labour  or  by  pecuniai-y  resources, 
a  partner's  interest  in  it,  proportionally  to  the  value  of  his  contrihutinn. 
!t  is  already  a  comrnon  practice  to  remunerate  those  in  whom  peculiar 
trust  is  reposed  by  means  of  a  percentage  on  the  profits  ;  and  cises  exist 
iti  which  the  principle  is,  with  the  most  excellent  success^  carried  down  to 
the  class  of  mere  manual  labourers. 

In  the  American  ships  trading  to  China,  it  has  long  been  the  custom  for 
every  sailor  to  have  an  interest  in  the  profits  of  the  voyage  ;  and  to  this 
has  been  ascribed  the  general  good  conduct  of  those  seamen,  and  the 
extreme  rarity  of  any  collision  between  them  and  the  government  or 
people  of  the  country.  An  instance  in  England  itself,  not  so  well  known 
as  It  deserves  to  be,  is  that  of  the  Cnmlsli  miners,  '  In  Cornwall  the 
mines  are  worked  strictly  on  the  system  of  joint  adventure;  gangs  of 
miners  contracting  with  the  agent,  who  represents  the  owner  of  the  mine, 
to  execute  a  cert.iin  portion  of  a  vein,  and  fit  the  ore  for  market,  at  the 
price  of  so  much  in  the  pound  of  the  sum  for  which  the  ore  is  sold, 
These  contracts  arc  put  up  at  certain  regular  periods,  generally  every  two 
months,  and  taken  by  a  voluntary  partnership  of  men  accustomed  to  the 
mine.  This  system  has  its  disadvantages,  in  consequence  of  the  uncer- 
tainty and  irregularity  of  the  earnings,  and  consequent  necessity  of  Uvinif 
for  long  periods  on  credit ;  but  it  has  advantages  which  more  than 
counterbiilance  these  drawbacks.  It  produces  a  degree  of  intelligence^ 
independence,  and  mor.il  elevation,  which  raise  the  condition  and 
character  of  the  Cornish  miner  far  above  that  of  the  generality  of  the 
labouring  class.  We  are  told  by  Dr.  Barliam,  that  "  they  arc  nut  only, 
as  a  class,  intelligent  for  labourers,  but  men  of  considerable  knowledge," 
Also,  that  "tliey  have  a  character  of  independence,  something  American, 
the  system  by  which  the  contracts  are  let  giving  the  takers  entire  freedom 
to  make  arrangements  among  themselves  :  so  that  each  man  feels,  as  a 
parttier  in  his  little  firm,  that  he  meets  his  emnloyers  on  nearly  equal 
terms."  .  ,  .  Witli  this  basis  of  intelligence  and  independence  in  their 
character,  we  are  not  surprised  when  we  hear  that  "a  very  great  number 
of  miners  are  now  located  on  possessions  of  their  own,  leased  for  three 
lives  or  ninety-nine  years,  on  which  they  have  built  houses  ;"  or  that 
"2Ki,54i/.  are  deposited  in  savings  banksinComwall,  of  which  two-thirds 
are  estimated  to  belong  to  miners.'"'* 

Mr.  Babbage,  who  also  gives  an  account  of  this  system,  observest  that 

•  Tiiis  pas^ige  is  from  the  Priie  Ksi^ay  on  the  Ciusi.5  and  Remedies  or\.-itioni,l 
PistccM,  by  Mr,  Samuel  Lnirg.  Tlie  eslracts  wliich  it  includes  are  from  the 
Appendix  to  the  Kcport  of  the  Children's  Employment  Commission, 

f  Ecotioaty  of  Madiinay  and  ManufaclHrts^  Jrd  editioiit  ch,  2t}. 
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ihe  payment  to  the  crews  of  whaling  ships  is  governed  by  a  similar  prin* 

cipie  ;  and  ihat  '  the  profits  arising  from  fishing  with  nets  on  the  south  coast 
of  England  are  thus  divided  :  one-half  the  produce  belongs  to  the  owner 
of  the  boat  and  net ;  the  other  lialf  is  divided  in  equal  portions  between 
the  persons  using  it,  who  are  also  bound  to  assist  in  repairing  the  net  when 
required.'  Mr.  IJabbage  has  the  great  merit  of  having  jxiinled  out  the 
praclicabilily,  and  (he  advantage,  of  extending  the  principle  to  manufac- 
tuiiiig  industry  generally.  I  venture  to  quote  the  principal  part  of  his 
observations  on  the  subject. 

'The  general  principles  on  which  the  propoaed  system  is  founded,  are 
-3-ist.  That  a  considerable  part  of  the  wages  received  by  each  person 
employed  should  depend  on  the  profits  made  by  the  establishment ;  and 
2nd.  Thai  every  person  connected  witb  it  should  derive  more  advantage 
from  applying  any  improvement  he  might  discover,  to  the  factory  in 
which  he  is  employed,  than  he  could  by  any  other  course. 

'  U  would  be  dilTicuU  to  prevail  on  the  large  capitalistic  enter  upon  any 
system,  which  would  change  the  dinsion  of  the  profits  arising  from  the 
employment  of  his  capital  in  setting  skill  and  labour  in  action ;  any 
alteration,  therefore,  must  be  expected  rather  from  the  small  capitalist,  or 
from  the  higher  class  of  workmen,  who  combine  the  two  characters  ;  and 
to  these  latter  classes,  whose  welfare  will  be  first  affected,  the  change  is 
inost  important.  I  shall  therefore  first  point  out  the  course  to  be  pursued 
in  making  the  experiment ;  and  then,  taking  a  particular  branch  of  trade 
as  an  illustration,  I  shall  examine  the  merits  and  defects  of  the  proposed 
system  as  applied  to  it. 

'Let  us  suppose,  in  some  laige  manufacturing  town,  ten  or  twelve  oS 
the  most  intcLligcnt  and  skilful  workmen  to  unite,  whose  characters  for 
sobriety  and  steadiness  are  good,  and  are  well  known  amon|^  their  class. 
Such  persons  will  each  possess  some  small  portion  of  capitfd  ;  and  let 
them  join  with  one  or  two  others  who  have  raised  themselves  into  the  class 
of  small  master-manufacturers,  and  therefore  possess  rather  a  larger 
portion  of  capital.  Let  these  persona,  after  well  considering  the  subject, 
agree  to  establish  a  manufactory  of  fire-irons  and  fenders  ;  and  let  us 
suppose  that  each  of  the  ten  workmen  can  command  forty  pounds, 
and  each  of  the  small  capitalists  possesses  two  hundred  jjounds :  thus 
ihey  have  a  capital  of  800/.,  with  which  to  commence  busmcss,  and  for 
ihe  sake  of  simplifynngj  let  lis  further  suppose  the  labour  of  each  of  these 
twelve  persons  to  be  worth  two  pounds  a  week.  One  jwrtion  of  their 
capital  will  be  e.\iiendcd  in  procuring  the  tools  necessary  for  their  trade, 
wliich  we  shall  lake  at  400/.,  and  this  must  be  LonsidcrcJ  as  their  fixed 
capicnl.  The  rcnuiinirg  400/.  must  be  employed  as  circulating  capitalt  in 
purchasing  the  iron  with  which  their  articles  are  made,  in  paying  the  rent 
of  their  workshops,  and  in  supporting  themselves  and  their  families  undll 
some  portion  of  it  is  replaced  by  the  sale  of  the  goods  produced. 

'  Now  the  first  question  to  be  settled  is,  what  proportion  of  the  proSt 
should  be  allowed  for  use  of  cspital,  and  what  for  skill  and  labour?  It 
docs  not  seem  possible  to  decide  this  question  by  any  abstract  reasoning  : 
if  the  capital  supplied  by  each  partner  is  equal,  all  difficulty  will  be 
removed  ;  if  otherwise,  the  proportion  mii?it  be  left  to  find  its  level,  and 
will  be  discovered  by  experience ;  and  it  is  probable  that  it  will  not 
fluctnate  much.  Suppose  it  to  be  agreed  that  tlie  capital  of  Soo/.  sliall 
receive  the  wages  of  one  workman.  At  the  end  01  each  week,  every 
worUmnn  id  to  receive  one  pound  as  wages,  and  one  i}ound  is  to  b« 
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divided  anwngst  the  owners  of  tlie  capiial.  After  a  few  weeks  tlie  returns 
will  begin  to  come  in  ;  and  they  will  soon  become  nearly  unifonn. 
Accurate  accounts  should  be  kept  of  every  expense  and  of  all  the  sales  : 
and  at  the  end  of  each  week  the  profit  should  be  divided.  A  certain 
portion  shoxild  be  laid  aside  as  a  reser\'ctl  fund,  another  portion  for  repair 
of  the  tools,  and  the  reiiwinder  being^  divided  Into  thirteen  parts,  one  ot 
these  parts  would  be  divided  amongst  the  capitalists  and  one  belong  to 
each  workman.  Thus  each  man  would,  in  ordinary  circumstances,  make 
up  his  usiLiI  wages  of  two  pounds  weekly.  ]f  the  factory  went  on  pros- 
perously, the  wages  of  the  men  would  increase  ;  if  the  sales  fell  off,  they 
would  be  diminished.  It  is  important  that  ever>'  person  employed  in  the 
establishment,  whatever  might  be  the  amount  paid  for  his  service?, 
whether  he  act  as  labourer  or  portcrj  or  as  the  cleik  who  keeps  the 
accounts,  or  as  book-keeper  employed  for  a  few  hours  once  a  week  to 
superintend  them,  should  receive  one-half  of  what  his  service  is  worth  in 
fixed  salary,  the  other  part  varying  with  the  success  of  the  undertakin^j. 

'  The  result  of  such  arrangements  in  a  factory  would  be, 

'l.  That  every  person  engaged  iu  it  would  have  a  direct  interest  in  its 
prosperity  ;  since  ilhe  effect  of  any  success,  or  falling  ofl",  would  almost 
nnmediately  produce  a  corresponding  change  in  his  own  weekly  receipts. 

^3.  Every  person  concerned  in  the  factory  ivould  have  an  immediate 
interest  in  preventing  any  waste  or  mismanagement  in  all  the  depart- 
ments. 

'  3.  The  talents  of  all  connected  with  it  would  be  strongly  directed  to 
improvcm.ciit  in  every  department. 

'4.  None  but  workmen  of  high  character  and  qualifications  could 
obtain  adndssion  into  such  establishments,  because  when  any  additional 
bands  were  required,  it  would  be  the  common  interest  of  all  to  aduiit  only 
the  most  respectable  and  skilful,  and  it  would  be  far  less  easy  to  impose 
upon  a  dozen  workmen  than  upon  the  single  proprietor  of  a  factory. 

'5.  When  any  circumstance  produced  a  glut  in  the  market,  more  skill 
would  be  directed  tc  diminishing  the  cost  of  production  ;  and  a  portion 
of  the  time  of  the  men  might  then  be  occupied  in  repairing  and  improving 
iheir  tools,  for  whirh  a  reserved  fund  would  pay,  thus  checking  present, 
and  at  the  same  time  facilitating  future,  production. 

'  6.  Another  advantage,  of  no  small  importance,  would  be  the  total 
ren\oval  of  all  real  or  imaginary  cmscs  for  combinations.  The  worktnen 
and  the  capitalists  would  so  shade  into  each  other — would  so  evidently 
have  n  common  interest,  and  their  difficulties  and  distresses  would  be 
mutually  so  well  understood,  that  instead  of  combining  to  oppress  one 
andiher,  the  only  combination  which  could  exist  would  be  a  most  power- 
ful union  between  both  parlies  to  overcome  their  common  difficulties. 

'  One  of  the  difiicuUies  attending  such  a  system  is,  that  capitalists 
ivould  at  first  fear  to  embark  in  it,  imagining  that  the  workmen  would 
receive  too  large  a  share  of  the  profits :  and  it  is  quite  true  that  the 
workmen  would  have  a  larjjer  share  than  at  present :  but  at  the  same 
time,  it  is  presumed  llic  effect  of  the  whole  system  would  be,  that  the 
lul;d  profits  of  the  establishment  being  much  increased,  the  smaller  pro- 
portion allowed  to  capital  under  this  system  would  yet  be  greater  in 
actual  amount,  than  that  which  results  to  it  from  the  larger  share  in  the 
system  now  existing, 

'  A  difficulty  would  occur  also  in  dischar^jing  workmen  who  behaved  ill, 
or  who  were  not  competent  to  their  work  ;  this  would  iy^K-x.  i\^\^  •■Tss&t. 
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having  a  certain  imeresl  in  tlie  reserved  fund,  and  perhaps  Trom  ilieir 
possessing  a  ccrtnin  ponion  of  the  capital  employed  ;  but  without  enter* 
inij  into  dct.iil,  it  may  be  obsen-cd,  that  such  crises  miirht  be  determined 
on  by  meetings  of  the  whole  cstabhshment ;  and  that  if  the  polity  of  the 
laws  favoured  such  establishments,  h  would  scarculy  be  more  dtflicult  to 
enforce  juil  regulations  than  it  now  is  to  enforce  some  which  are  unjust, 
by  means  of  combinaiions  eiihcr  amongst  tl>c  masters  or  the  men. 

In  this  imaginary  case,  it  is  supposed  that  each  labourer  brings  some 
small  ponion  of  capital  into  the  concern:  but  the  principle  is  equally 
applicable  to  the  orclinary  case,  in  which  the  whole  capital  belongs  lo  an 
individual  capitali-it.  An  application  of  it  tu  •>uch  a  case  is  actually  in 
progress,  by  a  Paris  iradcsniau,  z  house-pal nler,  M.  Leclaire.*  The  in- 
telligent author  of  this  meritorious  expcnment,  published  a  pamphlet  in 
the  year  i8-j.J,  descriptive  of  his  system  of  operations  ;  to  which  attention 
was  first  directed  by  M.  Duveyrier,  in  his  Lcttrcs  roliiiqucs,  and  a  full 
abstract  of  which  has  been  published  in  Chambers'  JoumaLt  M.  Leclaire 
employs  on  an  average  two  hundred  wurkmcn,  whom  he  pays  in  the  usual 
manner,  by  (ijced  wages  or  saJaries.  He  assigns  to  himself,  besides 
interest  for  his  capital,  a  fixed  allowance  for  his  labour  and  respon^bilily 
as  manager.  At  the  end  of  the  year,  the  surplus  profits  are  divided 
among  the  body,  himself  included,  in  the  proportion  of  iheir  salarics-t 
The  reasons  by  which  M.  Leclaire  was  led  to  adopt  this  system  arc 
ititercsling  anil  instructive.  FiiidinH  the  conducl  of  his  workmen  unsalis- 
factory,  he  first  tried  the  eflTcct  of  giving  higher  wages,  and  by  this  he 
managed  lo  obtain  a  body  of  excdleiil  workmen,  who  would  not  quit  his 
service  for  any  other,  'Having  thus  succeeded'  (I  quote  from  the 
abslraci  In  Chambers'  Journal) '  in  producing  some  sott  of  stability  in  the 
arrangements  of  his  esiablislimcnl,  M.  Leclaire  expected,  he  says,  to  enjoy 
greater  peace  of  mind.  In  this,  however,  he  was  disappointed.  So  long 
as  he  was  able  to  superintend  everything  himselli  from  the  general 
concerns  of  his  business  down  to  its  minutest  details,  he  did  enjoy  a 
certain  satisfaction  ;  but  from  the  moment  that,  owing  lo  the  increase  of 
his  business,  he  found  that  he  could  be  nothing  more  than  the  centre  from 
which  orders  were  issued,  and  to  which  reports  were  brought  in,  his 
former  anxiety  and  discomfort  returned  upon  liim.'  lie  speaks  lightly  of 
the  other  sources  of  anxiety  to  which  a  iradcsman  is  subject,  but  describes 
as  an  incessant  cause  of  vexation  the  losses  arising  from  the  misconduct 
of  workmen.  An  cniphiycr  'will  find  workmen  whose  indificrence  to  his 
interests  is  sucli  that  they  do  not  perform  two-thirds  of  the  amount  ol 
work  which  they  are  capable  of;  hence  the  continual  fretting  of  masters, 
who,  seeing  their  interests  neglected,  believe  themselves  entitled  to 
suppose  that  workmen  are  constantly  conspiring  lo  ruin  those  from  whom 
Ihey  derive  their  livelihood.  If  the  jtrumcyman  were  sure  of  constaoc 
employmeot,  his  position  would  in  some  respects  be  more  enviable  than 

•  liU  c»tablishiiieiil  is  (or  was)  ir,  Rue  Saint  Georges. 

+  I'or  S(;|itcnibcr  27,  [S45. 

i  It  appears,  however,  Uial  Lhc  workmen  whom  M.  Leclaire  admits  to  this 
pnTtid[ialii)n  of  [irofits  are  ns  yet  only  a  parlJon  (rather  Iti5  tlian  half)  of  the  whole 
numl}<;r  w  hoiii  he  employs,  This  is  explaintnl  by  .-mother  part  of  his  system.  M. 
Leclaire  pay^  the  full  maikct  rate  of  wages  to  all  his  workmen.  The  s! into  »if  prolil 
asJgrctl  lo  thcni  is,  thc-Tforc,  a  clear  nitJilian  lo  the  cidinAry  gains  nt  their  clii85i, 
M-hii.h  be  very  laudably  lucs  as  an  instrument  of  improvement,  by  miking  it  th* 
feivanl  of  ilescrt,  or  ihe  recompense  for  jwciiliar  trust. 


that  of  the  master,  because  he  is  assured  of  a  certain  amount  of  days' 
ivagcs,  which  lie  will  get  whether  he  works  much  or  little.  He  runs  no 
ri&k,  and  has  no  other  motive  to  stimulate  him  to  do  his  beat  than  his 
own  sense  of  duly.  The  master,  on  the  other  hand,  depends  greatly  on 
chance  for  his  returns:  his  position  15  one  of  contiimal  irritation  and 
anxiety.  This  would  no  longer  be  the  case  to  the  same  extent,  if  the 
interests  of  the  master  and  those  of  the  wnrkmen  were  bound  up  with  eacli 
other,  connected  by  some  bond  of  mmual  security,  such  as  that  which 
would  he  obtained  by  the  plan  of  a  yearly  division  of  profits.' 

Even  in  the  first  year  during  whidi  AI,  Leclaire's  experiment  was  in 
complete  operation,  the  success  was  reniarVable.  Not  one  of  hisjourney-. 
men  who  warked  as  many  as  three  hundred  days,  earned  in  that  year  less 
than  T|5cx>  francs,  and  some  considerably  more.  His  highest  rate  of  daily 
wages  being'  four  francs,  or  1,200  francs  for  30a  riay.*!.  the  remaining 
300  francs  or  12/.  must  have  been  the  smallest  amount  which  any  journey- 
man, who  worked  that  number  of  days,  obtained  as  his  proportion  of  the 
surplus  profit.  M.  Lcclaire  describes  in  strong  terms  the  improvement 
whicii  was  alre-idy  manifest  in  the  habits  and  demeanour  of  his  workmen, 
not  merely  when  at  work,  ami  in  their  relations  with  their  employer,  but 
at  other  times  and  in  other  relations,  shoiving  increased  respect  both  for 
olliers  and  for  themselves.  The  system  is  still  in  operation  ;  and  we 
learn  froin  M.  Chevalier  that  the  increased  zeal  of  the  workpeople  con- 
tinues to  be  a  full  compensation  to  M.  Leclaire,  even  in  a  pecuniary  sense, 
for  the  share  of  profit  ivhich  he  foregoes  in  their  favour.* 

Under  this  system,  a5  well  as  under  that  recommended  by  Mr.  Babbage, 
the  labnnrers  are,  in  reality,  taken  into  partnership  with  their  employer. 
Bringing  nothing  into  the  common  concern  but  their  labour,  while  he 
brings  not  only  his  labourof  direction  and  superintendence  but  his  capital 
also,  they  have  justly  a  smaller  sliare  of  the  prollts ;  this,  however,  is  a 
matter  of  private  arrangement  in  all  partnerships  :  one  partner  has  a  large, 
another  a  small  share,  according^  to  their  agreement,  grounded  on  the 
erjuivalent  which  is  given  hy  each.  The  essence,  however,  of  a  partner- 
ship is  obtained,  since  each  benefits  by  all  things  that  arc  beneficial  to  the 
concern,  and  loses  hy  all  which  arc  injurious.  It  is,  in  the  fullest  sense, 
the  common  concern  of  all. 

§  6.  To  this  principle,  in  whatever  form  embodied^  it  seems  to  me  that 
futurity  has  to  look  for  obtaining  the  benefits  of  co  operation,  without 
constituting  the  numerical  majority  of  the  co-operators  an  inferior  caste. 
The  objections  that  apply  to  a 'co-operative  society,'  in  the  Conmiunist 
or  Oivenite  sense,  in  which,  by  force  of  giving  to  every  member  of  the 
body  a  share  in  the  common  interest,  no  one  has  a  greater  share  in  it 
than  another,  are  not  applicable  to  what  is  now  suggested.  Il;  is  ex- 
pedient that  those,  whose  performance  of  the  part  assigned  to  them  is 
the  most  essential  to  the  common  end,  should  have  a  greater  amount  of 
personal  interest  in  the  issue  of  the  enterprise.  If  those  who  supply  the 
funds,  and  incur  the  whole  risk  of  the  undertaking,  obtained  no  ifreater 
reward  or  more  influcjitial  voice  than  the  rest,  few  would  practise  the 
abstinence  through  which  thcjse  funds  are  acquired  and  kept  in  existence. 


•  '  Je  lieri  de  M.  Leclaitc  f|ue  chee  lui  I'avantagc  du  rele  exlic-nic  dont  sant 
»nim^  ks  oiivnere,  depuis  c^ii'il  a  adoptti  Ic  aysLime  de  la  participation,  fnlt  plus 
que  compcnaer  Ic  sicrilicc  repr^sent^  par  ]»  somme  Jes  parts  qu'on  Icur  &lloue.'r- 
Leltrcs  sur  I' Organisation  dii  Travail, — par  Michel  Chevalier  (184S),  leltie  xiv. 
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Up  to  a  certnln  point,  however,  the  principle  of  Riving  to  every  person 
concerned  nn  interest  in  the  profits  is  an  nctual  benefit  to  Uic  capitiilist, 
not  only  (as  M.  Leclaire  has  testified)  in  point  of  ease  and  comfort,  bnt 
even  in  pecuniary  udvantaye.  And  after  the  poiut  of  greatest  hcnefit  to 
the  employers  has  been  attained,  the  participation  of  ihc  labourers  may 
be  carried  somewhat  further  without  any  material  abatement  from  that 
maximum  of  benefit.  At  what  point,  in  each  empIojTnen:  of  capital,  this 
ultimatum  is  to  be  found,  will  one  day  be  known  and  undcrstoud  from 
experience  ;  and  up  to  that  paint  it  is  not  unreasonable  to  expect  that  the 
partnership  principle  will  be,  at  no  very  distant  time,  extended. 

Til e  value  of  this  ■■  organization  of  industry,'  for  healing  the  widening 
and  embittering:  feud  between  the  class  of  labourers  and  the  class  of 
capitalists,  must,  1  think,  impress  itself  by  degrees  on  all  who  habitually 
reflect  on  the  condition  and  tendencies  of  modem  society.  1  cannot 
conceive  how  any  such  pereon  can  persuade  himself  that  the  majority  of 
the  community  will  for  ever,  or  even  for  much  longer,  consent  to  hew 
wood  and  draw  water  aM  their  lives  in  the  scr\-ice  and  for  the  benefit  of 
others  ;  or  can  doubt,  that  they  will  be  less  and  less  willing  to  co-operate 
as  subordinate  agents  in  any  work,  when  they  have  no  interest  m  the 
result,  and  that  it  will  be  more  and  more  difficult  to  obtain  the  best  work- 
people, or  the  best  services  of  any  work-people,  except  on  conditions 
similar  in  principle  to  those  of  M.  Ledaiie.  Although,  therefore, 
arrimgcmenl^  of  this  sort  are  now  in  their  in/ancy,  their  multiplication 
and  growth,  when  once  they  enter  into  the  general  domain  of  popular 
discussion,  are  among  the  things  which  may  most  confidently  be  ex- 
pected. 


BOOX  y.—  OF  THE  INFLUENCE  OF  GOVERNAfENT, 


CHAPTER  I. 

OF  THE  FUNCTIONS  OI-'  OOVERNMEXt  JN  GENERAL. 

§  I.  One  of  the  most  disputed  questions  both  in  political  science  and 
in  practical  statesmanship  at  this  particular  period,  relates  to  the  proper 
limits  of  the  functions  and  a(,*cncy  of  povemments.  At  other  times  it  has 
been  a  subject  of  controversy  how  governments  should  be  constituted, 
and  according  to  what  principles  and  niles  they  should  exercise  their 
anthority  ;  but  it  is  now  almost  equally  a  question,  to  what  departments 
of  human^iffairs  that  auihoriiy  should  extend.  And  when  the  tide  sets 
so  strongly  towards  changes  in  government  and  legislation,  .as  a  means 
of  improving  the  condition  of  mankind,  this  discussion  is  more  likely  to 
increase  than  to  diminish  in  interest.  On  the  one  hand,  impatient 
reformers,  thinking  it  easier  and  shorter  to  get  possession  of  the  govem- 
mcnt  than  of  ihe  intellects  and  dispositions  of  the  public,  are  under  a 
constant  temptation  to  stretch  the  province  of  government  beyond  due 
bounds  :  ivhile,  on  the  other,  mankind  have  been  so  much  accuslomed 
b)'  their  rulers  to  interference  for  purposes  other  than  the  public  good,  or 
under  an  erroneous  conception  of  what  that  good  requires,  and  so  many 
rash  propositions  arc  made  by  sincere  lovers  of  improvement,  for  attempt- 


FUNCTIONS  OF  COVERKMENT  iN  GENERAL. 


S'l 


lag,  by  coLiipulsory  regulation,  the  allainnient  of  objects  whicU  can  only 
be  effectually  or  only  u&cfully  compassed  by  opinion  and  discussion,  that 
there  has  grown  up  a  spirit  of  resistance  ;>i  limine  to  the  inteifcrence  of 
government,  merely  as  such,  and  a  disposition  to  restrict  its  sphere  of 
action  within  the  narrowest  bounds.  From  differences  in  the  historical 
development  of  different  nations,  not  necessary  to  be  here  dwelt  upon, 
the  former  excess,  thsit  of  exayyerating  the  piuvitice  of  ifovenament, 
prevails  most,  botli  in  theory  and  iu  practice,  among  the  Continental 
nations,  while  in  England  the  contrary  spirit  is  decidedly  predominant. 

The  general  principles  of  the  question,  in  so  far  as  it  is  a  question  of 
principle,  1  shall  make  an  attempt  to  determine  in  a  later  chapter  of  this 
Book  :  after  first  considering  the  elTccts  produced  by  the  conduct  of 
goverament  in  the  exercise  of  the  functions  univcrsalEy  acknowlcdg-ed  to 
GclorLg  to  i[.  For  this  piuposc,  there  must  be  a  specification  of  the 
functions  which  are  either  inseparable  from  the  idea  of  a  government,  or 
are  exercised  habitually  and  without  objection  by  all  governments  ;  as 
distinguished  from  those  respecting  which  it  has  been  considered 
questionable  whether  governments  should  exercise  Uiem  or  not.  The 
fornier  may  be  tcnmed  the  tiarsmry,  the  latter  the  <?piiQna(^  functions  of 
governmeni.  By  the  lerm  optional  it  is  not  meant  to  imjjly  that  it  can 
ever  be  a  matter  of  intlifTcience  or  of  arbitrary  choice,  whether  the 
government  should  or  should  not  take  upon  itself  the  functions  in 
question  ;  but  only  that  the  expediency  of  its  exercising  them  does  not 
amount  to  necessity,  and  is  a  subject  on  which  diversity  of  opinion  does 
or  may  exist. 

§  2.  In  attempting  to  enumerate  the'necessary  functions  of  govern- 
ment, we  find  them  to  be  considerably  more  muhifarioiis  than  most 
people  are  at  first  aware  oF,  and  not  capable  of  being  circumscribed  by 
those  very  definite  lines  of  demarcation,  which,  in  the  inconsideraleness 
of  popular  discussion,  it  is  often  atteinptcd  to  draw  round  them.  We 
sometimes,  for  example,  hear  it  said  that  governments  ought  to  confine 
tlicmselves  to  aflording  protection  against  force  and  fraud ;  that,  these 
two  things  apart,  people  should  be  free  agents,  able  to  take  care  of  them* 
selves,  and  that  so  long  as  a  person  practises  no  violence]  or  deception, 
to  the  injury  of  others  in  person  or  property,  he  has  a  claim  to  do  as  he 
likes,  without  being  molested  or  restricted  by  judges  and  legislators. 
Lut  why  should  people  be  protected  by  their  government,  that  is,  by  iheir 
own  collective  strength,  against  violence  and  fraud,  and  not  against 
other  evils,  except  that  the  expediency  is  more  obvious  ?  If  nothing,  but 
what  people  cannot  possibly  do  for  themselves,  can  be  fit  to  be  done  for 
them  by  government,  people  might  be  required  to  protect  themseb  es  by 
their  skill  and  courage,  even  against  force,  or  to  beg  or  buy  protection 
against  it,  as  they  actually  do  where  the  government  is  not  capable  of 
protecting  them  :  and  against  fraud  everyone  has  the  protection  of  his 
own  wits.  But  without  further  anticipating  the  discussion  of  principles, 
it  is  sufficient  on  the  present  occasion  10  con&ider  facts. 

Under  which  of  these  heads,  the  repression  of  force  or  of  fraud,  are  we 
to  place  the  operation,  for  example,  of  the  l.iws  of  inheritance  ?  Sonic 
such  laws  must  exist  in  all  societies.  It  may  be  said,  perhaps,  that  in  this 
matter  goveniment  has  merely  to  give  effect  to  the  disposition  which  an 
individual  makes  of  his  own  properly  by  will.  This,  however,  is  at  least 
extremely  disputable  ;  there  is  probably  no  country  by  %vho5e  laws  the 
(iQwer  of  lestamentaiy  disposition  is  perfectly  absolute.    And  suppose  the 


s«» 


riJE  tNFLUEi^CE  OP  COVER^iitE^fT. 


very  common  case  of  there  being  no  will :  does  not  the  law,  that  is,  the 
Bovcrnmcnt,  decitlc  on  principles  of  general  expediency,  who  shall  take 
the  sLicce^sion  ?  and  in  c:isc  the  successor  is  in  any  manner  incompctcni, 
does  it  not  appoint  persons,  freqiienliy  officei"3  of  its  own,  to  collect  the 
properly  and  npply  il  to  his  benefit  ?  There  arc  m.T.ny  other  cases  in 
which  the  govemiTicnt  imderiakes  ihe  administration  of  pro[>eily,  because 
the  public  interest,  or  perhaps  only  that  of  the  panicular  personi 
concerned,  is  thought  to  require  it.  This  is  often  done  :n  cases  of  l:ii- 
l{atcd  property,  and  in  cases  of  judicially  declared  insolvency.  It  haa 
•never  been  contended  Uiat  in  doing  these  things  a  government  exceeds  its 
province. 

Nor  is  the  function  of  the  law  in  defining  property  itself,  so  simple  a 
thing  as  may  be  supposed.  It  may  be  imagined,  perhaps,  that  the  law 
has  only  to  declare  and  protect  the  right  of  everyone  to  what  he  has 
himself  produced,  or  acqiiircd  by  the  voluntary  consent,  fairly  obtained, 
of  those  who  pjodiiced  it-  But  Is  there  nothing  recognised  as  property 
except  what  has  been  produced?  Is  there  not  the  eaith  Itself,  its  forests 
and  waters,  and  all  other  natural  riches,  above  and  below  the  surface? 
These  are  the  inheritance  of  the  human  race,  and  there  must  be  regu- 
latinns  for  the  common  enjoyment  of  it.  What  rights,  and  under  what 
condilions,  a  person  shall  be  allowed  to  exercise  over  any  portion  of  this 
co]i\nion  inheritance,  cannot  be  left  umiecided.  No  function  of  govern- 
ment is  less  optional  than  the  regulation  of  these  things,  or  more  com- 
pletely involved  in  the  idea  of  civiliiied  society. 

Again,  the  legiiima<:>'  is  conceded  of  repressing  violence  or  treachery ; 
but  under  which  of  these  heads  arc  we  to  place  the  obligation  imposed  on 
people  to  perform  their  contracts?  Non-performance  does  not  neces- 
sarily imply  fraud  ;  the  person  who  entered  into  the  contract  may  have 
sincerely  intended  to  fulfil  it  ;  his  mind,  or  his  circumstances,  may  have 
altercd  ;  or  not  even  that,  since  the  omission  to  perform  may  be  a  mere 
case  of  neglect.  Is  il  no  part  of  the  duty  of  govertnnetits  to  enforce 
contracts?  Here  the  doctrine  of  non-interference  would  no  doubt  be 
stretched  a  little,  and  it  would  be  said,  that  enforcing  contracts  is  not 
regulating  the  affairs  of  individuals  at  the  pleasure  of  government,  but 
giving  effect  to  their  own  expressed  desire.  Let  us  acquiesce  in  this 
■enlargement  of  the  restrictive  theory,  und  take  it  for  whnt  it  is  worth. 
But  governments  do  not  limit  their  concern  with  contracts  to  a  simple 
enforcement.  They  take  upon  themselves  to  determine  what  contracts 
are  fit  to  be  enforced.  It  is  not  cnou,!:rh  that  one  person,  not  being  either 
cheated  or  compelled,  makes  a  piomisc  to  another.  There  arc  promises 
by  which  it  is  not  for  the  public  good  that  persons  should  have  the  po\vcr 
of  binding  themselves-  To  say  nothing  of  engagements  lo  do  somethinj; 
contrary  to  law,  there  arc  engagements  which  the  law  refuses  lo  enforce^ 
for  re.-i.sons  connected  with  the  interest  of  Ihe  promisor,  or  with  the 
general  policy  of  the  slate.'  A  contract  by  which  a  person  sells  himself  lo 
another  as  a  slave,  would  be  declared  void  by  the  tribunals  of^his  and  of 
most  otiier  European  countries.  There  are  ^e^^■  nations  whose  laws  would 
enforce  a  runtract  for  what  whs  looked  uptm  as  pnisiitution,  or  any 
matrimonial  engayemcnl  of  which  the  conditions  varied  in  any  respect 
from  those  which  the  law  had  thought  fit  to  prescribe.  Btit  when  once  it 
is  admitted  that  there  arc  any  engagements  which  for  reasons  of  expe* 
dicncy  the  law  ought  not  to  enforce,  the  same  question  is  necessarily 
Ctpencd  with  respect  to  all  engagements.    Whether,  for  example,  the  laif 
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^should  enforce  a  ttontract  to  labour,  wlieu  tlie  w.ig:e5  are  too  low,  or  ilie 

I  hours  of  work  too  severe  :  whether  it  should  enforce  a  contract  by  which 

j'a  person  binds  himself  to  icirinin,  for  more  th.iii  a  vei-y  limited  period,  in 

[the  service  of  a  g-ivcn  individual :  whether  a  contract  of  marriage,  entered 

into  for  life,  should  continue  to  be  enforced  against  the  deliberate  will  of 

[the  persons,  or  of  either  of  the  pei-sons,  who  entered  into   il.     Every 

rquesiion  which  can  possibly  arise  as  to  the  policy  of  contracts,  and  of  the 

relations  which  they  establish  among  humaTi  beings,  is  a  (question  for  the 

legislator  ;  and  one  which  he  cannot  escape  from  considering,  and  in  some 

way  or  other  decidin|;. 

Again,  the  prevention  and  suppression  of  force  and  fraud  afford  appro- 
priate cmploymenl  for  soldiers,  policemen,  and  criminal  judges  ;  but  there 
Pare  also  civil  iribimals.  The  punishment  of  wrong  is  one  business  of  an 
ftd ministration  of  justice,  but  is  not  the  decision  of  disputes  another? 
Innumerable  disputes  arise  between  persons,  without  mafaftiics  on  either 
side,  through  misconception  of  their  legal  rights,  or  from  not  being-  agreed 
about  the  facts,  on  the  proof  of  which  those  rights  arc  legally  dependent. 
Is  it  not  for  the  general  interest  that  the  stale  should  appoint  persons  to 
clear  up  these  uncertainties  and  tcvnilnate  these  disputes  ?  It  cannot  be 
said  to  be  a  case  of  absolute  necessity.  People  miyht  appoint  an 
arbitrator,  and  engage  to  submit  to  his  decision,  and  they  do  so  where 
there  are  no  couits  of  justice,  or  where  the  courts  are  not  trusted,  or  where 
tUeir  delays  and  expenses,  or  the  irrationality  of  their  rules  of  evidence, 
deter  people  from  resorting  to  them.  Still,  it  is  universally  thought  right 
that  the  state  should  establish  civil  tribunals  ;  and  if  their  defects  often 
drive  people  to  have  recourse  to  substitutes,  even  then  the  power  held 
in  reserve  of  carrying  the  case  before  a  legally  constituted  court,  gives  to 
the  substitutes  their  principal  efficacy. 

Not  only  does  the  state  undertake  to  decide  disputes,  it  takes  pre- 
cautions beforehand  that  disputes  may  not  arise.  The  laws  of  most 
countries  lay  down  rules  for  determining  many  things,  not  because  it  is 
ofmtiich  consequence  in  what  way  they  are  determined,  but  in  order  that 
they  may  be  determined  somehow,  and  there  may  be  no  question  on  the 
subject.  The  law  prescribe?;  forms  of  words  for  many  kinds  of  contract, 
in  order  that  no  aispute  or  misunderstanding  may  arise  from  their 
meaning ;  it  makes  i>rovision  that  if  a  dispute  does  arise,  evidence  shall 
be  procurable  for  deciding  it,  by  requiring  that  the  document  be  attested 
by  witnesses  and  execnled  with  certain  formalities.  The  law  preser\-es 
auEbentic  evidence  of  facts  to  which  legal  consequences  are  attached,  by 
keeping  a  registi7  of  such  facts  :  as  of  births,  deaths,  and  marriages,  of 
wills  and  contracts,  and  of  judicial  proceedings.  In  doing  these  things,  it 
has  never  been  alleged  that  government  oversteps  the  proper  limits  of  its 
functions. 

Again,  however  wide  a  scope  we  may  allow  to  the  doctrine  that  in- 
dividuals are  the  proper  guardians  of  their  own  interests,  and  that  govern- 
ment owes  nothing  to  them  but  to  save  them  from  being  interfered  with 
by  other  people,  the  doctrine  can  never  be  applicable  to  any  persons  but 
those  who  arc  capable  of  acting  in  their  own  behalf.  The  individual  may 
be  an  infant,  or  a  lunatic,  or  fallen  Into  imbecility.  The  law  surely 
must  look  after  the  interest  of  such  persons.  It  does  not  n:^cessarily  do 
this  through  officers  of  its  own.  It  may  devolve  the  trust  upon  some 
relative  or  connexion.  But  in  doing  so  is  its  duty  ended  ?  Can  it  make  over 
(he  interests  of  one  person  to  the  tjontrol  of  another,  and  be  excused  from 
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supcrviiiioii.  or  from  koldlog  the  person  thus  trusted  re$poiuibIe  /or  ili£ 
discharge  of  the  trust  ? 

There  is  a  multitude  of  ums  in  which  governments,  with  gcnci.il 
Hpprobilion,  assume  pou-ers  and  execute  functions  for  which  no  reason 
can  be  assigned  except  the  simple  one,  that  they  conduce  to  general  con* 
venicnce.  We  may  take  as  an  example,  the  power  (which  is  a  monopoly 
too)  of  coining  mooey.  This  is  a^^umcd  for  no  more  recondite  purpose 
than  that  of  saving  to  individuals  the  trouble,  delay,  and  expense  of 
weighing  and  assaying.  No  one,  however,  even  of  those  most  jealous  of 
state  interference,  has  objected  to  this  as  an  improper  exercise  of  the 
powers  of  govemmenc.  Prescribing  a  set  of  standard  weights  and 
measures  is  another  instance.  Paving,  lighting,  and  cleansing  the  streets 
and  ttiurougbfares,  is  another  ;  whether  dune  by  the  general  government, 
or,  as  is  more  usual,  and  geoeraliy  more  advisable,  by  a  uiunicij>al 
authority.  Making  or  improving  harbours,  building  lightliouses,  makmg 
surveys  in  order  to  have  accurate  maps  and  charts,  raising  dykes  to  keep 
the  sea  out,  and  embankments  to  keep  rivers  in,  arc  cases  tn  point. 

Examples  might  be  indefinitely  multiplied  without  intruding  on  any 
disputed  ground.  But  i:nough  has  been  said  to  show  that  tlie  admitted 
functirjns  of  government  embrace  a  much  wider  field  than  can  easily  be 
included  within  the  ring-fence  of  any  restrictt-d  definition,  and  that  it  i> 
hardly  possible  to  find  .any  ground  of  justification  common  to  them  all, 
except  the  comprehensive  one  of  general  expediency  ;  nor  to  limit  the 
interference  of  government  by  any  universal  rule,  save  the  simple  and 
vague  one  that  it  should  never  be  admitted  but  when  the  case  of  expe- 
diency is  strong. 

§  3.  Some  observations,  however,  may  be  usefully  bestowed  on  ihfc 
nature  of  th'c  considerations  on  which  the  question  of  govcmmcut  mtcr- 
fcrcncc  is  most  likely  to  turn,  and  on  the  mode  of  estimating  the  com- 
parative itia^Tiiludc  of  the  expediencies  involved.  This  will  form  the  last 
of  the  three  parts  into  which  our  discussion  of  the  principles  and  efTccls  (A 
government  interference  may  conveniently  be  divided.  The  fnlloiving 
will  be  our  division  of  the  subject. 

We  shall  first  consider  the  economical  effects  arising  from  the  manner  in 
which  KOvemmenls  perform  tlieir  necessary  and  acknowledged  functions. 

We  shall  then  pr^ss  to  certain  governmental  niterferences  uf  what  I 
have  termed  the  optional  kind  (i.e.,  overstepping  the  boundaries  of  the 
universally  acknowledged  functions)  which  have  heretofore  taken  place, 
and  iu  some  cases  still  lake  place,  under  the  influence  of  false  general 
theories. 

It  will  lastly  remain  to  Inquire  whether,  independently  of  any  false 
theoi7,  and  consistency  with  a  correct  view  of  the  laws  which  regulate 
human  affaira,  there  l>e  any  cases  of  the  optional  class  in  which  gavcrn- 
raental  interference  is  really  advisable,  and  what  are  those  cases. 

The  first  of  these  divisions  is  of  an  extremely  miscellaneous  character : 
since  tlie  necessary  functions  of  government,  and  those  which  .ire  so 
manifestly  expedient  that  they  have  never  or  very  rarely  been  objected  to, 
arc,  as  already  pointed  out,  too  various  to  be  brought  under  any  very 
simple  classification.  Those,  however,  which  are  of  principal  importance, 
which  alone  it  is  necessary  here  to  consider,  may  be  reduced  to  ti>c 
following  gencial  bends. 

First,  the  means  adopted  by  governments  to  raise  the  revenue  which 
is  the  condition  of  their  existence. 
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Secondly,  the  nature  of  the  la«s  wliicli  they  prescribe  on  the  two  great 
subjects  of  Property  and  Contracts. 

Thirdly,  the  excellences  or  defects  of  the  system  of  means  by  which 
they  enforce  generally  the  oiecution  of  iheir  laws,  nnmcly,  their  judicature 
and  police. 

We  commence  with  the  first  head,  that  is,  with  the  theory  of  Taxation. 


^ 


CHAPTER  11. 
OF  THE  GENERAT.  PRINXIIT-ES  OF  TAXATION. 

5  I.  Tlie  qu.ilities  desirable,  economically  speaking,  in  a  system  of 
taxation,  have  been  embodied  by  Adam  Smith  in  four  maxims  or  prin- 
ciples, which  having  been  g^enerally  concurred  in  by  subsequent  writers, 
may  be  said  to  have  become  classic.il,  and  this  chapter  cannot  be  better 
commenced  than  by  quoting  them* 

'  I.  The  subjects  of  every  state  ought  to  contribute  to  the  support  of  the 
government,  as  nearly  as  passible  in  proportion  to  their  respective 
abilities:  that  is,  in  proportion  to  the  revenue  which  they  respectively 
enjoy  under  the  protection  of  the  state.  In  the  observation  or  neglect  of 
this  maxim  consists  what  is  called  the  equality  or  inequality  of  taxarion. 

'  2.  The  tax  which  each  individual  is  hound  to  pay  ought  to  be  certain, 
and  not  arbitraiy.  The  dmc  of  payment,  the  manner  of  papnenl,  the 
quantity  to  be  paid,  oii^ht  all  to  be  clear  and  plain  to  the  contributor  and 
to  every  uther  person.  Where  it  is  odierwise,  every  person  subject  to 
the  tax  is  put  more  or  less  in  the  power  of  the  tax-gatherer,  who  can 
cither  aggravate  the  tax  upon  any  obnoxious  contributor,  or  extort  by  the 
terror  of  such  aggravation  some  present  or  perquisite  to  himself.  The 
uncertainty  of  taxation  encourages  the  insolence  and  favours  the  corrup- 
tion of  an  order  of  men  who  arc  naturally  unpopular,  even  when  they  arc 
neither  insolent  nor  corrupt.  The  certainty  of  what  each  individual  ought 
to  pay  is,  in  taxation,  a  matter  of  so  great  importance,  that  a  very  consider- 
able dc^'rec  of  inequality,  it  appears,  1  believe,  from  die  experience  of  all 
nations,  is  not  near  so  great  an  evil,  as  a  very  small  deyree  of  uncer- 
tainty. 

'  3-  Every  ti\x  ought  to  be  levied  at  the  time,  or  in  the  manner  in  which 
it  is  most  likely  to  be  convenient  for  the  contributor  to  pay  it.  A  tax 
upon  the  rent  of  land  or  of  houses,  payable  at  the  same  term  at  which 
such  rents  are  usually  paid,  is  levied  at  the  time  when  it  is  most  likely  to 
be  convenient  for  the  contributor  to  pay,  or  when  he  is  most  likely  to  have 
whereiviLlial  to  pay.  Taxes  upon  such  constiinable  goods  as  are  articles 
of  luxury,  are  all  finally  paid  by  the  consumer,  and  generally  in  a  manner 
that  is  vzry  convenient  to  him.  He  pays  them  by  little  and  little,  as  he 
has  occasion  to  buy  the  goods.  As  he  is  at  liberty,  too,  either  to  buy 
or  not  to  buy,  as  he  pleases,  it  must  be  his  own  fault  if  he  ever  sulTcrs  any 
considerable  inconvenience  from  sucli  taxes. 

'4.  Every  tax  ought  to  be  so  contrived  as  both  lo  take  out  and  to  keep 
out  of  the  pockets  of  the  people  as  little  as  possible  over  and  above  what 
it  brings  into  the  public  treasury  of  the  state.    A  tax  may  either  take  out 

•  Wra/M  c///diienj,  book  v.  ch.  ii. 
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or  keep  Old  of  the  pockets  of  the  people  a  Jtreat  deal  more  than  h  hnt^ 
into  the  public  treasury,  in  the  four  following  nays.     First,  the  It*-jTi^  M 

it  may  require  a  great  number  of  officers,  whose  salaries  may  eat  up  thi 
greater  part  of  the  produce  of  the  ux,  and  whose  perquisites  niay  imp 
another  additional  tax  upon  the  people.'  Secondly,  it  may  divert  a  por- 
tion of  the  labour  and  capital  of  the  community  fronf  a  more  to  a  less 
productive  employment  'Thirdly,  by  the  forfeitures  and  oiher  penalties 
which  those  unfortunate  individuals  incur  who  aticmpt  unsuccessfully  to 
evade  the  (as,  it  may  frequently  ruin  them,  and  thereby  put  an  end  to  the 
benefit  which  the  communit>'  might  have  derived  from  the  employment  ol 
their  capitals.  An  injudicious  tax  olfers  a  great  temptation  to  smu^^lin^. 
Fourthly,  by  subjecting  the  people  to  the  frequent  vistta  and  the  odiuu^i 
examination  of  the  ta.x- gatherers,  it  may  expose  ihem  to  much  unnecessary 
trouble,  vexation,  ftnd  oppression  :'  to  which  may  be  added,  that  the 
restrictive  regulations  to  which  trades  and  manufactures  are  often  subjected 
to  prevent  e^-asion  of  a  tax,  arc  not  only  in  themselves  troublesome  and 
expensive,  but  often  oppose  insuperable  obstacles  to  makinjj  improvements 
in  the  process. 

The  last  three  of  these  four  maxims  require  Utile  other  explanation  or 
illuslralion  th.-in  is  contained  in  the  p^ssa^'e  itself.  How  far  any  given 
tax  conforms  to,  or  conflicts  with  them,  is  a  matter  to  be  considered  in 
the  discussion  of  panicular  taxes.  Hut  the  ISrst  of  the  four  points, 
cqualityof  taxation,  requires  to  be  more  fiiUy  examined,  being  a  thing  often 
tmpcrfccily  understood,  and  on  which  many  false  notions  have  become  to 
a  certain  degree  accredited,  through  the  absenceof  any  definite  principles 
of  judgment  in  ihc  popular  mind. 

§  2.  For  what  reason  ought  equality  to  be  the  rule  in  matters  of  taxa- 
tion ?  For  the  reason,  that  it  ouylu  to  be  so  in  all  affairs  of  government 
As  a  government  ought  to  niake  no  distinction  of  persons  or  classes  in 
the  strength  of  their  claims  on  it,  whatever  sacrifices  it  requires  fiom 
them  should  be  made  to  bear  as  ntarly  as  possible  with  the  same  prci«urc 
upon  all.  which,  it  must  be  observed,  is  the  mode  by  which  least  sacrifice 
is  occasioned  on  the  whole.  If  any  one  bears  less  than  his  fair  share  of 
the  burthen,  some  other  person  must  suffer  more  than  his  share,  and  the 
alleviation  to  the  one  is  not,  caieris  pizrihus,  so  great  a  good  to  him,  as 
the  increased  pressure  upon  the  other  is  an  evil.  Equality  of  taxation, 
therefore,  as  a  maxim  of  politics,  means  equality  of  sacrifice.  It  means, 
apjiortiontng  the  contribution  of  each  per5on  towards  the  expenses  of 

f'ovemment,  so  that  he  shall  feel  neither  more  nnr  less  inconvenience 
rom  his  share  of  the  payment  tlian  everj'  other  person  exiwriences  from 
his.    This  standard,  like  other  standards  of  pei-fenion,  cannot  be  com- 

Clelely  reali/.ed  ;  hut  the  first  object  in  e\cry  practical  discussion  should 
c,  to  know  what  perfection  is. 

llierc  are  persons,  however,  who  are  not  content  with  the  general 
principles  of  justice  as  a  basis  to  ground  a  rule  of  finance  upon,  but  must 
nave  sometlnng,  as  they  think,  more  specifically  appropriate  to  the 
subjcrt.  What  best  pleases  them  is,  to  regard  the  (axes  paid  by  each 
member  of  the  community  as  an  equivalent  for  v.iliie  rcrcivcd,  in  the 
hhapc  of  service  to  himself;  and  they  prefer  to  rest  the  justice  of  making 
each  contribute  in  proportion  to  his  me.ins,  upon  the  ground,  that  he  who 
has  twice  as  much  property  to  be  protected,  receives,  on  an  accurate 
calculation,  twice  as  much  protection,  and  ought,  on  the  principles  of 
.bargain  and  sAle,  to  pay  twice  as  much  for  it.    Since,  however,  the 
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nssumption  ihat  governnienl  exists  solely  for  ihe  protection  of  property, 
is  nntone  to  be  deliberately  adlicred  lo  ;  some  consistent  adherents  of  the 
gfi/i/ fin?  ^jfff  pr'mc\pl't  go  on  to  observe,  that  protection  being  required 
for  person  as  well  as  propeny,  and  everybody's  person  receiving  ihe  same 
amount  of  protection,  a.  poll-lax  of  a  fixed  sum  per  head  is  a  proper 
etjuivalcnt  for  this  pari  of  Uie  benefits  of  t;oveniinent,  while  Ihe  remaining 
part,  protection  in  property,  should  be  paid  for  in  proportion  lo  property. 
There  is  in  this  adjustment  a  false  air  of  nice  adaptation,  very  acceptable 
to  some  minds.  I5ut  in  the  first  place,  it  is  not  admissible  that  the 
protection  of  persons  and  that  of  property  are  the  sole  purposes  of  j,'OVcm- 
raent.  The  ends  of  government  are  as  comprehensive  as  those  of  the 
social  union.  They  consist  uf  all  the  t;oud,  and  all  the  immunity  from 
evil,  which  the  existence  of  government  can  be  made  either  directly  or 
indirectly  to  bestow.  In  the  second  place,  the  practice  of  setting  definite 
values  on  things  essentially  indefinite,  and  ma,king  them  a  ground  of 
practical  conclusions,  is  peculiarly  fertile  in  false  views  of  social  questions. 
It  cannot  be  admitted,  that  to  be  protected  in  Ihe  ownership  of  Icn  times 
as  mucli  property,  is  to  be  ten  times  as  much  protected.  Whether  the 
labour  and  expense  of  the  protection,  or  the  feelings  of  the  protected 
person,  or  any  other  definite  thing  be  made  the  standard,  there  i.s  no  such 
proportion  as  the  one  supposed,  nor  any  other  definable  proportion.  If 
ive  w.intcd  to  estimate  tlie  degrees  of  benefit  which  different  persons 
derive  from  the  protection  of  government,  >VE  should  have  to  consider 
wlio  would  sulTer  most  if  that  protection  were  wilhdraivn  :  to  which 
question  if  any  answer  could  be  made,  it  must  be,  that  those  would  suffer 
most  who  were  weakest  in  mind  or  body,  either  by  nature  or  by  position. 
Indeed,  such  persons  would  almost  infallibly  be  slaves.  If  there  were  any 
justice,  therefore,  in  the  theory  of  justice  now  under  consideration,  those 
who  are  least  capable  of  helping  or  defending  tliemselves,  being  those  to 
whom  the  protection  of  government  is  the  most  indispensable,  ought  to 
pay  the  greatest  share  of  its  price  :  the.  reverse  of  the  true  idea  of 
distributive  justice,  which  consists  not  in  imitating  but  in  redressing  the 
inequalities  and  wrongs  of  nature. 

(".ovcmment  must  be  reg:arded  as  so  pre-eminenity  a  concern  of  all, 
that  to  detennine  who  is  most  interested  in  it  is  of  no  real  importance. 
If  a  person  or  class  of  persons  receive  so  small  a  share  of  the  benefit  as 
makes  it  necessary  to  raise  the  tjueslion,  there  is  something  else  than 
taxation  which  is  amiss,  and  the  thmg  to  be  done  is  to  remedy  the  defect, 
nnt  to  recognise  it  and  make  it  a  ground  for  demanding  less  taxes.  As, 
in  a  case  of  voluntary  subscription  for  a  ptii-pose  in  which  all  are  interested, 
all  are  thought  to  have  done  their  part  fairly  when  each  has  contributed 
according  to  his  means,  that  is,  has  made  an  equal  sacrifice  for  the 
common  object  ;  in  like  manner  shcnild  this  be  the  principle  of  com- 
pulsory contributions,  and  it  is  sitpeifluous  to  look  for  a  more  ingenious 
or  recondite  ground  lo  rest  the  principle  upon. 

g  3.  Setting  out,  then,  from  the  m.-Lxim  that  equal  sacrifices  ought  to 
be  demanded  from  all,  we  have  next  to  inquire  whether  this  is  m  fact 
done,  by  m.iking  each  contribute  the  same  percentage  on  his  pecuniary 
means.  Msiiy  persons  inaintain  the  negative,  saying  that  a  tenih  part 
taken  from  a  small  income  is  a  heavier  burthen  than  Ihe  same  fraction 
deducted  from  one  much  larger  :  and  on  this  is  grounded  the  very 
popular  scheme  of  what  is  called  a  gr.nduated  property  tax,  viz..  an  income 
tax  in  which  the  percentage  rises  with  the  amount  of  the  htcomii. 
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On  th«  best  consideration  I  am  able  to  give  to  this  question,  it  appcan 
to  me  that   the  portion  of  tnitli  which  the  doctrine  contains,  arises 

Etrincipally  from  the  difference  between  a  tax  whith  can  be  saved  from 
uxuries,  and  one  which  trenches,  in  ever  su  small  a  dej^rec,  upon  the 
necessaries  of  life.  To  take  n  thousand  a  year  from  (he  possessor  of  ten 
thousand,  would  not  deprive  him  of  anything  really  conducive  either  to 
the  support  or  to  the  comfort  of  existence ;  and  if  such  would  be  the 
effect  of  talcing  five  pounds  from  one  whose  income  is  6fty,  the  sacrifice 
required  from  the  last  is  not  only  greater  than,  but  euiirely  incoai- 
mensurable  with,  that  imposed  upon  the  first.  The  mode  of  adjusting 
these  inequalities  of  pressure  which  seems  to  be  the  most  equitable,  is 
that  recommended  by  Benlham,  of  leaving  a  certain  minimum  of  income, 
sufficient  to  provide  the  necessaries  of  life,  untaxed.  Suppose  50/.  a  year 
to  be  an  income  ordinarily  sufficient  to  provide  a  modtrately  numerous 
labouring  family  with  the  requisites  of  life  and  heattli,  and  with  protection 
against  habitual  bodily  sulTering,  l)ut  not  with  any  indulgences.  This  then 
should  be  made  ihc  minimum,  and  incomes  exceeding  it  should  pay  taxes 
not  upon  their  whole  amount,  but  upon  the  surplus.  If  the  tax  be  ten  per 
cent,  an  income  of  60/.  should  be  considered  as  a  net  income  of  10/.,  and 
cliarged  with  \l.  a  year,  while  an  income  of  1000/.  should  be  charged  as 
one  of  950/.  Each  would  then  pay  a  fixed  proportion,  nut  of  his  whole 
means,  but  of  his  superfluities.  An  income  not  exceeding  poi.  should  not 
be  taxed  at  all,  eitner  directly  or  by  taxes  on  necessaries ;  for  as  by 
supposition  this  is  the  smallest  income  which  a  labouring  family  aught  to 
have,  the  government  ought  not  to  he  a  parly  to  making  it  smaller. 
This  arrangement  however  would  constitute  a  reason,  in  addition  to 
others  which  might  be  stated,  for  m.iintaining  indirect  taxes  on  articles 
of  hixtu-y  consumed  by  the  poor.  The  immunity  extended  10  the  income 
required  for  necessaries,  should  depend  on  its  being  acmally  expended 
for  that  purpose  ;  and  die  pour  who,  not  having  tnurc  than  enough  for 
necessaiies,  divert  any  part  of  it  to  indulgcncL-s,  should  like  other  people 
cnntributo  their  quota  out  of  those  indulgences  fo  the  expenses  of  the 
state. 

The  exemption  in  favour  of  the  smaller  incomes  should  not,  I  think,  be 
stretched  further  than  10  iht  amount  of  income  needful  for  life,  hcahh, 
and  immujiity  from  bodily  pain.  An  income  of  joo/.  jl  year  would,  as  it 
secnvs  to  me,  obtain  all  the  relief  It  is  entitled  to^  compared  willi  one  <rf 
1000/,,  by  being  taxed  only  on  50/'.  of  its  amount.  It  may  be  said,  indeed, 
that  to  take  too/,  from  1000/'.  (even  giving  back  five  pounds)  is  a  heavier 
impost  than  toco/,  taken  from  10,000/ fgivmg  back  the  same  five  pounds). 
Hut  this  dortrinc  seems  to  me  too  disputable  altogether,  and  e\'en  if  true 
tit  all,  not  true  to  a  sufUcicnt  extent,  to  be  made  the  foundation  of  any  ndc 
of  tiixiition.  To  tax  all  incomes  in  an  equal  ratio,  would  be  unjust  to 
ihnse,  the  ^jrcatcr  part  of  whose  income  Is  required  fur  necessaiies  ;  but  I 
can  see  no  fairer  sljindard  of  real  equality  ih.in  to  lake  from  .ill  persons, 
whatever  may  be  their  amount  of  (ortunc,  the  same  arithmetical  pro- 
ponion  of  their  superfluities. 

Some  indeed  contend  that  this  rule  of  taxation  bears  harder  upon  the 
moderate  than  upon  the  large  incomes,  because  the  same  proportional 
pnvment  has  more  tendency  in  the  former  case  than  in  the  latter,  to 
reduce  the  jxayer  to  a  lower  grade  of  social  rank.  The  fact  appears  tc 
me  more  than  questionable.  But  even  admitting  it,  I  object  to  its  being 
coiisitJcreii  incumbent  oti  govcr^roeiM  vo  sVa,^  \Vi  cc)\i,ne  by  such  coa* 
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sidetations,  or  to  recognise  the  notion  ihat  social  importance  is  or  can  be 
detemiined  by  amount  of  expenditure.  Cio-vemment  oiig^ht  to  set  an 
exjimple  of  ratinjj  all  things  ax  their  tnic  value,  and  riches,  therefore,  at 
the  worth,  for  comfort  or  pleasure,  of  the  things  which  they  will  huy  :  and 
ought  not  to  sanction  the  vulgarity  of  priziny  them  for  the  pitiful  vanity  ' 
of  being  known  to  possess  them,  or  the  still  more  jjakry  shame  of  being 
suspected  to  be  without  ihem,  the  presiding  motives  of  tlirte-fuurths  of 
(he  expenditure  of  the  middle  classes.  The  saaifiiccs  of  real  comfort  or 
indulgence  which  government  requires,  it  is  bound  to  apportion  among;  all 
persons  with  as  much  equality  as  possible ;  but  their  sacrifices  of  the 
imaginary  dignity  dependent  on  expense,  it  may  spare  itself  the  trouble 
of  estimating. 

Both  in  England  and  on  the  Continent  a  graduated  property-tax 
{Pimpot  fro_^eisi/]h:n?,hf:tw  advocated,  on  the  avowed  ground  that  the 
state  should  use  the  instrument  of  taxation  as  a  means  of  mitig:uiiig  the 
inequalities  of  vveahh.  1  am  as  desirous  as  any  one,  that  means  shnuld 
be  taken  to  diminish  those  inequalities,  but  not  so  as  to  impair  the  motives 
on  which  society  depends  for  keeping  up  (not  to  say  increasing)  the 
produce  of  il5  labour  and  capital.  To  tax  the  larger  incomes  at  a  higher 
percentage  than  the  smaller,  is  to  lay  a  tax  on  industry  and  economy  ;  to 
impose  a  penahy  on  people  for  having  worked  harder  and  saved  more 
than  their  neighbours.  It  is  partial  taxation,  which  is  a  mild  form  of 
robbery.  A  just  and  wise  legislation  would  scrupulously  abstain  from 
opposing  obstacles  to  the  acquisition  of  even  the  largest  fortune  by  honest 
exertion.  Its  iinpattiality  uctween  competitors  would  consist  in  en- 
deavouring that  they  should  all  start  fair,  and  not  thai,  whether  they  were 
swift  or  slow,  all  should  reach  (he  goal  iit  once.  Many,  indeed,  fail  with 
greater  efforts  than  those  with  which  others  succeed,  not  from  diflerence 
of  merits,  but  difference  of  opportunities  ;  and  it  is  the  part  of  a  good 
govemment  to  provide,  that,  as  far  as  more  paramount  considerations 
permit,  the  inequality  of  opportunities  shall  be  remedied.  When  all  kinds 
of  useful  instruction  shall  be  as  accessible  as  they  might  be  made,  and 
when  the  cultivated  intelligence  of  the  poorer  classes,  aided  so  far  as 
necessary  by  the  guidance  and  co-operation  of  the  state,  shall  obviate,  as 
it  might  so  well  do,  (he  major  part  of  the  disabilities  attendant  on  poverty, 
the  inequalities  of  fortune  arising  from  people's  own  earnings  could  not 
justly  give  umbrage.  With  respect  to  the  large  fortunes  acquired  by  gift 
or  inheritance,  the  power  of  bequeathing  is  as  much  a  part  of  the  right  of 
property  as  the  power  of  usiny ;  that  is  not  in  the  fuUtbt  sense  a  j^erson's 
own,  which  he  is  not  free  to  bestow  on  others.  Ikit  this  is  one  of  those 
privileges  of  property  which  arc  fit  subjects  for  regulation  on  gioundsjof 
general  expediency  ;  and  I  have  already  suggested,*  as  the  most  eligible 
mode  of  restraining  the  accumulation  of  large  fortunes  in  the  hands  of 
those  who  have  not  earned  tiiem  by  exertion,  a  limitation  of  the  amount 
which  any  one  pei-son  should  be  perniilled  to  aciiulrc  by  gift,  bequest,  or 
inheritance.  Apart  from  this,  and  from  the  proposal  of  Hciitham  (also 
discussed  in  a  former  chapter)  that  collateral  mhcritance  »b  inlestalo 
should  cease,  and  the  property  escheat  to  the  state,  I  conceive  that  in- 
heritances and  legacies,  exceeding  a  certain  amount,  are  highly  proper 
subjects  for  taxation  ;  and  that  the  revenue  from  them  should  be  as  great 
as  it  can  be  inadc  without  giving  rise  to  evasions,  by  donation  intci'  vivos 
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hab\tt  or  from  on  villi  ngness  to  submit  to  impoverishment  and  so  the 
capitalist  might  continue  to  bear  the  whole  of  the  tax.  It  is  seen  from 
these  considerations  that  the  effects  of  a  tax  on  profits  arc  much  more 
complex,  more  various,  and  in  some  points  more  uncertain  than  writers  on 
the  subject  have  commonly  supposed. 

§  4-  We  turn  now  to  Taxes  on  Wages.  The  incidence  of  these  is  very 
different,  according'  as  the  wages  taxed  are  those  of  ordinary  unsWilled 
labour,  or  are  the  remuneration  of  such  skilled  or  privileged  employment^ 
whether  manual  or  intellectual,  as  arc  taken  out  of  the  sphere  of  compeit- 
tton  by  a  natural  or  a  conferred  monopoly. 

I  have  already  remarked,  that  in  the  present  low  state  of  popular 
education,  all  the  higher  grades  of  mental  or  educated  labour  are  at  a 
monopoly  price  ;  exceeding  the  wages  of  common  workmen  in  a  degree 
very  far  beyond  that  which  is  due  to  the  expense,  trouble,  and  loss  of 
time  required  in  qualifying  for  the  employment.  Any  tax  levied  on  these 
Kains,  which  still  leaves  tbem  above  (or  not  below)  their  just  proportion, 
falls  on  those  who  pay  it ;  they  have  no  means  of  relieviny  themselves  at 
the  expense  of  my  other  class.  The  same  thing  is  true  of  ordinary  wages, 
in  cases  like  that  of  the  United  States  or  of  a  new  colony,  whei-e,  capital 
increasing  as  rapidly  as  pnpulation  can  incrc.ise,  wages  are  kept  up  by  ihc 
increase  of  capital,  and  not  by  the  adherence  of  the  labourers  to  a  fixed 
slundaid  of  coniforts.  In  such  a  case,  some  deterioration  of  their  condi- 
tion, whether  by  a  tax  or  otherwise,  might  possibly  take  place  without 
checking  the  increase  of  population.  The  tax  would  in  that  case  fall  on 
the  labourers  themselves,  and  would  reduce  them  prematurely  to  that 
lower  state  to  which,  on  the  same  supposition  with  regard  to  their  habits, 
they  would  in  any  case  have  been  reduced  uhimaiely,  by  the  inevitably 
diminution  in  the  rate  of  increase  of  capital,  through  the  occupation  of  all 
the  fertile  land. 

Some  will  object  that,  even  in  this  case,  a  tax  on  wages  cannot  be 
detritnental  to  the  labourers,  since  the  money  raised  by  itj  being  expended 
in  the  country,  cnmes  back  to  the  labourers  a^aiii  through  the  demand  for 
labour,  The  fallacy,  however,  of  this  doctnne  has  been  so  completely 
exhibited  in  the  First  Book,*  that  1  need  rio  little  more  than  refer  to  ttial 
exposition.  It  was  there  shown  that  funds  expended  unproductively  hav« 
no  tendency  to  mise  or  keep  up  wages,  unless  when  expended  in  (be 
direct  purchase  of  labour.  If  the  government  took  a  ta.x  of  a  shilling  a 
week  from  every  labourer,  and  laid  it  all  out  in  hiring  labourers  for  military 
service,  public  works,  or  the  like,  it  would,  no  doubl,  indemnify  the 
labourers  as  a  class  for  all  that  the  tax  took  from  ihcm.  That  would 
really  be '  spending  the  money  among  the  people.'  But  if  it  expended  tbtt 
whole  in  buying  goods,  or  in  addinsj  to  the  salaries  of  employes  who 
bought  (foods  with  it,  this  would  not  mcrcase  the  demand  for  labour,  oc 
tend  to  raise  wages.  Without  revelling  to  the  proofs  formerly  given,  we 
may  rely  on  an  obvious  reduch'o  ad  absurdum.  If  to  take  money  from  the 
labourers  and  spend  it  in  commodities  is  giving  it  back  to  the  labourer^ 
then,  to  lake  money  from  other  classes,  and  spend  it  in  the  same  manner, 
must  be  giving  it  to  the  labourers  ;  consctiucntly  the  more  a  government 
lakes  in  taxes,  the  greater  will  be  the  demand  for  labour,  and  the  more 
opulent  the  condiiion  of  the  labourers.  A  proposition  the  absurdity  o( 
wttlch  no  one  can  fail  to  see. 
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In  the  condition  of  most  comtnuniiies,  wages  are  regulated  by  the 
habitual  standard  of  living  lo  which  llie  labourErs  adhere,  and  on  less  than 
which  they  will  not  muUiply.  Wliere  there  exists  such  a  standard,  a  tax 
on  wages  will  indeed  for  a  time  be  borne  by  ihe  labourers  themselves  ; 
but  unless  this  temporary  depression  has  the  eftcct  of  lowcrinjf  iho 
standard  itself,  the  increase  of  population  will  receive  a.  check,  which  will 
raise  wages,  and  restore  the  labourers  to  their  previous  condition.  On 
whom,  in  this  case,  will  the  tax  fall  ?  According  to  Adam  Smith,  on  the 
community  generally,  in  their  character  of  consumers  ;  since  tlie  rise  of 
wages,  he  thought,  would  raise  general  prices.  We  have  seen,  however, 
that  general  prices  depend  on  other  causes,  and  are  never  raised  by  any 
circumataucc  which  aft'ects  all  kinds  of  productive  employment  in  the  same 
manner  and  degree.  A  rise  of  wages  occasioned  by  a  tas,  must,  like  any 
other  increase  of  the  cost  of  labour,  be  defniyed  from  profits.  To  attempt 
to  lax  day-labourers,  in  an  old  country,  is  merely  to  impose  an  extra  lax 
upon  all  employers  of  common  labour  ;  unless  the  tax  has  the  much  worse 
effect  of  permajiently  lowering  the  standard  of  comfortable  subsistence  in 
the  minds  of  the  poorest  class. 

We  find  in  the  preceding  considerations  an  additional  argumenl  for  the 
opinion  already  expressed,  that  direct  Laxation  should  stop  short  of  the 
class  of  incomes  which  do  not  exceed  what  is  necessary  for  healthful 
existence.  Almost  all  these  very  small  incomes  are  derived  from  manual 
labour  ;  and,  as  we  now  sec,  any  tax  imposed  on  these,  cither  pcmianendy 
degrades  the  habits  of  the  labouring  class,  or  falls  on  profits,  and  burthens 
cipitiilists  with  an  indirect  tax,  in  addition  to  iheir  share  of  the  direct 
taxes  ;  which  is  doubly  objectionable,  both  as  a  violation  of  the  funda- 
mental rule  of  equality,  and  for  the  reasons  which,  as  already  shown, 
render  a  peculiar  tax  on  profits  detrimental  to  the  public  wealth,  and 
conseqiKntly  to  the  means  which  society  possesses  of  paying  any  taxes 
whatever. 

5  5.  We  now  pass,  from  Uxes  on  the  separate  kinds  of  income,  to  b  tax 
attempted  to  be  assessed  fairly  upon  all  kinds  ;  in  other  words,  an  Income 
Tax.  The  discussion  of  the  conditions  necessary  for  making  this  tax 
consistent  with  justice,  has  been  anlitipated  in  the  l.nst  clwpter.  We 
shall  suppose,  therefore,  that  those  conditions  are  complied  willi.  They 
arc,  £irst,  that  incomes  below  a  certain  amount  should  be  altngciher 
untaxed.  This  minimum  should  not  be  higher  than  the  amount  which 
suffices  for  the  necessaries  of  a  labouring  family  of  moderate  numbers. 
The  exemption  from  the  present  income-tax,  of  all  incomes  under  150/.  a 
year,  is  only  defensible  on  the  ground  that  some  taxes  on  necessaries  are 
still  kept  up,  and  that  almost  all  the  existing  taxes  on  indulgences  press 
more  heavily  on  incomes  between  50/.  and  150/,  than  on  any  others  what- 
ever. The  second  condition  is,  that  incomes  above  the  limit  should  be 
taxed  only  iu  proportion  to  the  surplus  by  which  ihey  exceed  the  limit. 
Thirdly,  that  life  incotnes  should  be  less  heavily  t.ixed  than  inheiilable 
incomes,  in  a  degree  as  nearly  as  possible  equivalent  to  the  increased 
need  of  economy  arising  from  tlieir  terminable  character.  Fourthly,  that 
incomes  which  are  jointly  the  result  of  capital  and  of  personal  exertion, 
should  be  taxed  intermediately  between  the  rate  for  inheritable  and  that 
for  life  incomes. 

An  income-tax,  fairly  assessed  on  these  principles,  would  be,  in  point 
of  justice,  the  least  exceptionable  of  all  taxes.  The  objection  to  it, 
which,  with  much  regret,  I  cannot  help  regarding  as  mvi.'^TaWvt^ '>» 
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tlie  impossibility  of  ascertaining  ilie  real  incomes  of  the  contribulon. 
The  supposed  hardship  of  compelling  people  to  disclose  the  amount  of 
their  incomes,  ought  not,  in  my  opinion,  to  coant  for  much.  One  of  the 
social  evils  of  this  country  is  the  practice,  amounting  to  a  custom,  of 
maintaining,  or  attempting  to  maintain,  the  appearance  to  the  world 
of  a  larger  income  than  is  possessed  ;  and  It  would  be  far  better  for  the 
interests  of  those  who  yield  to  this  weakness,  if  the  extent  of  their  means 
were  universally  and  exactly  known,  and  the  temptation  removed  to 
expending  more  than  they  can  afford,  or  stinting  real  wants  in  order 
10  make  a  false  show  externally.  At  the  same  time,  the  reason  of  the 
case,  even  on  this  point,  is  not  so  exclusively  on  one  side  of  the  argument 
as  is  sometimes  supposed.  So  long  as  the  vulgar  of  any  country  are  in 
the  debased  state  of  mind  which  this  national  habit  presupposes— so  long 
as  their  respect  {if  such  a  word  can  be  applied  to  it)  is  proportioned  to 
what  they  suppose  to  be  each  person's  pecuniary  means — it  may  be 
doubted  whether  anything  which  would  remove  all  doubt  as  to  that  point, 
would  not  considerably  increase  the  presumption  and  anogance  of  the 
vulgar  rich,  and  their  insolence  towards  those  above  them  in  roind  and 
character,  but  below  them  in  circumstances. 

Notwithstanding,  too,  what  is  called  the  inquisitorial  nature  of  the  tax, 
no  amount  of  inquisitorial  power  which  would  be  tolerated  by  a  people 
the  most  disposed  to  submit  to  it,  could  enable  the  re^'enue  oflicers  to 
assess  the  tax  from  actual  knowledge  of  the  circumstances  of  contributors. 
Rents,  salaries,  annuities,  and  all  fixed  incomes,  can  be  exactly  ascer- 
tained. But  the  variable  gains  of  professions,  and  stilt  more  the  profits 
of  business,  which  the  person  interested  cannot  always  himself  exactly 
ascertain,  can  still  less  be  estimated  with  any  approach  to  fairness  l^ 
^  3  tax-collector.  The  main  reliance  must  be  placed,  and  always  has  been 
placed,  on  the  returns  made  by  the  person  himself.  No  production  of 
accounts  is  of  much  avail,  except  against  the  more  flagrant  cases  of  feJse- 
hood  ;  and  even  against  these  the  check  is  very  imperfect,  for  if  fraud  is 
intended,  false  accounts  can  generally  be  framed  which  it  will  baffle  any 
means  of  inquirjf  possessed  by  the  revenue  officers  to  delect:  the  easy 
resource  of  omiitmg  entries  on  the  credit  side,  being  often  sufficient 
without  the  aid  of  fictitious  debts  or  disbursements.  The  lax,  therefore, 
on  whatever  principles  of  equality  it  may  be  imposed,  is  in  practice 
unequal  in  one  of  the  worst  ways,  falling  heaviest  on  the  most  con- 
scientious. The  unscrupulous  succeed  in  evading  a  great  proportion 
of  what  they  should  pay ;  even  persons  of  integrity  in  their  ordinaiy 
transactions  are  tempted  to  palter  with  their  consciences,  at  least  to 
the  extent  of  deciding  in  their  owji  favour  all  points  on  which  the 
sm^HlIest  doubt  or  discussion  could  arise  :  while  the  strictly  veracious  are 
often  made  to  pay  more  than  the  state  intended,  by  the  powers  of  arbitrary 
assessment  necessarily  entrusted  to  the  Commissioners  as  a  last  defence 
against  the  taxpayer's  power  of  concealment. 

It  is  to  he  feared,  therefore,  that  the  fairness  which  belongs  to  tlw 
principle  of  an  income-tax,  ran  never  be  made  to  attach  to  it  tn  practice ; 
and  that  this  tax,  while  apparently  the  most  just  of  all  modes  of  raising  a 
revenue,  is  in  effect  more  unjust  than  many  others  which  are  pnmA  facie 
more  objectionable.  This  consideration  would  lead  us  to  concur  in  the 
npinion  which,  until  of  laic,  has  usually  prevailed— that  direct  taxes  on 
income  should  be  reserved  as  an  extraordmary  resource  for  great  national 
enieryencies,  in  which  the  necessity  of  a  large  additional  revenue  over- 
"ihs  all  minor  objections. 
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The  difliaiUiea  of  a  feir  income-tax  have  lately  elicited  a  propo&itiou 
ibr  a  direct  tax  of  so  much  per  cent.,  not  on  income  but  on  expenditure  ; 
the  .iggregate  amount  of  each  person's  expendiiiire  hting'  ascertained,  ^s 
the  amount  of  income  now  is,  from  statements  furnished  by  ihc  con- 
tributors tliemselvcs.  The  author  of  this  suggestion,  Mr.  RcvarSj  in 
a  clever  pamphlet  on  the  subject,*  contends  that  the  returns  which 
persons  would  furnish  of  (Vieir  expenditure  would  be  more  trustworthy 
than  those  which  they  now  make  of  their  income,  inasmuch  as  ex- 
penditure is  in  its  own  nature  more  public  than  income,  and  false 
representations  of  it  more  easily  detected.  He  cannot,  1  think,  have 
sufficiently  considered,  how  few  of  the  items  in  the  annual  expenditure 
of  most  families  can  be  judged  of  with  a«y  approximation  to  correctness 
from  tlie  external  signs.  The  only  security  would  still  be  the  veracily  of 
individuals,  and  there  is  no  reason,  for  supposing;  that  their  statements 
would  be  more  trustworthy  on  the  subject  of  their  expenses  than  on  that 
of  their  revenues  ;  especially  as,  the  expenditure  of  most  persons  being 
composed  of  mtiny  more  itans  than  their  income,  there  would  be  more 
scope  for  concealment  and  stipptession  in  the  detail  of  expenses  than  even 
of  receipts. 

The  taxes  on  expenditure  at  present  in  force,  either  in  this  or  in  other 
countries,  fall  only  on  particular  kinds  of  expenditure,  and  ditTerno  other- 
wise from  taxes  on  commodities  than  in  being  paid  directly  by  the  person 
who  consumes  or  uses  the  article,  instead  of  being  advanced  by  the 
producer  or  seller,  and  reimburatd  in  the  price.  The  taxes  on  horses  and 
carriages^  on  doys,  on  servants,  arc  of  tills  nature.  They  evidently  fall  on 
the  persons  from  whom  ihey  are  levied— those  who  use  the  commodity 
taxed.  A  tax  of  a  similar  description^  and  more  important,  is  a  house 
tax  :  which  must  be  considered  at  somewhat  greater  length. 

§  6.  The  rent  of  a  house  consists  of  two  parts,  the  ground-rent,  and 
what  Adam  Smith  calls  the  building-rent  The  first  is  determined  by  the 
ordinary  principles  of  rent.  It  15  the  remuneration  given  for  the  use  of 
the  portion  of  land  occupied  by  the  house  and  its  appurtenances  ;  and 
varies  from  a  mere  equivalent  for  the  rent  which  the  g^round  would  afiTord 
in  agriculture,  to  the  monopoly  rents  paid  for  advantageous  situations  in 
populous  thoroughfares.  The  rent  of  the  house  itself  as  distin^ished 
from  the  ground,  is  the  equivalent  g'vtin  for  the  labour  and  capital  ex- 
pended on  the  building.  The  fact  of  its  bcinfi;  received  in  quarterly  or  half- 
yearly  pryments,  makes  no  di/lcrence  in  the  principles  by  which  it  is 
regulated.  It  comprises  the  ordinary  profit  on  the  builder's  capiial,  and 
an  annuity,  sufficient  at  the  current  rale  of  interest,  after  paying  for  all 
repairs  chargeable  on  Ihc  proprietor,  to  replace  the  original  capital  by  tlie 
time  the  house  is  worn  otit,  or  by  the  expiration  of  the  usual  term  of  a 
building  lease. 

A  tax  of  so  much  per  cent,  on  the  gross  rent,  falls  On  both  these  portions 
alike.  The  more  highly  a  house  is  renled^  the  more  it  pa>'s  to  the  tax, 
wlietbcr  the  quality  of  the  situation  or  that  of  the  house  itself  is  the  cause. 
The  incidence,  however,  of  these  two  portions  of  the  tax  must  be  con- 
sidered separately. 

As  much  of  it  as  is  a  tax  on  building-rent,  must  ultimately  fall  on  the 
consumer,  in  other  words  the  occupier.     For  as  die  profits  of  building  are 
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already  not  .ibove  tlit;  ordinaiy  rate,  they  would,  if  the  tax  fell  on  the 
owner  and  not  on  the  occupier,  became  lower  than  the  proHts  of  antaxcd 
employments,  and  houses  would  not  be  buih.  It  is  probable  ho«-cvcr  that 
for  some  time  after  the  tax  was  first  imposed,  a  great  part  of  it  would  fall, 
not  on  the  renter,  but  on  the  owner  of  llie  house.  A  !arge  proportion  of 
the  consumers  either  could  not  afford,  or  wouM  not  choose,  lo  pay  their 
former  rent  with  the  tax  in  addition,  but  would  content  themselves  with  a 
lower  scale  of  accommodation.  Houses  therefore  would  be  for  a  time  in 
excess  of  the  demand.  The  consequence  of  such  excess,  in  the  case  of 
most  other  articles,  would  be  an  almost  immediate  diminution  of  the 
supply  :  but  so  durable  a  commodity  as  houses  does  not  rapidly  diminish 
in  amount.  New  buildings  indeed  (at  least  of  the  more  expensive  class) 
would  cease  to  be  erected,  except  for  special  reasons ;  but  in  the  mcjtniime 
the  temporary  superfluity  would  lower  rents,  and  the  consumers  would 
obtain,  perhaps,  nearly  the  same  accommodation  as  formerly,  for  (he 
same  aggregate  payment,  rent  and  tax  together.  By  dej-rces,  however, 
as  the  existing  houses  wore  out,  or  as  increase  of  population  demanded  a 
greater  supply,  renis  would  again  rise;  until  it  became  profitable  to 
recommence  building,  which  would  not  be  until  the  tax  was  wholly  throan 
upon  the  occupier.  In  the  end,  therefore,  the  occupier  bears  that  portion 
of  a  tax  on  rent,  which  falls  on  the  payment  made  for  the  house  itself 
exclusively  of  the  ground  it  stands  on. 

At  fust  sight  one  would  be  inclined  to  suppose  the  case  to  be  difTcrcnt 
with  the  portion  which  is  a  lax  on  ground-rent.  As  taxes  on  rent,  properly 
so  called,  fall  on  the  landlord,  a  tax  on  ground  rent,  one  would  suppose, 
must  fall  on  the  ground  landlord,  at  least  after  the  expiration  of  the  build- 
ing' lea^e.  And  such  would  really  be  the  case,  if  with  the  tax  on  ground- 
rent  there  were  combined  an  equivalent  tax  on  agricultural  rent ;  but  not 
otherwise.  The  lowest  rem  of  hnd  let  for  building  is  very  little  above  the 
rent  which  tlic  same  ground  would  yield  in  agriculture  ;  since  it  is  reason- 
able to  suppose  that  land,  unless  in  case  of  exceptional  circumstances,  is 
let  or  sold  for  building",  as  soon  as  it  is  decidedly  worth  more  for  that  pur- 
pose than  for  cultivation.  If,  thereforCj  a  tax  were  laid  on  ground-rents 
withfiut  being  also  laid  on  agricultural  rents,  it  would,  unless  of  quite 
trifling  amount,  reduce  tlie  return  from  the  lowest  ground-rents  below  the 
ordinar)'  return  from  land,  and  would  put  a  stop  to  further  building  quite 
as  effectually  as  if  it  were  a  lax  on  building-rents,  until  either  the  increased 
demnnd  of  a  g^rowing  population,  or  a  dimiiiution  of  supply  by  wearing 
out,  had  raised  therein  by  a  full  equivalent  for  the  tax.  But  whatever 
raises  the  lowest  ground-rents,  raises  all  others,  since  each  exceeds  ibe 
lowest  by  precisely  the  market  value  of  its  peculiar  advantag-es.  There  is 
thus  no  difference  between  the  two  component  elements  of  house-rent,  in 
respect  to  the  incidence  of  the  lax.  Both  ahke  fall  ultimately  on  the 
occupier  :  while,  in  both  alike,  if  the  occupier  in  consequence  reduces  his 
demand  by  contenting  himself  with  inferior  accommodation,  that  is,  if  he 
prefers  s.ivinfj  his  tax  from  house-rent  to  saving  it  from  other  pans  ofhts 
expenditure,  he  indirccdy  lowers  ground-rent,  or  retards  its  increase  ;  just 
as  a  diminished  consumption  of  ag^ictiltural  produce,  by  making  caltiva- 
tion  rctrofc'radc,  would  lower  ordinary  rent. 

A  house-tax,  if  justly  proportioned  to  the  value  of  the  house,  is  one  of 
ihe  fairest  and  most  unobiec  lion  able  of  all  taxes-  No  part  of  a  person's 
expenditure  is  a  belter  ciiterlon  of  his  means,  or  bears,  on  ttie  whole,  more 
nearly  the  same  proponion  lo  them.    A  house-tax  is  a  nearer  approach 


to  a  fnir  income-tax,  than  a  direct  assessment  on  income  can  easily  be ; 
having  the  great  atl\-antage,  that  it  makes  spontaneously  all  the  allowances 
which  it  is  so  difficult  to  make,  and  so  impracticable  to  niake  exactly,  in 
iissessing  an  income-tax  ;  for  if  what  a  person  pays  in  house-rent  is  a  test 
of  anything,  it  is  a  leit  not  of  what  he  possesses,  but  of  what  he  thinks  he 
can  afford  to  spend.  To  the  cquaJity  of  this  tax,  there  are  but  two 
decided  objections.  The  first  is,  that  a  miser  may  escape  it.  This 
objection  applies  to  all  taxes  un  expenditure  :  nothing  but  a  direct  tax  on 
income  can  reach  a  miser.  But  this,  though  a  real,  is  not  a  great  defect ; 
for  there  are  few  misers  ;  and  as  they  do  not  now  hnard  their  treasure, 
but  invest  it  in  employments  in  which  it  feeds  productive  labourers,  and 
adds  to  the  national  wealth,  and  consequently  lo  the  general  means  of 
paying  taxes,  the  inconvenience  of  its  paying  no  taxes  of  its  own  is  in  some 
degree  compensated  for.  The  second  objection  is  that  a  person  may 
require  a  larger  and  more  expensive  house,  not  from  having  greater  means, 
but  from  having  a  larger  family.  Of  this,  however,  he  is  not  entitled  to 
complain  ;  since  having  a  large  family  is  at  a  person's  own  choice  :  and, 
so  far  as  concerns  the  public  interest,  is  a  thing  rather  to  be  discouraged 
than  promoted.* 

Though  the  house-tax  which  formerly  existed  In  this  country  has  been 
repealed,  a  large  ;portion  of  the  taxation  of  the  country  is  atill  raised  by 
a  nou5e-tax  ;  the  parochial  taxation  of  the  towns  entirely,  and  of  the  rutal 
districts  partially,  consisting  of  an  assessment  on  house-rent.  The  wiqdow- 
tax  is  also  a  house-tas,  but  of  a  bad  bind,  operating  as  a  tax  on  light,  and 
a  cause  of  deformity  in  building.  It  would  be  a  most  advantageous 
exchange  to  abolish  llie  window-lax  and  the  present  income-tax,  and 
replace  them  by  a  house-tax  of  equivalent  amount.  In  doin^j  so,  it  would 
be  necessary  to  avoid  the  unjust  principle  on  which  the  old  house-tax  was 
assessed,  and  which  contributed  quite  as  much  as  the  selfishness  of  the 
middle  classes  to  produce  the  outcry  against  the  lax  In  1834.  The  public 
were  justly  scandalized  on  learning  that  residenres  like  Chatsworlh  or 
Belvoir  were  only  rated  on  an  imaginary  rent  of  peilnps  300/.  a-year, 
under  the  pretext  that  owing  to  the  great  expense  of  keeping  them  up, 
they  could  not  be  let  for  more.  Probably,  indeed,  they  could  not  be  let  even 
for  that,  and  if  the  argument  were  a  fair  one,  they  ought  not  to  have  been 
taxed  at  all.  But  a  house-tax  is  not  intended  as  a  tax  on  incomes  derived 
from  houses,  but  on  expenditure  incurred  fnr  them.  The  thing  which  it 
is  wished  to  ascertain  is  what  a  house  costs  to  the  person-who  lives  in  il, 
not  what  it  would  bring  in  if  kl  to  some  one  else.  When  the  occupier  is 
not  the  owner,  the  rent  he  pays  is  the  measure  of  what  it  costs  him  :  when 
he  is  the  owner,  some  other  measure  must  be  sought  A  valuation  should 
he  made  of  the  hnuse,  not  al  what  it  would  sell  for,  but  at  what  would  be 
the  cost  of  rebuilding  it,  and  this  valuation  might  be  corrected  each  year 

•  It  has  been  also  objected  that  house-rent  in  the  ruml  dislricts  is  much  lower 
thaa  in  towns,  and  lower  in  some  towns  and  in  some  lural  rfisiricis  than  in  others : 
so  that  a  tax  prnporlioned  lo  il  woiiM  have  a  corresponding  incqilillily  of  pressure. 
To  this,  however,  it  may  he  aiiswerctl.  that  in  places  wnere  house-rent  in  low, 
persons  of  the  same  amount  of  income  usually  live  in  larger  and  better  houses,  end 
thus  expenrl  in  hntise-renl  more  nearly  the  snme  proportion  of  their  incomes  ihnn 
might  at  first  sight  appear.  Or  if  not,  the  probability  will  be,  that  many  of  tlicm 
live  in  those  places  precisely  because  lliey  arc  too  poor  to  live  elsewhere,  and  have 
IhcrcForc  the  strongest  claim  to  be  tixed  lightly.  In  lome  CMCS,  it  U  precisely  be- 
CAUse  the  people  arc  poor  that  house-rftnt  remains  low. 


by  an  allowance  for  whal  ii  had  lost  in  value  by  time,  or  gained  by  rep.'urs 

and  improvements.  The  amount  of  the  amended  valuation  would  forma 
principal  sum,  the  inlerest  of  which,  at  the  current  price  of  the  public 
funds,  would  form  the  annual  value  at  which  the  buildinj;  shoald  be 
assessed  to  the  tax. 

As  incomes  below  a  certain  amount  ought  to  be  exempt  from  income- 
tax,  so  oujfht  houses  below  a  certain  value  from  house -tax,  on  the 
universal  principle  of  sparing  from  all  taxation  the  absolute  necessaries 
of  healthful  existence.  In  order  thnt  the  occupiers  oflodgings,  as  wella^ 
of  houses,  might  benefit,  as  in  justice  they  oug-ht,  by  this  exemption,  i: 
might  be  optional  with  the  owners  to  have  every  portion  of  a  house  whith 
is  occrupied  by  a  separate  tenant,  valued  and  assessed  separately,  as  is  nom 
mually  the  case  with  chambers. 


CHAPTER  IV. 

Of  TAXKS  ON   COMMODITfES. 

§  I.  Rv  taxes  on  commodities  aie  commonly  meant,  those  which  are 
levied  either  on  the  producers,  or  on  the  carriers  or  dealers  who  intervene 
hclween  them  and  tlie  final  purchasers  for  constiraption.  Taxes  imposed 
directly  on  the  consumers  of  particular  commodities,  such  as  a  house-tax, 
or  the  lax  in  this  rountry  on  hoisos  and  carriages,  might  be  called  taxes 
on  commodities,  but  .arc  not;  the  plirase  being,  by  custom,  confined  to 
indirect  taxes — those  which  are  advanced  by  one  person,  to  be,  as.  is 
expected  and  intentlcd,  reiiubiii-secl  by  another.  T.ixcs  on  commoditici 
are  either  on  production  within  the  country,  or  on  import.itinn'tnto  it,  cr 
on  conveyance  or  sale  within  it ;  and  arc  classed  rcspeclively  .^s  excise, 
customs,  or  tolls  and  transit  duties.  'lo  whichever  class  they  belong. 
and  at  whatever  stngc  in  the  prujjrcss  of  the  commodity  they  may 
be  Imposed,  they  are  equivalent  to  an  increase  of  the  cost  of  production; 
using  that  temi  in  its  most  enlarged  sense,  which  includes  ihc  cost  of 
transport  and  distribution,  or,  in  common  phrase,  of  bringing  the  com- 
modity to  market. 

When  the  cost  of  production  is  increased  artificially  by  a  tax,  the  effect 
Is  the  saine  as  when  it  is  iiicrcaacd  by  natural  causes.  If  only  one  or  a 
few  commodities  are  uflccled,  their  value  and  price  rise,  so  as  to  com- 
pensate the  producer  or  dealer  for  the  peculiar  burthen  ;  but  if  there  wen 
a  tax  on  all  commodities,  exactly  proportioned  to  their  value,  no  such 
compensation  would  he  obtained  :  tlicrc  would  neither  be  a  general  rise 
of  values,  which  is  an  absurdity,  nor  of  prices,  which  depemf  on  causes 
entirely  different,  There  would,  however,  as  Mr.  M'CulIoch  has  poinicd 
out,  be  a  disturbance  of  values,  some  falling,  others  rising,  owing  to 
a  circumstance,  the  effect  of  which  on  values  and  prices  we  fomiedv 
discussed;  the  different  durability  of  the  capital  employed  in  different 
occupations.  The  gross  produce  of  industry  consists  of  two  parts  :  ortc 
imrtion  serx'ing  to  replace  the  cipital  consumed,  while  Ihc  other  portion  ii 
profit.  Now  eou.-il  capitals  in  two  branches  of  production  must  have  e<|ual 
expectations  of  profit :  but  if  a  greater  portion  of  the  one  than  of  the  oiliet 
is  fixed  capital,  or  if  that  fixed  capital  is  more  durable,  there  will  be  a  less 
consumption  of  capital  in  the  year,  and  less  will  be  required  to  replace  it, 


ao  that  the  profit,  to  be  absolutely  the  same,  must  form  a  greater  pronor- 
lion  of  the  annual  returns.  To  derii'c  from  a  capital  of  i,ooo/,  a  profit  of 
loo/.,  the  one  producer  may  have  to  sell  produce  to  the  value  of  i,eoo/,, 
the  other  only  to  the  value  of  S^o''-  If  on  these  two  branches  of  industry 
a  tax  be  imposed  of  five  per  cent,  tid  "valorem^  the  last  will  be  charjjeu 
only  with  35/.,  the  first  with  55/. ;  leaving  to  the  one  75/.  profit,  to  the 
other  only  45/,  To  equalize,  therefore,  their  expectation  of  profit,  the 
one  commodity  must  rise  in  price,  or  the  other  must  fall,  or  both  ;  com- 
modities made  chiefly  by  immediate  labour  must  rise  in  value,  as  com- 
pared with  those  which  are  chielly  made  by  machinery.  It  is  unnecessary 
to  prosecute  this  branch  of  the  inquiry  any  further. 

if  2.  A  tax  on  any  one  commodity,  whether  laid  on  its  production,  iw 
importation,  its  carriage  from  place  to  place,  or  its  sale,  and  whether  the 
lax  be  a  fixed  smn  of  money  for  a  given  quantity  of  the  commodiiy,  or  an 
\aii  valorem  duty,  will,  as  a  general  rule,  raise  the  value  and  price  of  the 
commodity  by  at  lea^t  the  amount  of  the  tax.  There  are  few  cases  in 
which  it  does  not  laise  them  by  more  than  that  amount-  In  the  first 
place,  there  are  few  taxes  on  prrvduciion  on  account  of  which  it  is  not 
found  or  deemed  necessary  to  impose  restrictive  regulations  on  the  manu- 
facturers or  dealers,  in  orier  to  check  evasions  of  the  tax.  These  regula- 
tions are  always  sources  of  trouble  and,  annoyance^  and  generally  of 
expense,  for  all  of  which,  being  peculiar  disadvantages,  the  producers  or 
dealers  must  have  compensation  in  the  price  of  their  cammodily.  These 
restrictions  also  frequently  interfere  with  the  processes  of  manufacture, 
requiring  the  producer  to  carry  on  his  operations  in  the  way  most  con- 
venient to  the  revenue,  though  not  the  cheape&t,  or  most  efficient  for 
purposes  of  production.  Any  regulations  whatever,  enforced  by  law, 
make  it  difficult  for  the  producer  to  adopt  new  and  improved  processes. 
Further,  the  necessity  of  advancing  the  tax  obliges  producers  and  dealers 
to  carry  on  their  business  with  larger  capitals  than  would  otherwise  be 
necessary,  on  the  whole  of  which  they  must  receive  the  ordinary  rate  of 
profit,  although  a  part  only  is  employed  in  defraying  the  reaJ  expenses  of 
production  or  importation.  The  price  of  the  article  must  be  such  as  to 
afford  a  profit  on  more  than  its' natural  value,  instead  of  a  profit  on  only 
its  natural  value.  A  part  of  the  capital  of  the  country,  in  short,  is  not 
employed  in  production,  but  in  advances  to  the  state,  repaid  in  the  price 
of  goods  ;  and  the  consumers  must  give  an  indemnity  to  the  sellers,  equal 
to  the  profit  which  they  could  have  made  on  the  same  cajjital  if  really 
employed  in  ])roducUon.  Neither  ought  it  to  be  forgotten,  that  whatever 
renders  a  larger  capital  necessary  in  any  trade  or  business,  limits  the 
competition  in  that  business  ;  and  by  giving  something  like  a  monopoly 
to  a  few  dealers,  enables  them  either  to  keep  up  the  price  beyond  what 
would  afford  the  ordinary'  rate  of  profit,  or  to  obtain  the  ordinary  rate  of 
profit  with  a  less  degree  of  exertion  for  improving  and  cheapening  their 
commodity.  In  these  several  modes,  taxes  on  commodities  often  cost  to 
the  consumer,  through  the  increased  price  of  the  article,  much  more  than 
they  bring  into  the  treasury  of  the  state.  There  is  still  another  considera- 
tion. The  rise  of  price  occasioned  by  the  tax,  almost  always  checks  the 
demand  for  the  commodiiy  ;  and  since  there  are  many  improvements  in 
production  which,  to  make  them  practicable,  require  a  certain  extent  of 
demand,  such  improvements  are  obstructed,  and  many  of  them  prevented 
altogether.  It  is  a  well-known  fact,  that  the  branches  of  prouuction  in 
which  fewest  improvements  are  made,  are  those  with  which  (.ha  t^NW»i!t 
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officer  interferes  ;  and  that  nothing,  in  general,  ^ivcs  a  greater  impulse  tA 
improvements  in  tlie  production  of  a  commodity  than  taking  on  a  tu 

which  narrnwed  the  market  for  it. 

§  3.  Such  arc  the  effects  of  taxes  on  commodities,  considered  g-encrally : 
hut  as  there  are  some  commodities  (those  composing  the  necessaries  of 
the  labourer)  of  which  the  values  have  an  influence  on  the  distribution  of 
wealth  amonjr  different  classes  uf  the  community,  It  is  requisite  to  trace 
the  effects  of  taxes  on  those  particular  articles  somewhat  farther.  If  a  ta^ 
be  laid,  say  on  corn,  and  the  prit:c  rises  in  proportion  to  the  tav,  the  rise 
of  price  may  operate  in  two  ways.  First :  it  may  lower  the  condition  of 
the  labouring  classes :  temporarily  indeed  it  can  scarcely  fail  to  do  so. 
If  it  diminishes  their  consumption  of  the  produre  of  the  earth,  or  reduces 
them  to  a  food  which  the  soil  produces  more  abundantly,  and  thcrclbie 
more  cheaply,  it  to  that  evtent  contributes  to  throw  back  agriculture  upoe 
more  fertile  lands  or  less  costly  processes,  and  to  lower  the  value  and 

Erice  of  corn  ;  which  therefore  ultimately  settle  at  a  price,  increased  nM 
y  the  whole  amount  of  the  tax,  but  by  only  a  part  of  its  amoimt 
Secondly,  however,  it  may  happen  that  the  deamcss  of  the  taxed  food 
does  not  lower  tlie  habitual  standard  of  the  labourer's  requirements,  bat 
that  wages,  on  the  contrary,  through  an  action  on  population,  rise,  in  a 
shorter  or  longer  period,  so  as  to  compensate  the  labourers  for  their  por- 
tion of  the  tax  ;  the  compensation  being  of  course  at  the  expense  of  profits. 
Taxes  on  necessaries  must  thus  have  one  of  two  effects.  Kithcr  they 
lower  the  condition  of  the  labouring  classes ;  or  they  exact  from  tbc 
owners  of  capital,  in  addiliuii  to  the  amount  due  to  the  state  on  ihetr  ovo 
necessaries,  the  amount  due  on  those  consumed  by  the  labourers.  In  the 
last  case,  the  lax  ou  necessaries,  like  a  tax  on  wages,  is  equivalent  to  a 
peculiar  tax  on  profits  ;  which  is.  like  all  other  psirtial  taxation,  unjiat, 
and  is  specially  prejudicial  to  the  increase  of  the  national  vvealth. 

It  remains  to  speak  of  the  effect  on  rent.  Assuming  [what  is  usually 
the  f;ict,)  thai  the  consumption  of  food  is  not  riiminiJihcd,  the  san»e 
cultivation  as  before  will  be  necessary  to  supply  the  wants  of  the  com- 
munity; the  margin  of  culuvation,  to  use  Ur.  Chalmers'  expression, 
remains  where  it  was  ;  and  the  smie  land  or  capital  which,  as  the  least 
producli^-c,  already  regulated  the  value  and  price  of  the  whole  produce, 
will  continue  to  regulate  them.  The  effect  which  a  tax  on  fiKnculturai 
produce  will  have  on  rent,  depends  on'its  affecting  or  not  aflecling  the 
difference  between  the  return  lo  this  least  productive  land  or  capital,  aod 
the  returns  to  other  lands  and  capitals.  Now  this  depends  on  the  maoi~" 
in  which  the  tax  is  imposed.  If  it  is  an  ad  valorem  tax,  or  what  is' 
same  thing,  a  fixed  proportion  of  the  produce,  such  as  tithe  for  exami 
it  evidently  lowers  corn  rents.  For  it  takes  more  com  from  the  bette 
lands  than  from  llie  worse  ;  and  exactly  in  the  degree  in  which  they  art 
better ;  land  of  twice  the  fertility  paying  twice  as  much  to  the  tiiht 
Whatever  lakes  more  from  the  greater  of  two  quantities  than  from 
less,  diminishes  the  difference  between  them.  The  imposition  of  a 
on  corn  would  lake  a  tithe  also  from  corn-rent :  for  if  you  reduce  a 
of  numbers  by  a  lenih  each,  the  differences  between  them  are  redi 
one- tenth. 

For  example,  let  there  he  five  qualities  of  l.-md,  which  severally  yieH 
on  the  same  extent  of  ground  and  with  the  same  expenditure,  too,  90,  S^ 
70,  and  &o  bushels  of  wheat ;  the  last  of  these  bctn^  the  lowest  quali^ 
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which  the  demand  for  food  renders  it  necessary  ta  cultivate. 
these  lands  will  be  as  follows : — 


The  rent  of 


,^!X  I  ■-  >»=''"  i  a  IS  I'^-^^AO  b«.he,. 


Tlut  producing 


90 
80 

6o 


90  -  6o,  or  30 

80  -  60,  or  20 
70  -  60,  01  10 
no  rent. 


Now  let  a  tithe  be  imposed,  which  takes  from  these  five  pieces  of  land 
10,  9,  8,  7,  and  6  bushels  rcspeaively,  the  fifth  qusliiy  still  bcinii  the  one 
which  regulates  tlie  price,  but  returning  to  the  farmer,  after  payment  of 
tilhe,  no  more  than  54  bushels  : 


The  land 

prnvlucing 

That 

producing 


ICO  bu»hels  reduced  to  go, 

H  St, 


t   will  yield    ) 
{    n  rent  of    \ 


90 

60 
70 


72r 

^3. 


go  -  54,  OT  36  bushels. 

Ei  -  54.  or  27       „ 

72  -  54,  or  18       „ 
63  -  54r  or    9       „ 

and  that  producing  60  bushels,  reduced  to  5.),  will  yield,  as  before,  no 
rent.  So  that  the  rent  of  the  first  quality  of  land  has  lost  four  bushels  ;  of 
the  second,  three  ;  of  the  third,  two  ;  and  of  the  fourth,  one  :  that  is,  each 
has  lost  exactly  one-tentli.  A  tax,  therefore,  of  a  fixed  proportion  of  the 
produce,  lowers,  in  the  same  proportion,  corn-rent. 

But  it  h  only  corn-rent  that  is  lowered,  and  not  rent  estimated  In  monev, 
or  in  any  other  cninmodity.  For,  in  the  same  proportion  as  corn-rent  is 
reduced  in  quantity,  the  corn  composing  it  is  raised  in  valwe.  Under  the 
tithe,  54  bushels  will  be  worth  in  the  market  what  60  were  before  ;  and 
nine-tenths  will  in  all  cases  sell  for  as  much  as  the  whole  ten-tenths 
previously  sold  for.  The  landlords  will  therefore  be  compensated  in  value 
and  price  for  what  they  lose  in  quantity  ;  and  will  sutfcr  only  so  far  as 
they  consume  Iheir  rent  in  kind,  or,  after  receiving  it  in  money,  evpend  it 
in  n.gricu]lural  produce  :  that  is,  they  only  suffer  as  consumers  of  a^ricul- 
ttu'.il  prnduce,  and  in  common  with  all  the  other  consumers.  Considered 
as  landlords,  they  have  the  same  income  as  before  ;  the  tithe,  therefore, 
falls  on  the  consumer  and  not  on  the  landlord. 

The  same  effect  would  be  produced  on  rent,  if  the  tax,  instead  of  being 
a  fixed  proportion  of  the  produce,  were  a  fixed  stim  per  quarter  or  per 
bushel.  A  tax  which  takes  a  shillinijfor  every  bushel,  takes  more  shillings 
from  one  field  than  from  another,  just  in  proportion  as  it  produces  more 
bushels  ;  and  operates  exactly  like  tithe,  except  that  tithe  is  not  only  the 
same  proportion  on  all  lands,  but  is  also  the  same  proportion  at  all  times, 
while  a  fixed  sum  of  money  per  bushel  will  amount  to  a  greater  or  less 
proportion,,  according  as  com  is  cheap  or  dear. 

There  are  other  modes  of  ta-ving^  agriculture,  which  would  tifTcct  rent 
differently.  A  tax  proportioned  to  the  rent  would  fall  wholly  on  the  rent,  and 
would  not  at  all  raise  the  price  of  corn,  which  is  regulated  by  the  portion 
of  the  produce  that  pays  no  rent.  A  fixed  tax  of  so  much  per  cultivated 
acre,  without  distinction  of  value,  would  have  effects  directly  the  reverse. 
Takin-;  no  more  from  the  best  qualities  of  land  than  from  the  worst,  it 
would  leave  the  differences  the  same  as  before,  and  consequently  the  same 
corn-renis,  and  the  lanrllords  would  profit  to  the  full  extent  of  the  rise  of 
price.     To  put  the  thini;  in  another  manner  ;  the  price  must  rise,  to  enable 
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the  worst  land  to  pay  the  tax  :  thus  enabling  all  lands  which  produce  roon 
than  the  worst,  to  pay  not  only  the  tax,  but  also  an  increased  rent  to  the 
landlords.  These,  however,  are  not  so  much  ta.\es  on  the  produce  of  land. 
as  taxes  on  the  land  itself.  Taxes  on  the  produce,  properly  so  called, 
whether  Bxed  or  ad  x-ai<rrfm,  do  not  afTcct  ren^  but  fall  on  the  coniiumer: 
profits,  however,  generally  bearing  either  the  whole  or  the  greatest  pait  o( 
the  portion  which  is  levied  on  the  consumption  of  the  labouring  classes. 

§  4.  The  preceding  is,  I  apprehend,  a  correct  statement  of  the  manner 
In  which  taxes  on  agricultural  produce  operate  when  first  laid  on.  When, 
however,  they  arc  of  old  standing,  their  effect  nray  be  different,  as  ira> 
first  pointed  out,  I  believe,  by  Mr  Senior.  It  is,  as  we  have  seen,  an  almw: 
infallible  consequence  of  any  reduction  of  prowls,  to  ret.ird  the  rale  of  ac- 
cumulation. Now  the  effect  of  accumulation,  when  attended  by  its  usu^ 
accompaniment,  an  increase  of  population,  is  to  increase  the  value  ant! 
price  of  food,  to  raise  rent,  .and  to  lower  profits  :  that  is,  to  do  precisciy 
what  is  done  by  a  tax  on  agricultural  produce,  except  that  this  does  not 
raise  rent.  The  tax,  therefore,  merely  anticipates  the  rise  of  price,  ainJ 
fall  of  profits,  which  would  have  taken  place  uliimately  through  (he  lue-e 
progress  of  accumulation  ;  while  it  ai  the  same  time  prevents^  or  at  leas 
reurds,  that  progress.  If  the  rate  of  profit  was  such,  previous  to  the  im- 
position of  a  tithe,  that  the  effect  of  the  tithe  reduces  it  to  the  practical 
minimum,  the  tiihe  will  put  a  stop  to  all  further  accumulation,  or  cause  it 
to  take  place  out  of  the  coimliy  ;  and  the  only  effect  which  the  tithe  will 
then  have  had  on  the  consumer,  is  to  make  him  pay  earlier  the  price  which 
he  would  have  had  to  jiay  somewhat  later — part  of  which,  indeed,  in  ibe 
gradual  progress  of  wealth  and  population,  he  would  have  almost  'wnrcit- 
diately  begun  to  pay.  After  a  lapse  of  time  which  would  have  admiiied 
of  a  rise  of  one-lenth  from  the  natural  progress  of  wealth,  the  consumer 
will  be  paying  no  mure  than  he  would  have  paid  if  the  tithe  had  ncvti 
existed  ;  he  will  have  ceased  to  pay  any  portion  of  it,  and  the  person  *~ 
will  really  pay  it  is  the  landlord,  whom  it  deprives  of  the  Increase  of 
which  would  by  that  time  have  accrued  to  him.  At  every  success' 
point  in  this  intei-val  of  time,  less  of  the  burden  will  rest  on  the  consumer, 
and  niorc  of  it  on  the  landlord  :  and  in  the  ultimate  result,  the  minimum 
of  profits  will  be  reached  with  a  smaller  capital  and  population,  and  a 
lower  rental,  than  if  the  crnirse  of  things  haa  not  been  disturbed  by  the 
imposition  of  the  lax.  if,  on  llie  other  hand,  the  lithe  or  other  tax  t^i 
agricultural  produce  does  not  lediice  profits  to  the  minimum,  but  to 
something  above  the  minimum,  accumulation  will  not  be  .siopjKrd,  boi 
only  slackened ;  and  if  population  also  increases,  the  two-fold  incresM 
will  continue  to  produce  its  effects— a  rise  of  the  price  of  com,  and  an 
increase  of  rent.  These  consequences^  however,  wiil  not  take  place  willi 
the  same  mpidily  as  if  the  higher  rate  of  profit  had  conlinucd.  At  iht 
end  of  twenty  years  the  country  will  have  a  smaller  population  aiwl 
capital,  than,  hut  for  the  tax,  it  would  by  that  time  have  had  :  the 
landlords  will  have  a  smaller  rent ;  and  tlic  price  of  com,  liavini: 
increased  less  rapidly  than  it  would  otherwise  have  done,  will  rm  longer 
be  a  tenth  higher  than  what,  if  there  had  been  no  tax,  It  would  by  that 
time  have  risen  to.  A  part  of  the  tax.  ihercfnrc,  will  already  have  ccascJ 
to  fall  on  the  consumer,  and  devolved  upon  the  landlord  ;  and  the  propoi- 
lion  will  become  gi-eater  and  greater  by  lapse  of  time. 

Mr.  .Senior  illustrates  this  view  of  the  subject  by  likening  the  effects  of 
**the5,  or  other  taxes  on  agricultural  produce,  to  those  of  natural  sterility 
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of  soil.  If  the  land  of  a  country  were  suddenly  smitten  wiih  a  pciniancnt 
deierioralion  of  quality,  to  an  extent  which  would  make  a  tenth  more 
labour  necessary  to  raise  the  existing  produce,  the  price  of  com  would 
undouljtedly  rise  one-tenth.  But  it  cannot  hence  be  inferred  that  if  the 
soil  of  the  country  had  from  the  beginning  been  one-tenth  worse  than  it 
is,  com  would  at  present  have  been  one-tenth  dearer  than  we  fnd  it.  U 
is  far  more  probaiDle,  that  the  smaller  return  to  labour  and  capital,  ever 
since  the  first  settlement  of  the  country,  would  have  caused  in  each 
successive  generation  a  less  rapid  increase  than  has  taken  place  :  that 
the  country  would  now  have  contained  less  capital,  and  maintained  a 
smaller  population,  so  that  notwithstanding  the  inferiority  of  the  soil,  the 
piioe  of  com  would  not  have  been  higher,  nor  profits  lower,  than  at 
present ;  rent  alone  would  certainly  have  been  lower.  We  may  suppose 
two  islands,  which,  being  alike  in  extent,  in  natural  fertility,  and  industrial 
advancement,  have  up  to  a  certain  dme  been  equal  in  population  and 
capital,  and  have  had  equal  rentals,  and  the  same  price  of  com.  Lei  us 
imagii^e  a  tithe  imposed  in  one  of  these  islands,  but  not  in  the  other. 
There  will  be  immediately  a  difference  in  the  price  of  com,  and  therefore 
probably  in  profits.  While  profits  are  not  tending  downwards  in  cither 
country,  that  is,  while  improvements  in  the  production  of  necessaries  fiilly 
keep  pace  with  the  increase  of  population,  thia  difference  of  prices  and 
profits  between  the  islands  may  continue.  But  if,  in  the  untiihed  island, 
capital  increases,  and  population  along  with  it,  more  than  enough  to 
counterbalance  any  improvements  which  take  place,  the  price  of  com  will 
gradually  rise,  profits  fallf  and  rent  will  increase ;  while  in  the  tithed 
island  capital  and  population  will  either  not  increase,  (beyond  what  is 
balanced  by  the  improvements, J  or  if  they  do,  will  increase  In  a  less 
degree  i  so  that  rent  and  the  price  of  com  will  either  not  rise  at  all,  or 
rise  more  slowly.  Rent,  therefore,  will  soon  te  higher  in  the  untithed, 
than  in  the  tithed  island,  and  profits  not  so  much  higher,  nor  com  so 
much  cheaper,  as  they  were  on  the  first  imposition  of  the  tithe.  These 
effects  will  be  progressive.  At  the  end  of  every  ten  years  there  will  be  a 
greater  difference  between  the  rentals  ai:d  between  the  aggregate 
wealth  and  fjopulation  of  the  two  islands,  and  a  less  difference  m  profits 
and  in  the  price  of  com. 

At  what  point  will  these  last  differences  entirely  cease,  and  the 
temporary  etiect  of  taxes  on  agricultural  produce,  in  raising  the  price, 
have  entirely  given  place  to  the  ultimate  effect,  that  of  limiting  the  total 
produce  of  the  country  ?  Although  the  untithed  island  Js  always  verging 
towards  the  point  at  which  the  price  of  food  would  overtake  that  In  the 
tithed  island,  its  progress  towards  that  point  naturally  slackens  as  it 
draws  nearer  to  attaining  it ;  since— the  diflference  between  the  two 
islmds  in  the  rapidity  of  accumulation  depending  upon  the  difference  in 
the  rates  of  profit— m  proportior  as  these  approximate,  the  movement 
which  draws  them  closer  together  abates  of  its  force.  The  one  may  not 
actually  overtake  the  other,  until  both  islands  reach  the  minimum  of 
profils  ;  up  to  that  point,  the  tithed  island  may  continue  more  or  less 
ahead  of  the  untithed  island  in  the  price  of  com:  considerably  ahead 
if  it  is  far  from  the  minimum,  and  is  therefore  accumulating  rapidly  ; 
very  little  ahead  if  it  is  near  the  minimum,  and  accumulating  slowly. 

liut  whatever  is  true  of  the  tithed  and  untithed  islands  m  our  hypo- 
thetical case,  is  true  of  any  country  having  a  tithe,  compared  with  the 
san-»c  country  if  it  had  never  had  a  tithe. 
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In  England  the  great  em!^tion  of  capital,  and  the  almost  periodical 
occurrence  of  commercial  crises  through  the  speculations  occasioned  by 
the  habitually  bw  rate  of  profit,  ara  indicatiions  that  profit  has  attained 
the  practicaJ,  though  not  ultimate,  minimum,  and  that  all  the  savings 
which  take  place  (beyond  what  improvemenls,  tending  to  the  cheapening 
of  necessaries,  make  room  for)  arc  either  sent  abroad  for  investmcnl,  or 
periodically  swept  away.  There  ran  therefore,  I  think,  be  little  doubt 
that  if  England  had  never  had  a  tithe,  or  any  tax  on  agricultural  producei 
the  price  of  com  would  have  been  by  this  time  as  high,  and  the  rate  o^ 

{irofits  as  low,  as  at  present  Independently  of  the  mure  rapid  accumu- 
ation  which  would  have  taken  place  if  profits  had  not  been  prematurely 
lowered  by  these  imposts,  the  mere  savltig  of  a  part  of  the  capital  which 
has  been  wasted  in  unsuccessful  speculations,  and  the  keeping  at  home  a 
part  of  that  which  has  been  sent  abroad,  would  have  been  quite  sutTicient 
to  produce  the  eflcct.  I  think,  therefore,  with  Mr.  Senior,  that  the  tithe, 
even  before  its  commutation,  had  ceased  to  be  a  cause  of  high  prices  or 
low  profits,  and  had  become  a  mere  deduction  from  rent;  its  other 
effects  being,  that  it  caused  the  country  to  have  no  greater  cnpilal,  or 
larger  production,  and  no  more  numerous  population  than  if  it  had 
been  one-tenth  less  fertile  thnn  it  is  ;  or  let  us  rather  say  one-tweniieih 
(considering  how  great  a  portion  of  the  laad  of  Great  Britain  was 
lithe-free). 

But  although  tithes  and  other  taxes  on  agricultural  produce,  when  of 
long  standing,  do  not  raise  the  price  of  food  or  lower  profits  at  all,  or  if  AC 
all,  not  in  proportion  to  the  tax,  yet  the  abrogation  of  such  taxes,  when 
they  exist,  does  not  the  less  dimmish  price,  and,  In  general,  raise  the  rate 
of  profit.  The  abolition  of  a  lithe  takes  one-tenth  from  the  cost  of  pro- 
duction and  consequently  from  the  pric:c  of  all  agricultural  produce  ;  and 
unless  it  pcnnanently  raises  the  labourer's  requirements,  it  lowers  the 
cost  of  labour,  and  raises  profits.  Kent,  estimated  in  money  or  in  com- 
modities, generally  remains  as  before  ;  estimated  in  agricultural  pniduce, 
it  is  raised.  The  country  adds  as  much  by  the  repeal  of  a  tithe,  to  the 
margin  which  intervenes  between  it  and  the  stationary  stale,  as  was  cut 
ofT  from  that  margin  by  the  tithe  when  first  imposed.  Accumulahon 
is  greatly  accelerated  :  and  if  population  also  increases,  the  price  of  corn 
iLumediatcly  begins  to  recover  ttself,  and  rent  to  rise  ;  thus  g^radualljr 
transferring  the  benefit  of  the  remission,  from  the  consumer  to  Ibe 
landlord. 

The  effects  which  thus  result  from  abolishing  tithe,  result  equally  frooi 
what  has  been  done  by  the  arrangements  under  the  late  Commutation 
Act  for  converting  it  into  a  rent  charge-  When  the  tax,  instead  of  being 
levied  on  the  whole  produce  of  the  soil,  is  levied  only  from  the  poriioiu 
which  pay  rent,  and  dues  not  touch  any  fresh  extension  of  cultivation,  the 
tax  no  longer  forms  any  part  of  the  cost  of  production  of  the  portion  of 
the  produce  which  regulates  tho  price  of  all  the  rest.  The  land  or  capital 
M'hich  pays  no  rent,  can  now  send  its  produce  to  market  one-tenth 
cheaper.  The  commutatian  of  tithe  ought  therefore  to  have  produced  a 
considerable  fall  in  the  average  price  of  com.  If  it  had  not  come  so 
gradually  into  operation,  and  if  the  price  of  com  had  not  during  the  same 
period  been  under  the  influence  of  several  other  causes  of  change,  Uie 
effect  would  probably  have  been  markedly  conspicuous.  As  it  is,  there 
can  be  no  dauot  that  this  circumstance  has  had  its  share  in  the  fall  which 
has  tiikea  place  in  the  cost  o£  pt:odu<;vi.Q'a,atid  in  the  price,  of  home-grown 
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produt:e  ;  though  the  effects  of  the  great  agricultural  improvements  whkh 
cave  been  stmuUaneouily  ndvancing.  have  masked  those  of  the  other 
cause.  This  fall  of  price  would  not  in  itself  have  any  tendency  injurious 
to  the  landlord,  since  rorn-rents  are  increased  ia  the  same  ratio  in  which 
the  price  of  corn  is  diminished.  But  neither  doc5  it  in  any  way  tend  to 
increase  his  income.  The  rent  charge,  therefore,  which  is  substituted  far 
titlic,  is  a  dead  !oss  to  him  ;  and  the  commutation  of  tithe  was  not  a 
mere  alteration  in  the  mode  in  which  Uie  landlord  bore  an  existing 
burthen,  but  the  iniposillan  of  a  new  one;  relief  being"  afforded  to  the 
consumer  at  the  expense  oftlie  landlord,  who,  however,  begins  immediately 
to  receive  progressive  indemnification  at  the  coniumer's  expense,  by  the 
impulse  e:iven  to  accumulation  and  population. 

S  5.  We  have  hitherto  inquired  into  the  effects  of  taxes  on  commodities, 
on  the  assumption  that  tliey  are  levied  impartially  on  ever>'  mode  in  which 
the  commodity  can  be  produced  or  brought  to  market.  Another  class  of 
considerations  is  opened,  if  we  suppose  that  this  impartiality  is  not  main- 
tained, and  that  the  tax  is  imposed,  not  on  ths  commodity,  but  on  some 
particular  mode  of  obtaining  it. 

Suppose  that  a  commodity  is  capable  of  being  made  by  two  different 
processes  ;  ^is  a  manufaclured  cnnimodity  may  be  produced  either  by  hand 
or  by  steam-power ;  su^ar  may  be  made  either  from  the  su^'ar-cane  or 
from  beetroot,  cattle  fattened  either  on  hay  and  green  crops,  or  on  oil- 
cake and  the  refuse  of  breweries.  1:  is  the  interest  of  the  community, 
that  of  the  two  methods,  producers  should  adopt  that  which  produces  the 
best  article  at  the  lowest  price.  This  being  also  the  inteiest  of  the 
producers,  unless  protected  against  competition,  and  ihielded  from  the 
uenaltics  of  indolence  ;  the  process  most  advantageous  to  the  community 
IS  that  which,  if  left  to  themselves,  they  generally  find  it  to  their  advantatje 
to  adopt.  Suppose,  however,  that  a  tax  is  laid  on  one  of  the  processes,  and 
no  tax  at  all,  or  one  of  smaller  amount,  on  the  other.  If  the  taxed 
process  is  the  one  which  the  producers  would  not  have  adopted,  the 
measure  is  simply  nugatory.  liut  if  the  tax  falls,  as  it  is  of  course 
iuiended  (o  do,  upon  the  one  which  they  would  have  adopted,  it  creates 
an  artificial  motive  for  preferring  the  untaxed  process,  althoujjh  the 
inferior  of  the  two.  If,  therefore,  it  has  any  effect  at  all,  it  causes  the 
commodity  to  be  produced  of  M-orse  quality,  or  at  a  greater  expense  of 
labour;  it  causes  so  much  of  the  labour  of  the  community  to  be  wasted, 
and  the  capital  employed  in  supporting^  and  remunerating  that  labour  to 
he  expended  as  uselessly,  as  if  it  were  spent  in  hiring  men  to  dig  holes 
and  fill  them  up  again.  This  waste  of  labour  and  capital  constitutes  an 
addition  to  the  cost  of  production  of  the  commodity,  which  raises  its 
vahie  and  price  in  a  corresponding  ratio,  and  thus  the  owners  of  the 
raplta!  are  indemnified.  The  loss  falls  on  the  consumers  ;  though  the 
capital  of  the  country  is  also  eventually  diminished,  by  the  diminution 
of  their  means  of  saving,  and  in  some  degree,  of  their  inducements  to 
save. 

The  kind  of  tax,  therefore,  which  comes  under  the  general  denomina- 
tion of  a  discriminating  duly,  transgresses  the  rule  that  taxes  should  take 
as  little  as  possible  from  the  lax-payer  beyond  what  they  bring  into  the 
treasury  of  the  state.  A  discrimmating  duty  makes  the  consumer  pay 
two  distinct  taxes,  only  one  of  which  is  paid  to  the  government,  and  that 
frequently  the  less  onerous  of  the  two.  If  a  tax  were  laid  on  sugar  pro- 
duced from  the  cone,  leaving  the  sugar  from  beet-root  untaxed,  then  ia 
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so  far  as  c.inp  stijiar  continued  to  be  used,  the  tax  on  it  would  be  paid  In 
the  treasury,  and  might  be  as  unobjectionable  as  any  other  tax  ;  but  if 
cane  suj^ar,  having  prcviousljf  been  cheaper  than  beet-root  sugar,  was 
now  dearer,  and  beet-rooit  i>ugar  was  to  any  considerable  amount  substi- 
luted  for  it,  and  fields  laid  out  and  manu/ac tones  established  in  con- 
sequence, the  government  would  gain  no  revenue  from  the  beet-root 
sugar,  while  the  consumers  of  it  would  pny  a  real  tax.  They  would  pay 
for  l>eet-ront  sugar  more  than  they  had  previously  paid  for  cane  sugar, 
and  the  difference  would  go  to  indemnify  producers  for  a  portion  of  the 
labour  of  the  country  actually  thrown  away,  in  producing  by  the  labour 
of  (say)  three  hundred  men,  what  could  be  obtained  by  the  other  process 
with  the  labour  of  two  hundred. 

One  of  the  commonest  cases  of  discriminating  duties  is  that  of  a  tax 
on  the  importation  of  a  commodity  capable  of  being  produced  at  home, 
unaccompanied  by  an  equivalent  tax  on  the  home  production.  A  com- 
modity is  never  permanently  imported,  unless  it  can  be  obtained  from 
abroad  at  a  smaller  cost  of  labour  and  capital  on  the  whole  than  is 
necessary  for  producing  it.  If,  therefore,  by  a  duty  on  the  importation, 
it  is  rendered  cheaper  to  produce  the  article  than  to  import  it,  an  extra 
quantity  of  labour  and  capital  is  expended,  without  any  extra  result. 
The  labour  is  useless,  and  the  capital  is  spent  in  paying  people  for 
laboriously  doing  nothing.  All  custom-duties  which  operate  as  an  en- 
couragement to  the  home  production!  of  the  taxed  article,  are  thus  an 
eminently  wasteful  mode  of  raising  a  revenue. 

This  character  belongs  in  a  peculiar  degree  to  ciistom-duties  on  the 
produce  of  land,  unless  countervailed  by  excise  duties  on  the  home 
production.  Such  taxes  bring  less  into  the  public  treasury,  compared 
with  what  they  take  from  the  consumcrSf  than  any  other  imposts  to  which 
civilized  nations  are  accustomed  to  submit.  If  the  wheat  produced  in 
a  country  is  twenty  millions  of  quarters,  and  the  consumption  twenty-one 
millions,  a  million  being  annually  imported,  and  if  on  this  million  a  duty 
i^  laid  which  raises  the  price  ten  shillings  per  quarter,  the  price  which  is 
raised  is  not  that  of  the  million  only,  but  of  the  whole  twenty-one  millions. 
Taking  the  most  favourable,  but  extremely  improbable  supposition,  that 
the  importation  is  not  at  all  checked,  nor  the  home  production  enlai;ged, 
the  state  gains  a  revenue  of  only  half  a  million,  while  the  consumers  an 
taxed  ten  millions  and  a  half:  the  ten  millions  being  a  contribution  to 
the  home  growers,  who  are  forced  b>*  competition  to  resign  it  all  to  the 
landlords.  The  consumer  thus  pays  to  the  owners  of  land  an  additional 
tax,  equal  to  twenty  times  that  which,  he  pays  to  the  state.  Let  us  now 
suppose  that  the  tax  really  checks  import.-itlon.  Suppose  importation 
stopped  altogether  in  ordinary  years  ;  it  being  found  that  the  million  trf" 
quarters  can  be  obtained,  by  a  more  elaborate  cultivation,  or  by  breaking 
up  inferinr  land,  at  a  less  advance  than  ten  shillings  upon  the  previous 
price— say,  for  instance,  five  shillings  a  quarter.  The  revenue  now 
obtains  nothing,  except  from  the  extraordinary  imports  which  may 
happen  to  take  place  m  a  season  of  scarcit>'.  But  the  consumers  pay 
every  year  a  tax  of  five  shillings  on  the  whole  twenty-one  millions  of 
quarters,  amounting  to  sk  niillions  sterling.  Of  this,  the  odd  250,000^ 
goes  to  compensate  the  growers  of  the  last  million  of  quarters  for  the 
labour  and  capita!  wasted  under  the  compulsion  of  the  law.  The  remain- 
in'f  five  millions  go  to  enrich  the  landlords  as  before. 

iiuch  is  ihc  operation  of  what  arc  technicaliy  termed  Corn  Laws,  when 
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first  \s.]d  on  ;  nnd  such  continues  to  be  their  operation^  so  long  as  ihey 
have  any  effect  at  all  in  raising"  the  price  of  corn.  But  I  am  by  no  means 
of  opinion  that  In  Oie  long  run  they  keep  up  either  prices  or  rents  in  the 
degree  which  these  considerations  might  lead  us  to  suppose.  What  we  have 
said  respecting  the  effect  of  tithes  and  other  taxes  on  agricultural  produce, 
applies  in  a  great  degree  to  com  laws  :  they  antidpatc  artificially  a  rise 
of  price  and  of  rent,  which  would  at  all  events  have  taken  place  through 
the  increase  of  population  and  of  production.  The  difference  between  a 
country  without  earn  laws,  and  a  country  which  has  long  had  corn  Uws, 
is  not  so  ranch  that  the  last  has  a  higher  price  or  a  larger  rental,  but  that 
il  has  the  same  price  and  the  same  rental  wkh  a  smaller  aggregate  capita! 
and  a  smaller  population.  The  imposition  of  corn  laws  raises  rents,  but 
retards  that  progress  of  accumulation  which  would  in  no  long  period  have 
raised  them  fully  as  much.  The  repeal  of  com  laws  tends  to  lower  rents, 
but  it  unchains  a  force  which,  in  a  progressive  state  of  capital  and  popu- 
lation, restores  and  even  increases  the  former  amount.  There  is  every 
reason  to  expect  that  under  the  virtuall'r'  free  importation  of  agricultural 
produce,  recently  extorted  from  the  ruling  powers  of  this  country,  the 
price  of  food,  if  population  goes  on  increasing  at  it5  present  rate,  will 
gradually  but  steadily  rise  ;  though  this  effect  may  for  a  time  he  postponed 
by  the  strong  current  which  in  this  country  has  set  in  (and  the  impulse 
may  extend  itself  to  other  countries)  towards  the  extension  of  agricultural 
science,  and  its  increased  application  to  practice. 

What  we  have  said  of  duties  on  importation  generally,  is  equally 
applicable  to  discriminating  duties  which  favour  importation  from  one 
place  or  in  one  particular  manner,  in  contradistinction  to  others :  such 
as  the  preference  given  to  the  produce  of  a  colony,  or  of  a  country  with 
which  there  is  a  commercial  treaty;  or  the  higher  duties  imposed  by  our 
navigation  laws  on  goods  imported  in  otter  than  British  shipping.  What- 
ever else  may  be  alleged  in  favour  of  such  distinctions,  whenever  they 
arc  not  nugator>*,  they  are  economically  wasteful.  They  induce  a  resort 
to  a  more  costly  mode  of  obtaining  a  commodity,  in  lieu  of  one  less 
costlyj  and  thus  cause  a  portion  of  the  labour  which  the  country  employs 
in  providing  itself  with  foreign  commodities,  to  be  sacrificed  without 
return. 

§  6.  There  is  one  more  point,  relating  to  the  operation  of  taxes  on 
commodities  conveyed  from  one  country  to  another,  which  requires 
notice;  the  influence  which  they  exert  on  international  exchanges.  Every 
tax  on  a  commodity  tends  to  raise  its  price,  and  consequently  to  lessen 
the  demand  for  it  in  the  market  in  which  it  is  sold.  All  taxes  on  inter- 
rational  trade  tend,  therefore,  to  produce  a  disturbance  and  a  re-adjust- 
inent  of  what  we  have  termed  the  Equation  of  International  Demand. 
This  consideration  leads  to  some  rather  curious  consequences,  which 
have  been  pointed  out  in  the  separate  essay  on  International  Commerce, 
already  several  limes  referred  to  in  this  treatise. 

Taxes  on  foreign  trade  are  of  two  kinds^laxes  on  imports,  and  on 
exports.  On  the  first  aspect  of  the  matter  it  would  seem  that  both  these 
taxes  are  paid  by  the  consumers  of  the  commodity  ;  that  taxes  on  exports 
consequently  fall  entirely  on  foreigners,  taxes  on  imports  wholly  on  the 
home  consumer.  The  true  state  of  the  case,  however,  is  much  more 
complicated. 

*  By  taxing  exports  we  may,  in  certain  circumstances,  produce  a  divi- 
sion of  tbe  advantage  of  the  trade  more  favourable  to  ourselves.    In  somu 


rases  w-c  may  draw  into  our  coffers,  at  the  expense  of  foreignera,  not  only 

the  whole  tax,  but  more  ihan  the  tax  :  in  other  cases,  we  should  gain 
exactly  the  t.tx  ;  In  others,  less  than  the  tax.  In  this  last  case,  a  part  of 
the  tax  is  borne  by  ourselves :  possibly  the  whole,  possibly  even,  as  we 
shall  show,  more  than  the  whole.' 

Kcvcning  to  the  supposititiouii  case  employed  in  the  Essay,  of  a  trade 
between  Germany  and  England  in  broadcloth  and  linen, 'suppose  that 
England  taxes  her  export  of  cloth,  the  tax  not  being  supposed  high 
enough  to  induce  Germany  to  produt^e  doth  for  htrself.  The  nriee  .tX 
which  cloth  can  be  sold  in  Germany  is  augmented  by  the  tax.  This  will 
probably  diminish  the  quantity  consumed.  It  tnay  diminish  it  so  much 
that,  even  at  the  increased  price,  there  will  not  be  required  so  great  a 
money-value  as  before.  Or  it  may  not  diminish  it  at  alt,  ur  so  little,  tliat 
in  conseijuence  of  the  higher  price,  a  greater  money-value  will  be  pur- 
chased than  before.  In  this  last  case,  England  will  gain,  at  the  expense 
of  Germ-iny,  not  only  the  whole  amount  of  the  duty,  but  more  ;  for,  the 
money-valde  of  her  cxpons  to  Gcrm;iny  being  increased,  while  her 
imports  rein.iin  the  same,  money  will  flow  into  England  from  Germany. 
The  price  of  cloth  will  rise  in  England,  and  consequently  in  Germany ; 
but  the  price  of  linen  will  fall  in  Geimaay,  and  consequendy  in  Engliuid. 
We  shall  export  less  cloth,  and  import  more  linen,  till  the  equilibrium  is 
restored.  Jt  thus  appears  (what  is  at  first  sight  somewhat  remarkable) 
that  by  taxing  her  exports,  England  wouM,  in  some  conceivable  circum> 
stances,  not  only  gain  from  her  foreign  customers  the  whole  amotmt  of 
the  tax,  but  would  iilso  get  her  imports  cheaper.  She  would  get  ihem 
cheaper  in  two  ways  ;  for  she  would  obtain  them  for  less  money,  and 
would  have  more  money  to  piircliase  them  with.  Germany,  on  the  other 
hand,  would  suffer  doubly  ;  she  would  have  to  pay  for  her  cloth  a  prico 
increased  not  only  by  the  duly,  but  by  the  influx  of  money  into  England, 
while  the  .same  change  in  the  distribution  of  the  circulating  medium 
would  leave  her  less  inurey  to  purchase  it  with. 

'This,  however,  is  only  one  of  three  possible  cases.  If,  after  the  im- 
position of  the  duty,  Germany  requires  so  diminished  a  quantity  of  clotb, 
that  its  total  value  is  exactly  the  same  as  before,  the  balance  of  trade  will 
be  undisttirbed  ;  England  will  gain  the  duty,  Germany  will  lose  it,  aixl 
nothing  more.  If,  again,  the  imposition  of  the  duty  occasions  such  a 
falhng  oft  in  the  demand  that  Germany  requires  a  less  pecuniary  value 
than  before,  our  exports  will  no  longer  pay  for  our  imports ;  money  must 
pass  from  Enghmd  into  Germany  ;  and  Germany's  share  of  tlic  advan* 
tHge  of  the  trade  will  be  increased.  By  the  change  in  the  distribution  ol 
money,  cloth  wiU  fall  in  lilngland  ;  and  therefore  it  will,  of  course,  fkll  in 
Germany.  Thus  Germany  will  not  pay  the  \vho!e  of  the  tax.  From  the 
same  cause,  linen  will  rise  in  (icrmany,  and  consequently  in  England. 
When  this  alEcratioo  of  prices  has  so  adjusted  the  demand,  that  the  cloth 
and  the  linen  againpay  fur  otic  another,  the  result  is  that  Germany  has 
paid  only  a  part  of  the  lax,  and  the  remainder  of  what  has  been  received 
mto  our  treasury  has  come  indirectly  out  of  the  pockets  of  our  own  con- 
sumers of  linen,  who  pay  a  higher  price  for  that  imported  commodity  io 
consequence  of  the  tax  on  our  exports,  while  at  the  same  time  they,  Ld 
consequence  of  the  cJflux  of  money  and  the  fall  of  prices,  have  smallct 
piuiicy  incomes  wherewith  to  pay  for  the  linen  at  tliat  advanced  pricc- 

'It  is  nut  an  impossihte  supposition  that  by  tiixing  our  cxpons  we 
'"ight  iiDt  only  gain  nolhmg  from  ths  foreitfucr,  the  tax  being  paid  out  of 


tJTJi"  own  pockets,  but  might  even  compel  our  own  people  to  pay  a  second 
tax  to  the  foreigner.  Suppose,  as  before,  that  the  detnand  of  Germany 
for  tloth  falls  of?  so  mucli  on  (he  impositiDn  of  the  duty,  that  she  requires 
a  smaller  money  value  than  before,  but  thai  the  case  is  so  different  with 
linen  in  Kncfland,  that  when  the  price  rises  the  demand  either  does  not 
f^H  off  at  all,  or  so  little  that  the  money  value  required  is  greater  than 
before.  The  first  efiect  of  laying  on  the  duty  is,  as  before,  that  the  cloth 
exported  will  no  longer  pay  fur  the  linen  imported.  Money  will  therefore 
flow  ojt  of  Enyliind  into  Germany.  One  effect  Js  to  raise  the  price  of 
linen  in  Germany,  and  consequently  in  England.  But  this,  by  the  suppo- 
sition, instead  of  stopping  the  efflux  of  money,  only  makes  it  greater, 
because  the  higher  the  price,  the  greater  the  money-value  of  the  linen 
consumed.  The  balance,  therefore,  can  only  be  restored  by  the  other 
effect,  which  is  going  on  at  the  same  time,  namely,  the  fall  of  cloth  in  the 
English  and  consecjiicnlly  in  the  Geniian  market-  Even  when  cloth  has 
fallen  so  low  that  its  price  with  the  duty  is  only  equal  to  what  its  price 
without  the  duty  w.i5  at  first,  it  is  not  a  necessary  consequence  that  the 
fall  will  stop  ;  for  the  same  amount  of  exportation  as  before  will  no:  now 
suffice  to  pay  the  increased  money  value  of  the  imports  ;  and  although  the 
German  consumers  have  now  not  only  cloth  at  the  old  price,  but  likcivisc 
increased  money  incomes,  it  is  not  certain  tliat  they  will  be  inclined  to 
employ  the  increase  of  their  incomes  in  increasing  their  purchases  of 
cloth.  The  price  of  cloth,  therefore,  must  perhaps  fall,  to  restore  the 
equilibrium,  more  than  the  whole  amount  of  the  duty  ;  Germany  may  be 
enabled  to  import  cloth  at  a  lower  price  when  it  is  taxed,  than  when  it 
was  untaxed  :  and  this  gain  she  will  actjuire  at  the  expense  of  the  English 
consumers  of  linen,  who,  in  addition,  will  be  the  real  payers  of  the  whole 
of  what  is  received  at  their  own  custom-house  under  the  name  of  duties 
on  the  export  of  cloth.' 

It  is  almost  unnecessary  to  remark  that  cloth  and  linen  are  here  merely 
representatives  of  exports  and  imports  in  general ;  and  that  the  efTect 
which  a  lax  on  exports  might  have  in  increasing  the  cost  of  iinpons,  wnuld 
nffect  the  imports  from  all  countries,  and  not  peculiarly  the  articles  which 
might  be  imported  from  the  particular  country  to  which  the  taxed  exports 
were  sent. 

'  Such  are  the  extremely  various  effects  which  may  result  to  our&elves 
and  to  om-  customers  from  the  imposition  of  taxes  on  our  exports  ;  and 
tlie  determining  circumstances  are  of  a  nature  so  imperfectly  ascertainable, 
thai  it  must  be  almost  impossible  to  decide  with  any  certainty,  even  after 
the  tax  has  been  imposed,  whether  we  have  been  gainers  by  it  or  losers.' 
In  general,  however,  there  could  he  little  doubt  thai  a  country  which  im- 
posed sLich  taxes  would  succeed  in  making  foreign  countries  contribute 
someEhing  to  its  revenue  ;  but  unless  the  taxed  article  be  one  for  which 
their  demand  is  extremely  urgent,  they  will  seldom  pay  the  whole  of  the 
amount  which  the  tax  brings  in.*  '  lu  any  case,  wbalever  we  gain  is  lost 
by  somebody  else,  and  there  is  the  expense  of  the  collection  besides  :  if 
international  moraUty,  therefore,  were  rightly  understood  and  acted  upon, 
such  taxes,  as  being  contrary  to  (he  universal  weal,  would  not  exist.' 

•  Prohahly  the  sLronge&t  known  iiislance  of  a  large  revenue  laiscd  from 
foreigtieis  by  a  tax  on  exports,  is  the  opium  trade  with  China.  The  hich  price 
of  the  article  under  ihc  Government  monopoly  (which  is  equivaleat  to  a  High  ex- 

Eurt  duty)  has  »i  little  effect  in  discouiaging  its  consnmptiun,  Ihat  it  is  said  to  have 
cen  occasiooally  sold  in  China,  for  m  much  as  its  weight  in  silver. 


Thus  far  of  dulJes  on  exports.  We  now  proceed  to  tbe  more  ordinarf 
case  of  duties  on  imparls.  '  We  Iiave  had  an  example  of  a  tax  on  exports, 
that  is,  on  foreigners,  falling  in  part  on  ourseK-es.  We  shall  therefore  not 
be  surprised  if  we  find  a  lax  on  imjiorts,  that  is,  on  ourselves,  partly  fallinj^ 
upon  foreigners. 

'  Instead  of  taxing  the  ctoth  which  we  export,  suppose  that  we  tax  the 
linen  which  we  import.  The  duty  which  we  are  now  supposing  must  not 
be  what  is  termed  a  protecting-  duty,  that  is,  a  duty  su&iciently  high  to 
induce  us  to  produce  the  article  at  home.  If  it  had  (his  effect,  it  would 
destroy  entirely  the  trade  both  in  cloth  and  in  linen,  and  both  countries 
would  lose  the  whole  of  the  advantage  which  they  previously  gained  by 
exchanging  those  commodities  with  one  another.  We  suppose  a  duty 
which  might  diminish  the  consuniptiun  of  tlie  article,  but  which  would 
not  prevent  us  from  continuing  to  import,  as  before,  whatever  linen  we 
did  consume. 

'The  efjuilibrium  of  trade  would  be  disturbed  if  the  imposition  of  the 
tax  diminished,  in  the  slightest  degree,  the  quantity  of  linen  consumed. 
For,  as  the  tax  is  levied  at  our  own  custom-house,  the  German  exporter 
only  receives  the  same  price  as  formerly,  though  the  Englisli  consumer 
pays  a  higher  one.  If,  therefore,  there  be  any  diminution  of  the  quantity 
bought,  although  a  larger  sum  of  money  may  be  actually  laid  out  in  llic 
article,  a  smaller  one  will  be  due  from  England  to  Ormany  :  this  sum 
will  no  longer  be  an  equivalent  for  the  sum  due  from  Germany  to  England 
for  cloth,  the  balatice  therefore  must  be  paid  in  money.  Prices  will  fall 
in  Germany  and  rise  in  England  ;  linen  will  fail  in  the  German  market ; 
cloth  will  rise  in  the  English,  The  Germans  will  pay  a  higher  price  fot 
cloth,  and  will  have  smaller  money  incomes  to  buy  it  with  ;  while  the 

English  will  obtain  linen  cheaper,  that  is,  its  price  will  exceed  (vhat  it 
previously  was  by  less  Lhan  the  amount  of  the  duty,  while  their  means  of 
purchasing  it  will  be  increased  by  the  increase  of  their  money  incomes. 

'  If  the  imposition  of  the  tax  does  not  diminish  the  demand,  it  will  leave 
the  trade  exactly  as  it  was  before.  We  shall  import  as  much,  and  export 
as  much  j  the  whole  of  the  tax  will  be  paid  out  of  our  own  pockets. 

'  Rut  the  imposition  of  a  tax  on  a  commodity  almost  always  diminishes 
the  demand  more  or  less  ;  and  it  can  never,  or  scarcely  ever,  increase  the 
demand.  It  may,  therefore,  be  laid  down  as  a  principle,  that  a  tnx  on 
imported  commodities,  when  it  really  operates  as  a  tax,  and  not  as  a  pro- 
hibition either  total  or  partial,  almost  always  falls  in  part  upon  the 
foreigners  who  consume  our  goods ;  and  that  this  is  a  mode  in  which  a 
nation  may  appropriate  to  itself,  at  the  expense  of  foreigners,  a  larger 
share  than  would  otherwise  belong  to  it  of  the  increase  in  the  general 
productiveness  of  the  labour  and  capital  of  the  world,  which  results  from 
the  interchange  of  commodhies  among  nations.' 

Those  are,  therefore,  in  the  right  who  maintain  that  taxes  on  imports 
are  partly  paid  by  foreigners  ;  but  they  are  mistaken  when  they  say,  that 
it  is  by  the  foreign  producer.  It  is  not  on  the  person  from  whom  we  buy, 
but  on  all  those  wliu  buy  from  us,  that  a  portion  of  our  custom  duties 
spontaneously  falls.  It  is  the  foreign  consumer  of  our  exported  cora- 
modttles,  who  is  obliged  (o  pay  a  higher  price  for  ihem  because  we  main- 
tain revenue  duties  on  foreign  goods. 

There  arc  but  two  cases  in  which  duties  on  commodities  con  in  any 
degree,  or  in  any  manner,  fall  on  the  producer.  One  is,  when  the  article 
i»  a  strict  monopoly,  and  at  a  scarcity  price.    The  price  in  this  cas«  bein& 
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only  limited  by  the  desires  of  the  buyer ;  the  sum  obtained  for  the  re- 
5lricled  supply  being  llie  utmost  which  (he  buyers  would  consent  to  give 
ratbei'  than  go  whhoiit  it ;  if  the  treasury  iiilercepts  n  part  of  tbis>  the 
price  cannot  be  further  raised  (o  compensate  for  the  tax,  and  it  must  be 
paid  from  the  monopoly  profits.  A  tax  on  rare  and  hi^h  pHced  wines 
wiJl  frill  wholly  on  the  fprovers,  or  rather,  on  the  owners  of  the  \incyarris. 
The  second  case  in  which  the  producer  sometimes  bears  a  portion  of  the 
tax,  is  more  important :  tbe  case  of  duties  on  the  produce  of  land  or  of 
mines.  These  miyht  be  so  high  as  to  dimihish  materially  the  demand  for 
ihe  produce,  and  compel  the  abandonment  of  some  of  the  inferLor  qualities 
of  land  or  mines.  Supposing  this  to  be  the  effect,  the  consumers,  borh  in 
the  counir>'  itself  ,-ind  in  those  which  dealt  with  it,  would  obtain  the  produce 
at  smaller  cost ;  and  a  part  only,  instead  of  the  whole,  of  the  duty  would 
fall  on  the  purchaser,  who  would  be  indemnified  chiefly  at  the  expense  of 
the  landowners  or  minctowners  in  the  producing  country. 

Duties  on  importation  may,  then,  be  divided  '  into  two  classes  :  tlinse 
which  have  the  effect  of  encouraging  some  particular  branch  of  domestic 
industry,  and  diose  which  have  not.  The  tormer  are  purely  mischievous, 
both  to  the  country  imposing  them,  and  to  those  with  whom  it  trades. 
They  prevent  a  saving  of  labour  and  capital,  which,  if  permitted  to  be 
made,  would  be  divided  in  some  proportion  or  other  between  the  ini- 
poiting  country  and  the  countries  which  buy  what  that  couiilr\'  does  or 
might  export, 

'  The  other  class  of  duties  are  those  which  do  rot  encourage  one  mode 
of  procuring  an  article  at  the  expense  of  another,  but  allow  interchange  to 
lake  place  just  as  if  the  duty  did  not  exist,,  and  to  produce  the  saving  of 
labour  which  constitutes  the  motive  to  international,  as  to  all  other  com* 
nierce.  Of  this  kind  are  duties  on  the  importation  of  any  commodity 
which  could  not  by  any  possibility  be  produced  at  home  ;  and  duties  not 
sufficiently  Itigh  to  coimterbahmce  the  difference  of  expense  between  the 
production  of  the  article  at  home  and  its  importation.  Of  the  money 
which  is  brought  into  the  treasury  of  any  country  by  taxes  of  this  last 
description,  a  part  only  is  paid  by  the  people  of  that  country  ;  the  re- 
mainder by  the  forcig^n  consumers  of  their  goods. 

'  Nevertheless,  this  latter  kind  of  taxes  arc  in  principle  as  ineligible  ns 
the  fonner,  although  not  precisely  on  the  same  ground.  A  protecting 
duty  can  never  be  ,-»  cause  of  gain,  but  always  and  necessarily  of  loss,  to 
the  country  imposing  it,  just  so  far  as  it  is  cBicacious  to  its  end.  A  non- 
protecting  duty,  on  die  contrary,  would  in  most  cases  be  a  source  of  gain 
to  the  country  imposing  it,  in  so  far  as  throwing  part  cf  the  weight  of  its 
taxes  upon  other  people  isa  gain  ;  but  itwnuki  be  a  means  which  it  could 
seldom  be  advisable  to  adopt,  being  so  easily  counteracted  by  a  precisely 
shnilar  proceeding  on  the  other  side. 

'  If  England,  in  the  case  already  supposed,  sought  to  obtain  for  lierself 
more  than  her  natural  share  of  the  advantage  of  the  trade  with  (Icrmany, 
by  imposing  a  duty  upon  linen,  Germany  would  only  have  to  impose  a 
duty  upon  cloth,  sufficient  to  diminish  the  demand  for  that  article  about 
as  much  as  the  demand  for  linen  had  been  diminished  in  England  by  the 
tax.  Things  would  then  be  as  before,  and  each  country  would  pay  its 
own  tax.  Unless,  indeed,  the  sum  of  the  two  duties  exceeded  the  entire 
advantage  of  the  trade;  for  in  that  case  the  trade,  and  its  advantage, 
would  cease  entirely. 

'There  would  be  no  advantage,  theiefore,  in  imposing  duuea  qC  ^t.\% 
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kind,  will]  a  view  to  gain  by  them  in  the  manner  which  has  been  pointed 
out.  But  when  any  part  of  the  revenue  is  derived  from  taxes  on  com- 
modities, these  may  often  be  as  little  objectionable  as  the  rest.  I(  is 
evident,  too,  that  considerations  of  reciprocity,  which  arequite  unessential 
when  the  matter  in  debate  Is  a  protecting  dLity,  are  of  material  importance 
when  the  rcpeai  of  duties  of  this  other  description  is  discussed-  A 
country  cannot  be  expected  to  renounce  tlie  power  of  taxing  foreigners, 
unless  foreigners  will  tn  return  practice  towards  itself  the  sjvine  forbear- 
ance. The  only  mode  in  which  a  country  can  save  itself  from  being  a 
loser  by  the  revenue  duties  imposed  by  other  countries  on  its  commodilies, 
is  to  impose  corresponding  revenue  duties  on  thei«.  Only  it  must  take 
care  that  those  duties  be  not  so  high  as  to  exceed  all  that  remains  of  the 
advantage  of  the  trade,  and  put  an  end  to  importation  altog^ether,  causing 
the  article  to  be  cither  produced  at  home,  or  imported  from  another  ana 
a  dearer  market.* 


CHAPTER  V. 
OF  SOME  OTHBR  TAXES. 

§  I.  Besides  direct  taxes  on  income,  and  taxes  on  consumption,  the 
financial  systems  of  most  countries  comprise  a  variety  of  miscellaneous 
imposts,  not  strictly  included  in  either  class.  The  modern  European 
systems  retain  many  such  taxes,  though  in  much  less  number  and  variety 
than  those  semi- barbarous  governments  which  European  influence  has 
not  yet  reached.  In  some  of  these,  scarcely  any  incident  of  life  has 
escaped  being  made  an  excuse  for  some  fiscal  exactiun  ;  hardly  any  act, 
rot  belonginjj  to  daily  routine,  can  be  performed  by  any  one,  without 
obtaining"  leave  from  some  agent  of  government,  which  is  only  gr.inled  in 
consideration  of  a  payment :  especially  when  the  act  requires  Ihc  aid  or 
the  peculiar  guarantee  of  a  public  authority.  In  the  present  treati&ewc 
may  coufme  our  attention  to  such  taxes  as  lately  existed,  or  still  exist,  in 
countries  tisnally  classed  as  civiliied. 

In  almost  all  nations  a  considerable  revenue  is  drawn  from  taxes  on 
contracts.  These  are  imposed  in  various  forms.  One  expedient  is  that 
of  taxirK  the  lejtal  instrument  which  serves  as  evidence  of  the  contract, 
and  which  is  commonly  the  only  evidence  legally  admissible.  In  Eng- 
land, scarcely  any  contract  is  binding  unless  executed  on  stamped  paper, 
which  has  paid  a  tax  to  government ;  and  vvbcn  the  contract  relates  to 
property  the  tax  rises,  though  in  an  irregular  manner,  with  the  pecuniar)' 
value  of  the  property.  There  are  also  stamp  duties  on  the  legal  instni- 
mcnls  which  are  evidence  of  the  fulfilment  of  contracts  ;  such  as  acloiow- 
icdgments  of  receipt,  and  deeds  of  release.  Taxes  on  contracts  are  not 
always  Ecvicd  by  means  of  stamps.  The  duty  on  sales  by  auction, 
abrogated  by  Sir  Robert  Peel,  ivas  an  instance  in  point  The  Inxcs  on 
transfers  of  bnded  property,  in  France,  are  another:  in  England  these 
are  stamp-duties.  In  some  countries,  contracts  of  m.nny  kinds  are  not 
1-alid  unless  registered,  and  their  registration  is  made  an  occasion  for  a  tax. 

Of  taxes  on  contracts,  the  most  important  [arc  those  on  the  transfer  of 
property  ;  chiefly  on  purchases  and  sales.  Ta.\es  on  the  sale  of  con- 
sumable commodhies  are  simply  taxes  on  those  commodities.  If  they 
niiect  ODly  some  particular  commodities,  they  raise  the  prices  of  those 
mmodkies,  and  are  paid  by  Oac  conaivtvfti:.    IC  the  attempt  were  made 
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to  tax  all  purchases  and  salesj  which,  liowever  absurd,  was  for  centuries 
the  law  of  Spain,  the  tax,  if  it  could  be  enforced,  would  be  e<jiiivalent  to  a 
tax  on  all  coimnoditieSj  and  would  not  affect  prices:  if  levied  from  the 
sellers,  it  would  be  a  tax  on  profits,  if  from  ihe  buyers,  a  tax  on  consump- 
tion ;  and  neither  class  could  throw  the  burihen  upon  (he  other.  If  con- 
fined to  some  one  mode  of  sale,  as  far  example  by  auction,  it  discoi:ragc3 
recourse  to  that  mode,  and  if  of  any  material  amount,  prevents  it  from 
being  adopted  at  all,  unless  in  a  case  of  emergency  ;  in  which  case  as 
tlie  seller  is  under  a  necessity  lo  sell,  but  the  buyer  under  no  nccessiiy  to 
buy^  the  tax  falls  on  the  seller  ;  and  this  was  the  strongest  of  the  objections 
to  the  auction  duty  :  it  almost  always  fell  on  a  necessitous  person^  and  in 
the  very  crisis  of  his  necessities. 

Taxes  on  the  purchase  and  sale  of  land  are,  in  most  countries,  liable  to 
the  same  objection.  Landed  property  in  old  countries  is  seldom  parted 
with,  except  from  redtn!:ed  circumstances,  or  some  urgent  need  :  the 
seller,  therefore,  must  take  what  he  can  get,  while  the  buyer,  whose  object 
is  an  investment,  makes  his  calculations  on  the  interest  which  he  can 
obtain  for  his  money  in  other  ways,  and  will  not  buy  if  he  is  charged  with 
a  government  tax  on  Ihe  transaction.  It  has  indeed  been  objected,  that 
this  arg-ument  would  not  apply  if  all  modes  of  permanent  investment,  such 
as  the  purchase  of  government  securities,  shares  in  joint-siock  companies, 
mortgages,  and  the  like,  were  subject  to  the  same  tax.  Tlut  even  then,  if 
paid  by  the  buyer,  it  would  be  equivalent  to  a  tax  on  interest :  if  sufbcienily 
heavy  to  be  of  any  importance,  it  would  disturb  the  csc.iblished  rclalioti 
between  intere&t  and  profit  ;  and  the  disturbance  would  redress  itself  by 
a  rise  in  the  rate  of  interest,  and  a  fill  of  the  price  of  land  and  of  all 
securities.  It  appears  lo  me,  therefore,  that  t!ie  seller  is  the  per&on  by 
whom  snch  taxes,  unless  under  peculiar  circumstances,  will,  always  be 
borne. 

AU  taxes  must  be  condemned  which  throw  obstacles  in  the  way  of  the 
sale  of  land,  or  other  instruments  of  production.  Such  sales  tend 
naturally  to  render  the  property  more  productive.  The  seller,  whether 
moved  by  necessity  or  choice,  is  pmbably  some  one  who  is  cither  without 
the  means,  or  without  the  capacity,  to  make  the  most  advantag^eons  use 
of  the  property  for  productive  purposes  ;  while  the  buyer,  on  the  other 
hand,  is  at  any  rate  not  newly  ;  and  is  probably  a  person  both  inclined 
and  able  to  iinprovc  the  property,  since,  as  it  is  worth  more  to  such  a 
person  tlian  to  any  other,  he  is  likely  to  ofier  the  highest  price  for  it.  All 
t.i\cs,  therefore,  and  all  difficulties  and  expenses,  annexed  to  such  con- 
tracts, are  decidedly  detrimental;  especiaJIy  in  the  case  of  land,  the 
source  of  subsistence,  and  the  ori;;inal  foundation  of  all  wealth,  on  the 
improvement  of  which,  thcrefo*'e,  so  much  depends.  Too  great  facilities 
cannot  be  given  to  enable  land  to  pass  into  the  hands,  and  assume  the 
modes  of  aggregation  or  division,  most  conducive  to  its  productiveness. 
If  landed  properties  are  too  large,  alienation  should  be  free,  in  order  that 
they  may  be  subdivided  ;  if  too  small,  in  oi-der  thai  they  may  be  united. 
AO  taxes  on  the  transfer  of  landed  property  should  be  abolished  ;  but,  as 
the  landlords  have  no  claim  to  be  relieved  from  any  rcser\'ation  M-hich  the 
stale  has  hitherto  made  in  Its  own  favour  from  the  amount  of  their  rent^ 
an  annual  impost  equivalent  to  theaverage  produceTof  these  taxes  shoulo 
be  distributed  over  the  land  generally,  in  the  form  of  a  land-tax.* 

■  In  our  own  country,  the  taxes  on  cnnlcacts  are  the  more  objectionable,  Iw- 
CBiisc,  wilh  that  Itriidency  lo  spare  ihc  rich  which  pcrvaJcs  our  financio)  s^Ucm.^ 
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Some  of  the  taxes  on  contmcts  are  very  Dernicious,  imposing  a  virtual 
penalty  upon  iransactions  whkh  it  ought  to  oe  the  polity  of  the  legislator 
to  encourage.  Of  this  sort  is  the  stamp  duly  on  leases,  whidi  in  a 
cotinti-y  tif  large  properties  are  an  essential  condition  of  good  agriculture; 
and  the  tax  aix  insurances,  a  direct  discouragement  lo  pnidcnce  and  fore- 
thought. In  the  case  of  fire  insurances,  the  tax  is  exactly  double  the 
amoimt  of  the  premium  of  insurance  on  common  risks  ;  so  that  the  person 
insuring  is  obhgctl  by  llic  government  lo  pay  for  the  insuranre  just  three 
timc&  the  value  of  the  risk.  If  this  tax  existed  in  France,  we  should  not 
see,  as  we  do  in  some  of  her  jnovinces,  the  plate  of  an  insurance  company 
on  almost  every  cottage  or  hovel.  This,  indeed^  must  be  ascribed  to  the 
provident  and  calculating  habits  produced  by  the  dissemination  of  pro- 
perty through  the  labouring  class  :  but  a  tax  of  so  extravagant  an  amount 
would  be  a  heavy  drag  upon  any  habits  of  providence. 

§  2.  Nearly  allied  tn  the  taxes  on  contracts,  are  those  oil  communica- 
tion. The  prini^ipai  of  these  is  the  postage  tax  ;  to  which  may  be  added 
the  tax  on  advertisements,  and  that  on  newspapers,  which  arc  taxes  on 
the  communication  of  infuruiation. 

The  common  mode  of  levying  a  tax  on  the  conveyance  of  letters,  is  !w 
making  the  government  the  sole  authorized  carrier  of  letters,  and  demand- 
ing a  monopoly  price.  When  this  price  is  so  moderate  as  it  is  in  this 
country  under  the  unifonn  penny  postage,  scarcely  if  at  .ill  exceeding  what 
would  be  charged  under  the  freest  competition  by  any  private  company, 

they  are  proixirttonately  much  heavier  on  the  smiller  transactions.  Many  stamp 
duties  do  not  [irofcss  to  be  ati  valorem,  but  nre  fixed  charges,  whether  Ihe  nniomit 
o(  the  Itansaciion  he  great  or  small.  Wilh  respect  to  those  which  dn  pretend  10 
be  aii  viMortm  ;  '  of  [he  ittaiD^is  on  convcyaTuccs,  ihc  lowest,  which  Attaches  where 
the  purch:tEe  money  docs  not  amount  to  20/.,  is  ioj.  ;  where  the  purchase  inoaey 
arnounts  tn  20/.  niid  not  to  50/,,  i/,  ;  where  50/.  nntl  not  amounting  to  I50/.| 
t/.  lor.  ;  and  there  nre  twenty-three  olhu  enumerated  stntnps,  rising  in  amount  iy 
i]nec]u.il  steps,  the  highest  being  1000/.,  where  the  purchase  money  h  100,000^, 
beyond  which,  however  high  the  purchase  money  tn.iy  rise,  the  [ax  docs  not  iu- 
crcnsc.  ...  In  the  case  of  ft  20/.  purchase  of  freehold,  the  duty  is  2/.,  or  10  per 
cent,  on  the  value  ;  while  on  tlie  200,000/.  01  300,000/.  purchnse  (as.  pii  all  con»cy- 
Aiiccs  of  150^.  and  upwards),  Ihc  stamp  Ls  only  r/.  155.,  a  fraction  of  the  value  two 
inconsiderable  to  deserve  notice.  It  often  happens  also  in  conveyances  of 
properties  of  small  amoiml,  thai  liesiiies  this  conveyance,  other  deeds  arc  required, 
as  assigrinicnta  or  surrenders  of  terms,  and  covenant  for  the  production  of  title 
deeds  :  and  the  stamps  on  these  deeds  are  the  same  whether  the  puieha-se  is  30/. 
OT  aOjOOo/.'  In  the  stamp  duties  on  bonds  and  mortgages,  the  inequ.ilily  is  ttill 
more  glaring  ;  ihc  rate  cJ  vahicm  being  'eifihty  times  as  great  on  the  Eccurity  fur 
50/.  as  on  thnt  Tor  roo,ocio/.' — M-CttUofh  mt  Ta.x,uhn,  \\\\.  27780.  And  in 
«nather  place,  'The  stamp  duties  in  their  present  form  wholly  want  that  com- 
pensating qualiiy  which  has  often  been  ascribed  to  them  (and  with  whidi  they 
might  beemlfiwed)  of  giving  increased  security  to  transaclions.  On  the  contrat>', 
one  would  think  they  had  tietn  intended  to  wjrve  as  decoys  with  which  to  entrap 
parlies,  and  force  them  into  the  courts.  Tlie  ditliciilly  ■vvhich  they  create  o( 
dcieTintaiiig  wbat  is  and  what  is  not  a  proper  stamp,  is  itself  a  mojt  prolific  source 
of  uncertainty,  and  constqiicnily  of  litigation  and  expense'  (p.  276).  SVc  may 
well  add,  with  the  same  wiitet  (p.  231).  'it  will  be  curious  to  see  how  long  the 
present  system  will  he  pcriniiled  to  conlinue.' 

It  is  a  characteristic  fact,  thsl  while  the  sale  of  land  is  taxed,  its  Settlement, 
which  prevents  it  from  being  sold,  i^  one  of  the  few  legal  Iranswiions  which  ate 
not  liable  to  any  tax. 
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it  can  hardly  be  considered  as  tsxalion,  but  rather  as  the  profits  of  a 
business;  whatever  excess  there  is  above  the  ordinary  proms  of  stock 
beings  a  fair  result  of  the  saving  of  expense,  caused  by  haviny  only  one 
esiabhslinient  and  one  set  of  nrrangemerts  for  Llift  whole  coimil-y,  iusiead 
of  many  compeiitig:  ones.  The  business,  too>  being  one  which  boih  cnn 
and  o»ig;ht  to  be  coiidticlcd  on  fixed  rules,  is  one  of  the  very  few 
businesses  which  it  is  not  unsuitable  to  a  government  to  conduct.  1  he 
post-office,  therefore,  is  at  present  one  of  the  best  of  tlie  sources  from 
which  this  country  derives  its  revenue.  But  a  postage  much  exceeding 
what  would  be  paid  for  the  same  service  in  a  system  of  freedom,  is  not  a 
desirable  tax.  Its  chief  weight  falls  on  letters  of  business,  and  increases 
the  expense  of  mercantile  relations  belnecn  distant  places.  It  is  like  an 
attempt  to  raise  a  larye  revenue  by  heavy  tolls  :  it  obstructs  all  operations 
by  which  goods  are  conveyed  from  place  to  phice,  ?md  discourages  llie 
production,  of  commodities  in  one  place  for  consumption  in  another ; 
which  is  mot  only  in  itself  one  of  the  greatest  sources  of  economy  of 
labour,  but  is  a  necessary  condition  of  almost  all  improvements  in  produc- 
tion, and  one  of  the  stronj;c5t  stimulants  to  industry. 

A  tax  on  adveriisements  is  not  free  from  tbe  same  objection,  since  in 
whatever  decree  advertisements  are  useful  to  business^  by  facilitating  the 
coming  together  of  the  dealer  or  producer  and  the  consumer,  in  that  same 
deg;ree,  if  the  tax  be  high  enough  to  be  a  serious  discouragement  lo  ad- 
vertising, it  prolongs  the  period  during  which  goods  rem.iin  unsold  and 
capital  locked  up  in  idleness.  In  this  country  the  amount  of  the  duty  is 
moderate,  and  the  abuse  of  advertising,  which  is  quite  as  conspicuous  as 
the  use,  renders  the  abolition  of  the  tax,  though  nght  in  principle,  amatter 
□f  less  urgency  than  if  might  otherxvise  be  deemed. 

A  tax  on  ncuspapcrs  is  objectionable,  not  so  much  where  it  does  fall 
aswhercit  does  not,  that  is^  where  it  prevents  nevvspnpcrsfrom  being  used. 
To  the  (jencrality  of  those  who  now  buy  them,  newspapers  arc  a  luxury, 
which  they  can  as  wellaflbi-d  topay  for  as  any  other  indulgence,  and  which 
is  as  unexceptionable  a  source  of  reventie.  But  to  that  large  |)art  of  the 
community  who  have  been  taught  to  read,  but  have  received  httlc  oilier 
inleltecttial  education,  newspapers  are  the  source  of  nearly  all  the  general 
information  which  they  possess,  and  of  nearly  all  their  acquaintance 
with  the  ideas  and  topics  current  among  mankind ;  and  an  interest  is 
more  easily  excited  in  newspapers,  than  in  books,  or  other  more  recondite 
sources  of  instmction.  Newspapers  do  so  little,  and  generally  attempt  so 
little,  in  the  origination  of  useful  ideas,  ih.-\t  many  persons  undervalue  the 
importance  of  their  office  in  disseminating  those  ideas  ;  in  correcting 
many  prejudices  and  superstitions,  and  keeping  up  that  habit  of  discus- 
sion, and  interest  in  public  concerns,  the  absence  of  which  is  a  great 
cause  of  the  stagnation  of  mind  usually  found  in  the  lower  and  middle,  if 
not  in  air,  ranks,  of  those  countries  where  newspapers  of  an  important  Or 
interesting  character  do  not  exist.  There  ought  to  be  no  taxes  which 
render  this  great  diffuser  of  ide;is,  of  mental  excitement,  and  mental 
exercise,  less  accessible  to  thai  portion  of  the  public  which  most  needs  to 
be  tarried,  as  it  were,  out  of  itself,  into  a  region  of  ideas  and  interests 
beyond  its  own  limited  horizon. 

^3.  In  the  enumeialton  of  bad  taxes,  a  conspicuous  place  must  be 
assigned  to  law  taxes ;  which  extract  a  revenue  for  the  state  from  the 
various  operations  involved  in  an  application  tn  tlie  tribunals.  Like  all 
needless  expenses  attached  to  law  proceedings,  they  are  a  tax  on  redress^ 
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and  therefore  a  premium  on  injury.    Although  such  taxes  have  been 

ibolishcd  in  this  country  as  a  general  source  of  revenue,  they  still  exist 
in  the  form  of  fees  of  court,  for  defraying  the  expense  of  the  courts  of 
justice  ;  under  the  idea,  apparently,  that  those  may  fairly  be  required  to 
bear  the  expenses  of  the  atlniinistratlon  of  JMstice,  who  reap  the  benefit 
of  it.  The  fallacy  of  this  doctrine  was  powerfully  exposed  by  ficnthatn. 
As  he  remarked,  those  who  are  under  the  necessity  of  going  to  law,  are 
those  who  bcnclit  least,  not  most,  by  the  law  and  its  administration. 
To  them  the  protection  which  the  law  affords  has  not  been  oompletc, 
jjnce  they  have  been  obliged  to  resort  to  a  court  of  justice  to  ascer- 
tain their  rights,  or  maintain  those  rights  against  infringement :  while  the 
remainder  of  the  public  have  enjoyed  the  immunity  from  injury  con- 
ferred by  the  law  and  the  tribunals,  without  the  inconvenience  of  an 
appeal  to  them. 

§  4.  Besides  the  general  taxes  of  the  stale,  there  arc  in  all  or  most 
countries  local  taxes  to  defray  any  expenses  of  a  public  nature  which  it 
is  thought  best  to  place  under  the  control  or  management  of  a  local 
auiliority.  Some  of  these  expenses  are  inruned  for  purposes  in 
•which  the  particular  locality  is  solely  or  chiefiy  interested  ;  as  the 
paving,  cleansing,  and  lighting  of  the  streets  ;  or  the  making  and  repair- 
mg  of  roads  and  bridges,  which  may  be  important  to  people  from  any 
part  of  the  country,  but  only  in  so  far  as  they,  or  goods  belonging  to 
them,  pass  along  the  roads  or  over  tlie  bridges.  In  other  cases  again, 
the  expenses  are  of  a  kind  as  nationally  important  as  any  others,  but  are 
defrayed  locally,  because  supposed  ntore  likely  to  be  well  administered  by 
local  bodies  :  as  in  England,  the  relief  of  the  poor  and  the  support  o( 
gaol?,  and  in  some  other  countries  of  schools.  To  decide  for  what  public 
objects  local  superintendence  is  best  suited,  and  what  arc  those  which 
should  be  kept  immediately  under  the  central  government,  or  under  a 
mixed  system  of  local  management  and  central  superintendence,  is  a 
tiuesiion  not  of  political  economy,  but  of  administration.    It  is  an  im- 

iiorlant  principle,  however,  that  taxes  Imposed  by  a  local  autlioiity,  bctng 
ess  amenable  to  publicity  and  discussion  than  the  acts  of  the  govern- 
ment, should  always  be  special — laid  on  for  some  definite  service,  and 
not  exceeding  the  expense  actually  incurred  in  rendering  the  scr\-ice. 
Thus  limited,  it  is  desirable,  whenever  practicable,  that  the  burtlien  should 
fall  on  those  to  whom  the  service  is  rendered  ;  that  the  expense,  for 
instance,  of  roads  and  bridge?,  should  be  defrayed  by  a  loll  on  passengers 
and  goods  conveyed  by  them,  llms  dividing  the  cost  between  those 
who  use  ihcm  for  pleasure  or  convenience,  and  the  consumers  of  the 
goods  which  they  enable  to  be  brought  to  and  from  the  market  at  4 
diminished  exuense.  When,  however,  the  tolls  have  repaid  with  interest 
the  whulc  of  tne  expenditure,  the  road  or  bridge  should  be  thrown  open 
free  of  toll,  that  it  may  be  used  also  by  those  to  whom,  unless  open 
gratuitously,  it  would  be  valueless;  provision  being  made  for  repairs 
either  from  the  funds  of  the  slate,  or  by  a  rate  levied  on  the  localities 
which  reap  the  principal  benefit. 

In  England,  almost  all  local  taxes  are  direct,  (the  coal  duty  of  the  City 
of  London,  and  a  few  similar  imposts,  being  the  chief  exceptions,) 
although  the  greatest  (lart  of  the  taxation  for  genem.1  purposes  is  indirect 
On  the  Contrary,  in  !■  ranee,  Austria,  and  other  countries  where  direct 
fatalion  is  much  more  largely  employed  by  the  state,  the  local  expenses 
'  totvns  are  principally  defrayed  by  taxes  levied  on  commodities  when 
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entering  them.  These  indirect  taxes  are  much  more  objeclionable  in 
towns  than  on  the  frontier,  because  the  things  which  the  country  supplies 
to  the  towns  are  chiefiy  the  necessaries  of  lite  and  tlie  materials  of  nianu- 
facturCj  while,  of  what  a  country  imports  from  foreign  coimtries,  the 
greater  part  usually  consists  of  luxuries.  An  octroi  cannot  produce  a 
large  revenue,  without  pressing  severely  upon  the  latwiuring  classes  of 
the  towns  ;  unless  their  %vages  rise  proportionally,  in  which  case  the  tax 
falls  in  a  gTeat  measure  on  the  consumers  of  town  prnduce,  whether 
residing  in  town  or  country,  since  capital  will  not  remain  in  the  towns  if 
its  profits  fall  beyond  their  ordinary  proportion  as  compared  with  the 
rural  districts. 


CHAPTER  VI. 
COMPARISON  BETWEKN  DIRECT  ANd'  INDIRECT  TAXATION. 

§  I.  Are  direct  or  indirect  taxes  the  mostelrgible?  This  question,  at  all 
timc'5  interesting,  has  of  late  exciteda  considerable  amount  of  discussion. 
In  England  there  is  a  popular  feeling,  of  old  standing,  in  favour  of 
indirect,  or  it  should  mther  be  said  in  opposition  to  direct,  taxation.  The 
feelingf  is  not  grounded  on  die  merits  of  the  case,  zaR  is  of  a  rather  puerile 
kind.  An  Englishman  detests,  not  so  much  the  payment  as  the  act  of 
paying.  He  dislikes  seeing  the  face  of  the  tax-collector,  and  beirg 
subjected  to  his  peremptory  demand.  Perhaps,  too,  the  money  which  he 
is  required  to  pay  directly  out  of  his  pocket  is  the  only  taxation  which  he 
is  qmte  sure  that  he  pays  at  all.  That  a  lax  of  two  shillings  per  pound  on 
lea,  or  of  three  shillings  per  bottle  on  wine,  raises  the  price  of  eacJi  ponnd 
of  tea  and  bottle  of  wine  which  he  consumes,  by  ih.at  and  more  than  that 
amount,  cannot  indeed  be  denied  ;  it  is  the  fact,  and  is  intended  to  be  so, 
and  he  himself,  at  times,  is  perfectly  aware  of  it ;  but  it  makes  hardly  any 
impression  on  his  practical  feelings  and  associations,  serving  to  illustrate 
the  distinction  between  what  is  merely  known  to  be  true  and  what  is  felt 
to  be  so.  The  '  ignorant  impatience'  of  direct  taxation,  contrasted  with 
the  easy  manner  m  which  the  public  consent  to  let  ihemselves  be  fleeced 
in  the  prices  of  commodities,  has  generated  in  many  friends  of  improve- 
ment a  direcdy  opposite  mode  of  thinking  to  the  foregoing.  They  contend 
that  the  very  reason  which  makes  direct  taxation  disagreeable,  makes  it 
preferable.  Under  it,  every  one  knows  how  much  he  really  pays  ;  and  if 
he  votes  for  a  war,  or  any  other  expensive  national  luxury,  he  docs  so 
with  his  eyes  open  to  what  it  costs  him.  If  all  taxes  were  direct, 
taxation  would  be  much  more  odious  than  at  present ;  and  there  would 
be  a  security,  which  now  there  is  not,  for  economy  in  the  public 
expenditure. 

Although  this  argument  is  not  without  force^  loo  much  stress,  I  cannot 
but  think,  is  laid  on  it :  for,  in  the  first  place,  its  weight  is  likely  to  be 
constantly  diminishing.  The  real  incidence  of  indirect  taxation  is  every 
day  more  generally  understood  and  more  familiarly  recognised ;  and 
whatever  else  may  be  said  of  the  progressive  changes  which  are  taking 
place  in  the  tendencies  of  the  human  mind,  it  can  scarcely,  I  think,  be 
denied,  that  things  are  more  and  more  estimated  according  to  their 
calculated  value,  and  less  according  to  their  non-essential  accompani- 
ments.   The  mere  distinction,  therefore,  between  paying  money  d«toJ."i 
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to  the  tnx-coUector,  and  con tribu ling  the  s»nie  sum  through  the  bter- 
vention  [>f  the  icadeitcr  or  the  winc-mci'chant,  wit!  not  continue  to  make 
the  whole  difference  between  dislike  or  opposition,  .ind  passive  acquies- 
cence. But  further,  while  this  infirmity  of  the  popular  njmd  subsists,  the 
argument  grounded  on  it  telis  partly  on  the  other  side  of  the  question. 
If  our  present  rcvcriie  nf  above  fifty  millions  were  all  raised  by  direct 
taxes,  an  intense  dissatisfaction  would  certainly  arise  at  ha%Hng  to  piay  so 
much  ;  but  while  men's  minds  are  so  little  guided  hy  rc:ison,  as  such  a 
change  of  feeling  from  so  irrelevant  a  cause  would  imply,  it  may  be 
doubted  if  so  great  an  aversion  to  taxation  wotild  not  produce  more  evil 
lh.in  good.  Of  the  fifty  millions  in  question,  nearly  thirty  are  plcdgedi 
under  ihc  most  binding,'  obligations,  to  those  whose  capital  has  beetj 
borrowed  and  spent  by  the  state  :  and  while  this  debt  remains  unre- 
deemed, a  greatly  incrc;ised  impatience  of  taxation  would  involve  no  Ititic 
danger  of  .1  breach  of  faith,  similar  to  that  which,  in  the  defaulting  states 
of  America,  has  been  produced,  and  in  some  of  them  still  cautinues,  from 
the  same  Cause.  That  part,  indeed,  of  the  public  expenditure  which  is 
devoted  to  the  maintenance  of  civil  and  military  establishments,  is  still,  in 
many  ciises,  unnecessarily  profuse,  but  though  the  total  amount  will  bear 
great  reduction,  many  items  certainly  require  increase.  There  is  hardly 
any  public  reform  or  improvement  of  the  first  rank,  proposed  uf  late 
years,  and  still  remaining  to  be  effected,  which  would  not  probithly 
require,  at  least  for  a  time,  an  increased  instead  of  a  diminished  appropri- 
ation of  public  money.  Whether  the  object  be  popular  education; 
emigration  and  colonization  ;  a  more  efficient  and  accessible  adminis- 
tration of  justice  ;  a  more  judicious  trcalmcnt  of  <;riminals  ;  improvement 
in  the  condition  of  soldiers  and  sailors  ;  a  miirc  effective  police  ;  reforms 
of  any  kind  which,  like  the  Slave  Emancipation,  require  compensation  to 
individual  interests  j  or,  finally,  what  is  as  important  as  any  of  these,  the 
entertainment  of  a  sufTtcient  sta^fT  of  able  and  highly-educated  public 
servants,  to  conduct  in  a  better  than  the  present  awkward  manner  the 
business  of  legislation  and  administration  :  everj'  one  of  these  things 
implies  considerable  expense,  and  many  of  them  have  again  and  again 
been  prevented  by  the  reluctance  which  existed  to  apply  to  I'arhament 
for  an  increased  grant  of  public  money,  though  the  cost  woiild  be  repaid^ 
often  a  hundied-fold,  in  mere  pecuniary  advantage  to  the  community 
generally.  1  fear  that  we  should  have  to  wait  long  for  most  of  these  thingi, 
if  taxation  were  as  odious  as  it  prob.ably  would  be  if  it  were  exclusively 
direct. 

There  is,  however,  a  frequent  plea  in  support  of  indirect  taxation, 
which  must  be  altogether  rejected,  as  g^rounded  on  a  fallacy.  \Vc  are  often 
told  that  taxes  on  commodities  are  less  burdensome  than  other  taxes, 
becaiEse  the  contributor  can  escape  from  them  by  ceasing  louse  the  taxed 
commodity.  He  certainty  can,  if  that  be  his  object,  deprive  the  govern- 
ment of  the  money  ;  but  he  does  so  by  a  sacrifice  of  his  own  indulgences, 
which  (if  he  chose  to  undergo  it)  would  equally  make  up  to  him  for  the 
same  amount  taken  from  him  by  direct  taxation.  Suppose  a  tax  laid  on 
wine,  sufTicient  to  add  five  pounds  to  the  price  of  the  quantity  of  wine 
whicli  he  consumes  in  a  year.  He  has  only  (we  are  told)  to  diminish  bis 
consumption  of  wine  by  5/.,  and  he  escapes  the  burden.  True  ;  but  if 
the  5/.,  instead  of  being  laid  on  wine,  had  been  taken  from  him  by  on 
income-tax,  he  could,  by  expending  5/.  less  in  wine,  equally  save  the 
amount  of  the  tax,  so  that  the  difference  between  the  two  cases  is  re;itly 
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illusory.  If  the  government  takes  from  the  coiilnbulor  five  pounds  a  year, 
whether  In  one  way  or  rlnotller^  exactly  tliat  amouni  must  uc  retrenched 
from  his  consumption  to  leave  him  as  well  ott  as  before  ;  and  in  either 
way  the  same  amount  of  sacrifice,  neither  more  nor  less,  is  imposed  on 
him. 

On  the  other  hand,  it  is  a  real  advantage  on  the  side  of  indirect  taxes, 
that  what  they  exact  from  the  contributor  is  taken  Jtt  a  time,  and  in  a 
manner,  likely  to  be  convenient  to  him.  It  is  paid  at  a  time  when  he  has 
at  any  rale  a  payment  to  make  ;  it  causes,  therefore,  no  additional  trouble, 
nor  any  inconvenience  but  what  is  inseparable  from  the  payment  of  the 
amount.  He  can  also,  except  in  the  case  of  very  perishable  articles, 
select  his  own  time  for  laying  in  a  stock  of  the  commodity,  and  conse- 
quently for  payment  of  the  tax.  The  producer  or  dealer  who  advances 
these  taxeSf  is,  indeed,  sometiniee  subjcctetl  lo  inconvenience  ;  but,  in  the 
case  of  imported  goods,  this  inconvenience  is  reduced  to  a  minimum  by 
what  is  called  the  Warehousing  System,  under  which,  instead  of  paying 
the  duty  at  the  time  of  importation,  he  is  only  required  to  do  so  when 
he  takes  out  the  goods  fur  consumption,  which  is  seldom  done  until  he 
has  either  actually  found,  or  has  the  prospect  of  immediately  finding,  a 
puithaser. 

The  decisive  objection,  however,  to  raising  the  whole  or  the  greater  part 
of  a  large  revenue  by  direct  taxes,  is  the  impossibility  of  assessing^  them 
fairly.  In  the  case  of  an  income-tax,  I  have  pointed  out  that  the  burthen 
can  never  be  apportioned  with  any  tolerable  approach  to  falmes's  upon 
those  whose  incomes  are  derived  from  a  business  or  profession;  and  this  is 
ill  fact  admilted  by  most  of  the  advocates  of  direct  taication,  who,  I  am 
afraid,  generally  ^et  over  the  difficulty  by  leaving  those  classes  untaxed, 
and  confining  their  projected  income-tax  to  '  realized  property,'  in  which 
form  it  certainly  has  the  merit  of  being  a  very  easy  form  of  plunder.  But 
enough  has  been  said  in  condemnation  of  this  expedient  Wchavc  seen, 
however,  that  a  house-tax  is  a  form  of  direct  taxation  not  liable  to  the 
same  objections  as  an  inconie-tajc,  and  indeed  liable  to  as  few  objections 
of  any  kind  as  perhaps  any  of  our  indirect  taxes.  But  it  would  be  im- 
possible to  raise,  by  a  house-tax  alone,  the  greatest  part  of  the  revenue 
of  Great  liiitain,  without  prnducing  a  very  objectionable  over-crowding 
of  the  population,  through  the  strong  motive  which  all  persons  would 
have  to  avoid  the  lax  by  restricting  their  house  accommodation.  Besides, 
even  a  house-tax  has  inequalities,  and  consequently  injustices  ;  no  lax  is 
exempt  from  tbeni,  and  it  is  neither  JList  nor  politic  to  make  all  the  in- 
equalities fall  in  the  same  places,  by  calling  upon  one  tax  to  defray  the 
whole  or  the  chief  part  of  the  public  expenditure.  So  much  of  the  local 
taxation,  in  this  country,  being  already  in  the  form  of  a  house-tax,  it  is 
probable  that  ten  millions  a  year  would  be  fully  as  much  as  could 
beneficially  be  levied,  through  this  medium,  for  general  purposes. 

A  certain  amount  of  revenue  may,  as  we  have  seen,  he  obtained  with- 
out injustice  by  a  peculiar  tax  on  rent.  Besides  the  present  land  tax,  and 
an  equivalent  for  the  revenue  now  derived  from  stamp  dt:ties  on  the 
conveyance  of  land,  some  further  taxation  might,  I  have  contended,  at 
some  future  period  be  imposed,  to  enable  the  state  to  participate  in  the 
progressive  mCTease  of  the  incomes  of  landlords  from  natural  causes. 
Legacies  and  inheritances,  we  have  also  seen,  ought  to  be  subjected  lo 
taxation  sufficient  to  yield  a  considerable  revenue,  With  these  taxesj 
and  a  housc-tux  of  suitable  atUotmt,  we  should,  I  think,  have  reached  the 
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prudent  limits  of  direct  taxation,  save  in  a  national  emergency  so  tirpent 
as  to  justify  the  gavcrnment  in  disregarding  the  inequality  and  unfairness 
inseparable  from  every  practicable  form  of  incDme-tax.  The  remainder 
of  the  revenue  wouM  have  to  be  provided  by  taxes  on  consumption,  and 
Uie  question  is,  which  of  these  arc  the  least  objectionable. 

§  2.  There  are  some  forms  of  indirect  taxation  which  must  be  peremp- 
torily excluded.    Taxes  on  commodities,  for  revenue  purposes,  must  not 

Loperate  as  protecting  duties,  but  must  be  levied  impartially  on  every  mode 
in  which  the  articles  can  be  obtaintd,  whether  produced  in  the  country 
itself,  or  imported.  An  exclusion  must  also  be  put  upon  all  taxes  on  the 
necessaries  of  life,  or  on  the  materials  or  iiistniinents  employed  in  pro- 
ducing those  necesEaries.    Such  taxes  are  always  liable  to  encroach  on 

;  what  should  be  left  untaxed,  the  incomes  barely  sufficient  for  healthful 
existence  ;  and  on  the  most  favourable  supposition,  namely,  that  wages 
rise  to  compensate  the  labouiers  for  the  lax,  it  operates  as  a  peculiar  tax 
on  profits,  which  is  at  once  unjust,  and  detrimental  to  national  wealth.* 
What  remain  are  taxes  on  luxuries.  And  these  have  some  propeities 
^hlch  stronigly  recommend  them.  In  the  first  place,  they  can  never,  by 
any  possibility,  touch  those  whose  whole  income  is  expended  on  ncces- 
garics ;  while  they  do  reach  those  by  whom  what  is  required  for  neces- 
saries, is  expended  on  indulgences.  In  the  next  place,  lliey  operate  in 
some  cases  as  a  useful,  and  the  only  useful,  kind  of  sumptuary  law.  I  dis- 
clakn  all  ascetici&m,  and  by  no  means  wish  to  see  discouraged,  either  1^ 
law  or  opinion,  any  indulgence  (consistent  with  the  means  and  obligations 
of  the  person  using  it)  which  is  sought  from  a  genuine  inclination  for,  and 
enjoyment  of,  the  thing  itself;  but  a  great  portion  of  the  expense  of  the 
higbcr  and  middle  classes  in  most  countries,  and  the  greatest  in  this,  if 
not  incurred  for  the  sake  of  the  pleasure  aflbrded  by  tlie  things  on  which 
the  money  is  spent,  but  from  regard  to  opinion,  and  an  idea  that  certain 
expenses  are  expected  from  them,  as  an  apfjcndage  of  station  ;  and  t 
cannot  but  think  that  expenditure  of  this  snrt  is  a  most  desirable  subjcci 
of  taxation.  If  taxation  discourages  it,  some  good  is  done,  and  if  not,  no 
harm. ;  for  in  so  far  as  taxes  are  levied  on  things  which  arc  desired  arid 
possessed  from  motives  of  this  description,  nobody  is  the  worse  for  thein. 
when  a  thing  is  bought  not  for  its  use  but  for  its  costliness,  cheapness  il 
no  recommendation.  As  Sisni.")ndi  remarks,  the  consequence  of  cheapen- 
ing articles  of  vanity,  is  not  that  less  is  expended  on  suLh  things,  but  t)ta( 
the  buyers  substitute  for  the  cheapened  article  some  oiher  whicli  is  more 
costly^  or  a  more  elaborate  quality  of  the  same  thing  ;  and  as  the  inferior 
quality  answered  the  purpose  of  vanity  equally  well  when  it  was  equally 
expensive,  n  tax  on  the  article  would  really  be  paid  by  nobody  :  it  would 
be  a  creation  of  public  revenue  by  which  nobody  would  lo&(s.| 

*  Some  argue  that  the  mntcrisU  and  iiistTtiniciils  of  all  protluction  should  be  eic* 
empt  from  t&xation  ;  hut  these,  when  they  do  not  enter  into  the  proditciioa  of 
nece&sarieS)  sesni  as  proper  subjccls  of  taxatLcn  as  the  fiiii.^heJ  nrticle.  I:  ii 
cbicdy  witti  reference  to  foreign  trade,  that  such  taxes  have  been  considered  !>• 
jurious.  InlemationEilly  spcsking,  Ihcy  may  be  looked  upon  as  export  dulic 
unlL-ss  in  dses  in  which  ;iii  rxjxirl  duty  is  ndviuible,  th«y  shoulJ  lie  accom 
Vith  an  equivalent  drawback  on  exportation.  But  there  ia  no  sufncient  _, 
ag.unttt  taxio^  the  materials  and  in&triimcnts  used  in  the  production  of  anyi 
wliich  is  ii^clf  a  lit  i>li]ecl  uf  laxatJun, 

+  'Were  we  to  luppose  thftt  diamonds  could  only  be  procured  from  one  pUr 
IkuW  and  dikt^nt  couuUf,  And  peails  frou  another,  nnd  were  the  produce  of  ibl 
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§  3,  In  order  to  reduce  as  much  as  possible  the  incotiveniencesj  and 
increase  the  advantages,  incident  to  taxes  on  commodities,  the  following 
arc  the  practical  rules  which  sugge&t  themselves,  jst  To  raise  as  large 
a  revenue  as  conveniently  uiay  be,  from  iho&e  chsses  of  luxuries  which 
have  most  connexion  with  vanity,  and  least  with  positive  enjoyment; 
5uch  as  the  more  costly  qualities  of  alL  kinds  of  personal  er[uipnieiil  and 
ornament.  2nd!y.  Whenever  possible,  to  demand  the  tax,  not  from  the 
producer,  but  directly  from  the  consumer,  since  when  levied  on  tlie 
producer  it  raises  the  price  always  by  more,  and  often  by  much  more, 
than  the  mere  amount  of  the  tax-  Most  of  the  minor  assessed  taxes  in 
this  country  are  recommended  by  both  these  considerations.  But  with 
regard  to  horses  and  carriages,  as  theie  are  many  (lersons  to  whom,  from 
health  or  constitution,  these  are  not  so  much  luxuries  as  necessaries,  the 
tax  paid  by  those  who  have  but  one  riding  horse,  or  but  one  carriat'e, 
especially  of  the  cheaper  descriptions,  should 'be  low;  while  taxation 
should  rise  very  rapidly  with  the  luuiibcr  of  horses  and  carriages,  and 
with  their  costliness.  3rdly.  But  as  the  only  indirect  taxes  which  yield  a 
large  revenue  are  those  which  fall  on  articles  of  universal  or  very  general 
consumption,  and  as  it  is  therefore  necessary  to  have  some  taxes  on  real 
luxuries,  that  is,  on  things  which  afford  pleasure  in  themselves,  and  are 
valued  on  that  account  rather  than  for  their  cost ;  these  taxes  should,  if 
possible,  be  so  adjusted  as  to  fail  with  the  same  proportional  weight  on 
small,  on  moderate,  and  on  large  incomes.  This  is  not  an  easy  matter ; 
since  the  things  which  ai-e  the  subjects  of  the  more  productive  (axes,  ar^ 
in  proportion  more  largely  consumed  by  the  poorer  members  of  the  com- 
munity than  by  the  neb.  Tea,  coffee,  sugar,  tobacco,  fermented  drinks, 
can  hardly  be  so  taxed  tliat  the  poor  shall  not  bear  more  than  their  due 

nuines  in  Ihc  former,  antl  of  the  fishery  in  the  laUer,  from  the  operation  of  natural 
causes,  to  become  doubly  difficult  to  procure,  the  effect  would  merely  be  that  in 
lime  half  the  qumntilyof  diamonds  anci  peails  would  he  SuOicicJlt  In  m^rk  n  ccrlnln 
opulence  and  rank,  that  it  had  before  been  necessary  to  employ  for  that  purpose. 
The  5ame  quantity  o(  gold,  or  some  commodity  reducible  at  last  to  labour,  would 
be  refjuirei  to  produce  the  now  reduced  airouot,  ns  the  formee  larger  amount. 
Were  the  difflcolty  interposed  by  the  regulations  of  legislators  ....  it  could 
mnke  no  ditTerence  to  the  fitness  of  these  articles  to  ser«e  the  pnrposes  of  \'anily.' 
tjuppose  that  means  were  discovered  whereby  the  physiological  process  which 
generates  the  pearl  might  be  induced  ad  libitum^  the  result  being  that  the  amount 
of  labour  expended  in  prncntiiig  eacli  peatl  came  to  be  only  the  five-huniliecllh 
part  of  what  it  was  before.  '  The  ultiraalc  effect  of  such  a  cha,nge  would  dq>eiid 
on  wbether  the  fishery  were  free  or  not.  Were  it  free  to  all,  as  pearls  could  be 
got  siinply  for  the  labour  of  (lE^hing  for  them,  a  slriag  of  them  might  be  had  for  s 
few  pence.  The  very  poorest  class  of  society  could  therefore  afford  lo  decorate 
Ihcir  petsrsis  with  them.  They  would  thus  soon  become  citrcinely  vulgar  and 
vinfashionsblc,  and  so  at  last  valueless.  If,  however,  we  suppose  that  instead  of 
the  fishery  being  free,  the  legislator  owns  and  bos  complete  command  of  the  place, 
where  alone  peails  are  to  be  procured  ;  as  ihe  progress  of  discovery  advanccil,  he 
might  impose  a  duly  on  Ihera  ec|ual  lo  the  dimintition  of  labour  necessary  to  procure 
them.  Ihey  would  then  be  as  much  esteemed  as  they  were  before,  what  simiilc 
heauly  they  have  wuuM  rctnnin  ituchaugcd.  The  diSiinilty  to  be  sunnoimled  ia 
order  to  obtain  them  would  be  difkrtiil,  but  equally  great,  and  they  would  there- 
fute  equally  setvc  to  mark  the  opuleiice  of  those  who  poj»feued  them.'  The  net 
revenue  obtained  hy  such  a  tax  'would  not  cost  the  society  anything.  If  not 
abused  in  its  application,  it  would  be  a  cleai  addition  of  so  much  to  the  rcsourcci 
Vf  the  c(?nimiiaity.'— Rae,  Nriv  Primi^cj  <;/ F^lUuiU Ecommy,  pp.  369  7'. 
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sliare  of  the  burthen,  Something  might  be  done  by  tnakin^  the  duty  on 
the  superior  qualities,  which  are  used  by  the  richer  consumers,  much 
higher  in  proponion  to  ihe  v-ilue,  (inMcad  of  much  lower,  as  is  almost 
universally  the  practice  under  the  present  English  system) ;  hut  in  some 
cases  the  diSicuIty  of  at  all  adjusting  the  duty  to  the  value,  so  as  lo 
prevent  evasion,  is  said,  with  what  trutli  I  know  not,  to  be  insuperable; 
so  that  it  is  thought  necessary  to  levy  the  same  fixed  duty  on  all  the 
qualities  alike :  a  flagrant  injustice  to  the  poorer  class  of  contributors, 
unless  compensated  by  the  existence  of  other  taxes  from  which,  as  from 
the  present  income-tax,  they  arc  altogether  exempt.  4ihly.  As  far  as  is 
consistent  with,the  preceding  rules,  taxation  should  rather  be  concentrated 
on  a  few  articles  than  diinised  over  many,  in  order  t!mt  the  expenses  oi 
collection  may  be  smaller,  and  that  as  few  employments  as  possible  may 
be  burthedsomely  and  vexatiously  interfered  with.  5thly.  Among  luxuries 
of  general  consumption,  taxation  should  by  preference  atLich  itself  to 
stimulants,  because  these,  although  in  themselves  as  legitimate  arid 
as  beneficial,  indulgences  as  any  others,  arc  more  liable  than  most  others 
to  be  used  in  excess,  so  that  the  check  to  consumption,  naturally  arising 
from  taxation,  is  on  the  whole  better  applied  to  them  than  to  other  things. 
6ihly.  As  far  as  other  considerations  permit,  taxation  should  be  confined 
to  imported  articles,  since  these  can  be  taxed  with  a  less  degree  of 
vexatious  interference,  and  with  fewer  incidental  bad  ctTects,  than  when 
a  tax  is  levied  on  the  field  or  on  the  workshop.  Custom  duties  are,  ctr/eris 
parihts^  much  less  objectionable  than  excise  :  but  they  must  be  laid  only 
on  things  which  either  cannot,  or  at  least  will  not,  be  produced  in  the 
country  itself;  or  else  their  production  there  must  be  prohibited  (as  in 
England  is  the  case  with  tobacco),  or  subjected  to  an  excise  duty  of 
equivalent  amount.  7th!y.  No  tax  ought  to  be  kept  so  high  as  to  furnish 
a  motive  to  its  e\-asion,  too  strong  to  be  counteracted  by  ordinary  means 
of  prevention  :  and  especially  no  commodity  should  be  taxed  so  highly  as 
to  raise  up  a  class  of  lawless  characters,  smugglers,  illicit  distillers,  and 
the  like. 

Among  the  excise  and  custom  duties  now  existing  in  this  country,  some 
mustf  on  the  principles  we  have  laid  down,  he  altogether  condemned. 
Among  these  arc  all  duties  on  ordinary  articles  of  food,  whether  for  human 
beings  or  for  cattle ;  those  on  bricks  and  timber,  the  former  as  bein^ 
vexatious,  and  both  as  falling  on  the  materials  of  lodging,  which  is  one  of 
ihe  necessaries  of  life  ;  all  duties  on  the  metals,  and  on  implements  made 
of  them  ;  the  tax  on  soap,  which  is  a  necessary  of  cleanliness,  and  on 
tallow,  the  material  both  of  that  and  of  other  necessaries ;  the  tax  oa 
paper,  an  indispensable  instrument  of  almost  alt  business  and  of  most 
Kinds  of  instruction  :  but  ornamental  jpapcr,  for  hangings,  and  similar 
purposes,  jnighl  continue  to  be  taxed.    The  duties  which  yield  the  greatest 

Enrt  of  the  customs  and  excise  revenue,  those  on  sugar,  cofiee,  tea,  wine. 
ecr,  spirits,  and  tobacco,  are  in  themselves,  where  a  large  amount  oi 
revenue  is  necessary,  extremely  proper  taxes  ;  but  at  present  grossly 
unjust)  from  the  disproportionate  weight  with  which  they  press  on  the 

Soorer  classes  ;  and  some  of  them  (those  on  spirits  and  tobacco)  are  so 
igh  as  to  cause  an  enormous  amount  of  smuggling.    It  is  probable  that 
most  of  these  taxes  would  bear  a  great  reduction  without  any  material  loss 
of  revenue.     In  what  manner  the  finer  articles  of  manufacture,  consumed 
•'  the  rich,  might  most  advantageously  be  taxed,  I  must  leave  to  be 
;iUcd  by  thos€  who  lui\'C  the  requisite  practical  ktiowledge.    Th* 
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difficulty  «-ould  he,  to  cftcct  it  without  an  inndmissiblc  depree  of  inter- 
ference with  production.  In  countries  which,  like  the  United  iStatcs, 
import  the  pniicmfil  part  of  the  finer  mainifactiires  which  they  consjme, 
there  is  little  difficulty  in  the  matter  :  and  even  uhere  nothing  is  ini- 
poited  bnt  the  raw  material,  ih.it  may  be  tixed,  especially  the  qualities  of 
It  which  are  exclusively  employed  for  the  fabrics  used  by  the  richer  class 
of  consumers.  Thus,  in  England  a  high  custom  duty  on  raw  silk  would 
be  consistent  with  principle  ;  and  it  might  perhaps  be  practicable  lo  tax 
the  find  qualities  of  cotton  or  linen  yam,  whether  spun  ill  the  COuntiy 
itself  or  imported. 


CHAPTER  VII. 

OF  A  NAIIONAL  DEIIT. 

§  I.  The  question   must  now  be   considered,  how  far  it  is   right  or 

expedient  to  raise  money  for  the  purposes  of  government,  not  by  laying 

on  taxes  lo  the  amount  required,  but  by  taking  a  portion  of  the  capital  of 

I  the  country  in  the  form  of  a  loan,  and  ch.irging  the  public  revenue  with 

[only  the  interest.    Nothing  needs  be  said  .ibout  providing;  for  temporary 

[wants  by  taking  up  money,  for  instance  by  an  issue  of  exchequer  bills, 

idestined  to  be  paid  off,  at  furthest  in  a  year  or  two,  from  the  proceeds  of 

*ie  existing  taxes.     This  is  a  convenient  expedient,  and  when  the  govern- 

lent  does  not  possess  a  ti-easurc  or  hoard,  is  often  a  necessary  one,  on 

Tthe  occurrence  of  extraordinary  expenses,  or  of  a  temporary  failure  in  the 

ordinary  sources  of  revenue.     What  we  have  to  discuss  is  the  projiriety  of 

[contracting  a  national    debt  of  a  permanent  chamcter ;  defraying;   the 

expenses  of  a  war,  or  of  any  season  of  difllcLilty,  by  loans,  to  be  redeemed 

either  very  gradually  and  at  n  distant  period,  or  not  at  all. 

This  question  has  been  already  touched  upon  in  the  First  Book.*     Wc 

there  remarked,  that  if  the  capital  taken  in  loans  is  abstracted  from  funds 

thither  engaged  in  production,  or  destined  to  be  employed  in  it,  their 

["diversion  from  that  purpose  is  equivalent  to  taking  the  amount  from  the 

Wages  of  the  labouring  classes.     Borrowing,  in  this  case,  is  not  a  substitute 

Rfor  raising  the  supplies  within  the  year.     A  government  which  barrows 

i^does  actually  take  the  amount  within  the  year,  and  that  too  by  a  tax 

texclusively  on  the  labouring  classes ;    than  which  it  could  have  done 

^nothing  \v-or3B,  if  it  had  supplied  its  wants  by  avowed  taxation ;  and  in 

.that  case   the  transaction,  and    its   evils,  wuuld   have   ended    with   the 

emergency  ;  while  by  the  circuitous  mode  adopted,  the  value  exacted  from 

the  labourers  is  gained,  not  by  ihe  state,  but  by  the  employers  of  labour, 

the  state  remaining  charged  with  ihc  debt  besides,  and  with  its  interest 

in  perpetuity.    The  system  of  public  loanst  in  such  circumstances,  may 

be  pronounced  the  very  worst  which,  in  the  present  slate  of  civiUKation,  is 

Still  included  in  the  catalogue  of  financial  expedients. 

We  however  remarked  that  there  are  other  circumstances  in  which 

loans  arc  not  chargeable  with  these  pernicious  consequences  :  namely, 

first,  when  what  is  borrowed  is  foreign  capital,  the  overflowirgs  of  the 

Igcneral  accumulation  of  the  world  ;  or,  secondly,  when  it  is  capital  which 

■  ■'  "  not  have  been  saved  at  all  unless  this  mode  of  investment 


•  Supra,  pp.  63-5. 
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had  been  open  to  il,  or,  after  being  saved,  would  have  been  wasted  in  uft- 
productive  cnlerprises,  or  sent  to  seek  employment  in  foreign  countries. 
When  the  progress  of  accumulation  has  reduced  profiis  either  to  the 
ultimate  or  to  the  practical  minimum— to  the  rate,  less  than  which  would 
either  put  a  slop  to  the  increase  of  capital,  or  send  ilic  whole  of  the  new 
accumulations  abroad ;  government  may  annually  intercept  those  new 
accumulations,  wiliiout  trenching  on  the  employment  or  wages  of  the 
labouring  classes  in  the  country  itself,  or  perhaps  in  any  otlicr  country. 
To  this  extent,  therefore,  the  loan  system  may  be  carried,  without  being 
liable  to  the  utter  and  peremptory*  condemnation  which  is  due  to  it  when 
it  overpasses  this  limit.  What  is  wanted  is  an  index  to  determine 
wliether,  in  any  given  series  of  years,  a&  during  the  last  war  for  example, 
the  limit  has  been  exceeded  or  not. 

Such  an  index  exists^  at  once  a  certain  and  an  obvious  one.     Did  the 
governraeot,  by  its  loan  operations,  augment  the  rate  of  interest  ?     If  it 
only  opened  a  channel  for  capital  which  would  not  otherwise  have  been 
accumulated,  or  which,  if  accumulated,  would  not  have  been  employed 
within  the  country  ;  this  implies  that  the  capital,  which  the  government 
took  and  expended,  cuuld  not  have  found  employment  at  the  existing  rate 
of  interest.     So  long  as  the  loans  do  no  more  than  absorb  this  surplus, 
they  prevent  any  tendency  to  a  fall  of  the  rate  of  interest,  but  they  cannot 
occasion  any  rise.    When  they  do  raise  the  rate  of  interest,  as  they  did  in 
a  most  extraordinary  degree  during  the  late  war,  this  is  positive  proof  that 
the  government  is  a  competitor  for  capital  with  the  ortfinary  channels  of 
productive  investment,  and  is  carrying  off,  not  merely  funds  which  would 
not,  but  funds  ivhich  would,  have  found  productive  employment  within  lb* 
country.     To  the  full  extent,  therefore,  to  which  (he  loans  of  govcmmcot, 
during  the  last  war,  caused  the  rate  of  inteiest  to  exceed  what  it  «'as 
before,  and  what  it  has  been  since,  those  loans  cannot  be  relieved  from 
the  severest  condemnation.    If  it  be  objected  that  interest  only  rose  because 
profits  rose,  1  reply  that  this  does  not  weaken,  but  strengdiens,  the  argu- 
ment.    If  the  government  loans  produced  the  rise  of  profits  by  the  great 
anioimt  of  capital  which  they  absorbed,  by  what  means  tan  they  have  had 
thisclTGCt,  unless  by  lowering  the  wagesof  labour?    It  will  perhaps  bc«id, 
that  what  kept  profits  high  during  the  war  was  not  the  dmfis  made  *m  Ibe 
national  capital  by  the  loans,  but  the  rapid  progress  of  mdustrial  impro%-c- 
ments.    This,  in  a  great  measure,  was  the  fact ;  and  it  nodoubt  alleviated 
the  hardship  to  the  labouring  classes,  and  made  the  Auancial  system 
which  was  pursued  less  actively  mischievous,  but  not  at  all  less  InUcfcQ- 
sible.     These  very  iniprovenients  in  industry,   made  room  for   a  larger 
amount  of  capital  ;  and  the  government,  by  draining  away  a  great  pan  trf 
the    annual    accumulations,  did  not    indeed  prevent  that  capital    from 
existing  ultimately,  (for  it  started  into  existence  with  great  rapidity  after 
the  peace,)  but  prevented  it  from  existing  at  the  time,  aud  subtracted  just 
so  much,  while   the  war  lasted,   from   distribution    among    productive 
labourers.     If  the  government  had  abstained  from  taking  this  capital  by 
loan,  and  had  allowed  it  to  reach  the  labourers,  but  had  raised  the 
supplies  which  it  required  by  a  direct  tax  on  the  labouring  clas.'^cs,  it 
would  have  produced  the  very  same  economical  effects,  in  every  respect, 
which  it  did  produce,  except  that  we  should  not  now  have  liad  tlic  debt. 
The  course  it  actually  took  was  therefore  worse,  by  the  whole  of  that 
^rcat  fact,  than  the  very  worst  mode  which  it  could  possibly  have  adopted 
n(  raising  the  supplies  within  the  year. 


NATIONAL  DEBT. 

When  government  loans  are  limited  to  the  overflowings  of  the  national 
capital,  or  to  those  accumulations  which  would  not  take  place  at  all  unless 
suffered  to  overflow,  they  are  at  least  not  liable  to  this  grave  condemnation  : 
they  occasion  no  privation  to  any  one  at  the  time,  except  by  the  paj-raent 
of  the  interest,  and  may  even  be  beneficial  to  the  labouring  class  dining  the 
term  of  their  expenditure,  by  en^ployingin  the  direct  purchase  of  labour,  as 
that  of  soldiers,  sailors,  etc,  funds  which  might  oihei'wise  have  quitted  the 
country  altogether.  In  this  case  therefore  the  question  really  iSf  what  it 
is  commonly  supposed  to  be  in  all  cases,  namely,  a  choice  between  a  great 
sacrifice  at  once,  and  a  small  one  indefinitely  prolonged.  On  this  matter 
it  seems  rational  to  think,  that  the  prudence  of  a  nation  will  dictale  the 
same  conduct  as  the  prudence  of  an  individual  ;  to  subinit  to  as  much  of 
the  piivation  immediately,  as  can  easily  be  borne,  and  only  when'any 
furUier  burthen  would  distress  or  cripple  them  too  much,  to  provide  for  the 
remainder  by  mortgaging  their  future  income.  It  is  an  excellent  masim  to 
make  present  resources  suffice  for  present  wants  ;  the  future  will  have  its 
own  wants  to  provide  for.  On  the  other  hand,  it  may  reasonably  be  talicn 
into  consideration  that  in  an  impi'oving'  country  the  necessary  expenses  of 
government  do  not  increase  in  the  same  ratio  as  capital  or  population  ; 
any  burthen,  therefore,  is  always  less  and  leas  felt  ;  and  since  those  extra- 
ordinary expenses  of  government  which  are  fit  to  be  incurred  at  all,  are 
mostly  beneficial  beyond  the  existing  generation,  there  is  no  injustice  in 
making  posterity  pay  a  part  of  tlie  jirice,  if  the  inconvenience  would  be 
extreme  of  defraymg  the  whole  of  it  by  the  exertions  and  sacrifices  of  the 
generation  which  first  incurred  it. 

§  2.  When  a  countiy,  wisely  or  unwisely,  has  burthened  itself  with  a 
debt,  is  it  expedient  to  take  steps  for  redeeming  that  debt  ?  In  principle 
it  is  impossible  not  to  maintain  the  affirmative.  It  is  true  that  the  pay- 
ment of  the  interest,  when  the  creditors  are  members  of  the  same  com- 
munity, is  no  national  loss,  but  a  mere  transfer.  The  transfer,  however, 
being  compulsory,  is  a  serious  evil,  and  the  raising  a  great  extra  revenue 
by  any  system  of  taxation  necessitates  so  much  expense,  vexation,  disturb- 
ance of  the  channels  of  industry,  and  other  mischiefs  over  and  above  the 
mere  payment  of  the  money  ivanted  by  the  government,  that  to  get  rid  of 
the  necessity  of  such  taxation  is  at  all  times  worth  a  considerable  cffort. 
The  same  amount  of  sacrifice  which  \vould  have  been  worth  incurring  to 
avoid  contracting  the  debt,  it  is  worth  while  to  incur,  at  any  subsequent 
time,  for  the  purpose  of  extinguishing  it. 

Two  modes  have  been  conteniphited  of  paying  ofT  a  national  debt : 
either  at  once  by  a  general  contribution,  or  gradually  by  a  surplus 
revenue.  The  first  would  be  incomparably  the  best,  if  it  were  practicable  : 
and  practicable  it  would  be,  if  it  could  justly  be  done  by  an  assessment  on 
property  alone.  If  property  bore  the  whole  interest  of  the  debt,  property 
might,  mth  great  advantage  to  itself,  pay  it  off;  since  this  would  be 
merely  surrendering  to  a  creditor  the  principal  sum,  the  whole  annual 
proceeds  of  which  were  already  his  by  law  ;  or  would  be  equivalent  to 
what  a  landowner  does  when  he  sells  part  of  his  estate,  to  free  the 
iretnainder  from  a  mortgage.  But  property,  it  needs  hardly  be  said,  does 
not  pay,  and  cannot  justly  be  required  to  pay,  the  whole  interest  of  the 
debt-  Some  indeed  afHrm  that  it  can,  on  the  specious  plea  that  the  exist- 
ing generation  is  only  bound  lo  pay  the  debts  of  its  predecessors  from  the 
assets  it  has  received  from  them,  and  not  from  the  produce  of  its  on-n 
industry,    Unt  has  no  one  received  anything  from  previovi^  ^.wcetrftSJtfSMk 
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except  those  who  have  succeeded  to  property  ?  Is  the  whole  dilTeraoce 
between  the  earth  as  it  is,  with  its  clearings  and  improvements,  its  roads 
and  canals,  its  towns  and  manufactories,  and  the  earth  as  it  was  when  the 
first  human  l'»eing  set  foot  on  it,  of  no  benefit  to  any  but  those  who  are 
called  the  owners  of  the  soil?  Is  the  capital  accumulated  by  the  labour 
and  abstinence  of  all  former  generations  of  no  advantage  to  any  but  those 
■who  have  succeeded  to  the  legal  ownership  of  part  of  it  ?  And  have  we 
not  inherited  a  mass  of  acquired  knowledge,  both  scientific  and  empirical, 
due  to  the  sagacity  and  industry  of  those  who  preceded  us,  the  benefits  of 
which  are  the  common  wealth  of  all  ?  Those  who  arc  bom  to  the  owner- 
ship of  properly  have,  in  addition  to  these  common  benefits,  a  separate 
inheritance,  and  to  this  difference  it  is  right  that  advertence  should  be  had 
in  regulating  taxation.  We  are  at  liberty  to  assume  tliat  the  general 
financial  systen:i  of  the  country  takes  due  account  of  this  principle,  and  I 
have  indicated,  as  in  my  opinion  a  proper  mode  of  taking  account  of  it,  a 
considerable  tax  on  legacies  and  inheritances.  Let  it  be  determined 
directly  and  openly  what  is  due  from  property  to  the  state,  and  from  the 
state  to  property,  and  let  the  institutions  of  the  state  be  regulated  accord- 
ingly ;  but  let  no  principles,  admitted  in  theorj-,  be  wounded  mortally  by 
a  back-bonded  blow.  Whatever  is  the  fitting  contribution  from  properly 
to  llie  general  exjjenses  of  the  state,  in  the  same,  and  in  no  greater  pro- 
portion should  it  contribute  towards  either  the  interest  or  the  repaymenc 
uf  the  national  debt. 

This,  however,  if  admJtlcd,  is  fatal  to  any  scheme  for  the  extinction  of 
the  deljl  by  a  general  assessment  on  the  community.  Persons  of  property 
could  pay  their  share  of  the  amount  by  a  sncnfice  of  property,  and  have 
the  same  net  income  as  before  ;  but  if  those  who  have  no  accumulations, 
but  only  incomes,  were  required  to  make  up  by  a  single  payment  the 
equivalent  of  the  -innual  charge  laid  on  them  oy  the  taxes  maintained  to 
pay  the  interest  of  the  debt,  they  could  only  do  so  by  inairring  a  private 
debt  equal  to  their  share  of  the  public  debt ;  while,  from  the  insufficiency, 
in  most  cases,  of  the  security  whicli  they  could  give,  the  interest  would 
amount  to  a  mufh  larger  annual  sum  than  their  sliare  of  diat  mtw  paid  by 
the  state.  Ilesides,  a  collective  debt  defrayed  by  taxes,  has  over  the  same 
debt  parcelled  out  among  individuals,  the  immense  advantage,  that  it  is 
virtually  a  inutiial  insurance  among  the  contributors.  If  the  fortune  of  a 
contributor  dimini-slies,  his  taxes  diminish  ;  if  he  is  ruined,  ihcy  cease 
altogether,  and  hi^  portion  of  the  debt  is  wholly  transferred  to  the  solvent 
members  of  the  community.  If  it  were  laid  on  him  as  a  private  obligation, 
he  would  still  be  liable  to  it  even  when  penniless. 

When  the  state  possesses  property,  in  land  or  othei-wisc,  which  there 
are  not  strong  rcasoi:s  of  public  utility  for  its  retaining  at  its  disposal, 
this  should  be  employed,  as  far  as  it  will  go,  in  extinguishing  debt.  Any 
casual  gain,  or  godsend,  is  naturrJIy  devoted  to  the  same  purpose, 
beyond  this,  the  only  mode  which  is  both  just  and  feasible,  of  extinguish- 
ing or  reducing  a  national  debt,  is  hy  means  of  a  surplus  revenue. 

§  3.  The  desirableness,  /ifr  se,  of  inainiaining  a  surplus  for  this  purpose, 
does  not,  I  think,  admit  of  a  doubt.  Wc  sometimes,  indeed,  hear  it  said 
that  the  amount  should  rather  be  left  to  '  fructify  iu  the  jjockcts  of  the 
people.'  This  is  a  good  argument,  as  far  as  it  goes,  ag;iiiist  levying  taxes 
unnecessarily  for  purposes  of  unproductii-c  expenditure,  hut  not  against 
Da;^ing  off  a  -niilionat  debt.  For,  what  is  ine;mt  by  the  word  fructify? 
'/{ uieans  anything,  it  weans  ycaductivc  employment ;  and  as  an  at^- 
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merit  ngainst  inxation,  ne  must  understand  it  to  asswt,  that  if  the  amount 
were  left  with  the  people  they  would  save  it,  and  coiuert  it  into  capital. 
ll  is  probable,  indeed,  ihat  they  would  save  .1  part,  but  exUemely  im- 
pmbable  that  they  would  save  the  whole :  while,  if  lakcn  by  laxatiifin, 
and  pni[)li»yorI  in  paying'  off  debt,  the  M'liole  is  saved,  and  made  pro- 
(lucnve.  To  the  fundholder  nho  receives  the  p.-iyincnt  it  is  .ilrcady 
capital,  not  revenue,  and  he  will  make  it  'frut:iify,'  that  it  may  continue 
to  afford  him  .in  income.  The  objection,  therefore,  is  not  only  groundless, 
but  the  real  argument  is  on  the  other  side :  the  amount  is  much  more 
certain  of  fructifying  if  it  is  wj»/  'left  in  the  pockets  of  the  people,' 

It  is  not,  however,  advisable  in  all  cases  to  maintain  a  sui-plus  revenue 
for  the  extinction  of  debt.  The  advantag'c  of  paying  off  the  national 
debt  of  Great  Britain,  for  instance,  is  that  it  would  enable  us  to  get  rid 
of  [he  worse  half  of  our  present  taxation.  Btil  of  this  worse  half  some 
portiojis  must  be  worse  than  others,  and  to  get  rid  of  those  would  be  a 
j;reaiei-  benefit  proportionally  than  to  get  rid  nf  the  rest.  If  renouncing 
a  surplus  revenue  would  enable  us  to  dispense  with  a  tax,  we  ought  to 
consider  the  very  worst  of  all  otir  taxes  as  precisely  the  one  which  we  are 
keeping  up  for  the  sake  of  ultimately  abolishing  taxes  not  so  bad  as  itself. 
In  a  country  advancing  in  wealth,  whose  increasing  revenue  gives  it  the 
power  of  ridding  itself  from  lime  to  time  of  the  most  inconvenient 
portions  of  its  taxation,  I  conceive  that  the  increase  of  revenue  should 
rather  be  disposed  of  by  taking  •off  taxes,  than  by  liquidating  del>t,  as 
long  as  any  very  objectionable  imposts  remain.  In  the  present  state  of 
England,  therefore,  1  hold  it  to  be  good  policy  in  the  government,  when 
it  has  a  surplus  of  an  apparently  pennanent  character,  to  take  off  taxes, 
provided  these  are  rightly  selecled.  Even  \»'hen  no  taxes  remain  but  such 
as  are  not  unfit  to  form  part  of  a  pennanent  system,  it  is  whc  to  continue 
the  same  policy  by  experimental  reductions  of  those  taxes,  inilil  the  point 
is  discovered  at  which  a  g:iven  amount  of  revenue  can  be  raised  willi,  the 
smallest  pressure  on  the  contributors.  After  this,  such  surplus  revenue 
as  might  arise  from  any  further  increase  of  the  produce  of  the  taxes, 
should  not,  I  conceive,  be  remitted,  but  applied  to  the  redemption  of 
debt.  Eventually,  it  mi^lit  be  expedient  to  appropriate  the  entire  produce 
of  particular  taxes  to  this  purpose  ;  since  there  would  be  more  assurance 
that  the  liquidation  would  be  persisted  in,  if  (he  fund  destined  to  it  were 
kept  apart,  and  not  blended  with  the  general  revenues  of  the  state.  The 
taxes  on  legacies  and  inheritances  would  be  peculiarly  suited  to  such  a 
purpose,  since  taxes  paid  as  they  are,  out  of  capital,  would  be  better 
employed  in  reimbursing  capital  than  in  defraying  current  eKpenditure. 
If  this  separate  appropriation  were  made,  any  surjjius  afterwards  arising 
froni  the  increasing  produce  of  the  other  taxcs^  and  from  the  saving  of 
interest  on  (he  successive  portions  of  debt  paid  oif,  might  form  a  ground 
for  a  remission  of  taxation. 

It  has  been  contended  that  some  amount  of  national  debt  is  desirable, 
and  almost  indispensable,  as  an  investment  for  the  savings  of  the  poorer 
or  more  inexperienced  part  of  the  community.  Its  convenience  in  that 
respect  is  undeniable  ;  but  (besides  that  the  progress  of  industry  is  gradu- 
ally atTordin^  other  modes  of  investment  almost  as  safe  and  unlrouble- 
some,  such  as  the  shares  or  obligations  of  great  public  companies)  the 
only  real  superiority  of  an  investment  in  the  funds  consists  in  the  national 
guarantee,  and  this  could  be  afforded  by  other  means  than  that  of  a 
public  debtj  involving  compulsory  taxation.    One  mode  which   would 
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ansiivcr  the  purpose,  would  be  a  national  bank  of  deposit  and 
wllii  ramifications  ihroughout  llie  country;  nhich  mi^ht  receive  any 
inone)^  confided  \o  it,  and  eiiher  fund  it  at  a  fixed  rate  of  interest,  oc 
fillow  interest  on  a  floating  balance,  like  the  joint-stock  banks  ;  the  interest 
ptven  beinjj  of  course  lower  tban  the  rate  at  which  individuals  can  borrow, 
in  proportion  to  the  greater  securiry  of  a  g-ovcmment  investment ;  and 
the  expenses  of  the  esiabJishmcnt  being  defrayed  by  the  diiTerence 
between  the  interest  which  tlie  bank  would  pay,  and  that  which  it  would 
obtain,  by  lending  its  deposits  on  mercantile,  landed,  or  other  security. 
There  are  no  insuperable  objections  in  principle,  and'I  should  think  none 
jn  practice,  to  an  institution  of  this  sort,  as  a  means  of  supplying  the  same 
convenient  mode  of  investment  now  alTbrdcd  by  the  public  funds.  It  would 
constitute  the  state  a  great  insurance  comfKiny,  to  insure  that  part  of  the 
community  who  live  on  the  interest  of  their  property,  against  the  risk  ot 
losing  it  by  the  bankruptcy  of  those  to  whom  they  might  otherwise  bo 
under  the  aeccssliy  of  confiding  it. 


CHAPTER  Via. 


OF  THE  ORDINARY  FUNCTIONS  OF  OOVF.RNMF.NT,  CONSIDERED  AS  TO 

THEIR  ECONOMICAL  liFFIvCTS. 

§  I.  UefoRK  we  discuss  the  line  of  demarcation  between  the  things 
with  which  governments  should,  and  those  wilh  v^'hich  they  !>l)uuld  noti 
directly  interfere,  it  is  necessary  to  consider  the  economical  efteco,  whether 
of  a  bad  or  of  a  good  complexion,  arising  from  the  manner  in  which  tliey 
accjuit  themselves  of  the  duties  which  devolve  on  them  in  all  societies,  and 
which  no  one  denies  to  be  incumbent  on  them. 

The  first  of  these  is  the  protection  of  person  and  property.  There  ts 
no  need  to  expatiate  on  the  influence  exercised  over  the  economical 
interests  of  society  by  the  degree  of  completeness  with  which  this  duty  of 
government  is  performed.  Insecurity  of  uerson  and  properly,  is  as  much 
as  tu  say,  uncertainty  of  the  connexion  between  all  human  exertion  or 
sacrifice,  and  the  attainment  of  the  ends  for  the  sake  of  which  they  are 
tmderyone.  It  means,  uncertainly  whether  they  who  sow  shall  reap, 
whether  they  who  produce  shall  consume,  and  they  who  spare  today  shall 
enjoy  to-morrow.  It  means,  not  only  that  labour  and  frugality  are  not 
the  road  to  acquisition,  but  thai  violence  is.  When  person  and  property 
are  to  a  certain  degree  insecure,  all  the  possessions  of  the  weak  arc  at  the 
mercy  of  the  strong.  No  one  can  keep  what  he  has  produced,  unless  he 
is  more  capable  of  defending  it,  than  others  who  give  no  part  of  their  time 
and  eKCrtions  to  useful  industry  are  of  takin;^it  from  him.  The  productive 
classes,  therefore,  when  the  insecurity  surpasses  a  certain  point,  being 
unequal  to  their  own  proiection  against  the  predatory  population,  are 
obliged  to  ijlauc  tlicmseues  individually  in  a  state  of  dependence  on  some 
member  of  the  predatory  class,  that  it  may  be  his  inieiest  to  shield  them 
from  all  depredaliou  except  his  own.  In  this  m.inner,  in  the  middle  ages, 
allodia!  property  generally  became  feudal,  and  numbers  of  the  poorer 
freemen  voluntarily  made  themselves  and  their  posterity  serfs  of^some 
military  lord. 
I^everthclcsa,  in  attaching  to  this  fcteat  re^juisitCj  aectjrity  of  person  ant] 
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property,  the  importance  which  is  justly  due  to  it,  we  must  not  forget  lliat 
even  forecDtiomical  purposes  (here  are  other  things  quite  as  indispensable, 
the  presence  of  which  will  often  make  up  for  a  veT7  considerable  degree 
of  imperfection  in  the  protective  arrangements  of  government.    As  was 
observed  in  a  previous  chapter,*  the  free  cities  of  Italy,  FJanders,  and  the 
Hanseatit  leaj^ue,  were  haoitiially  in  a  state  of  such  internal  turbulence, 
varied  by  such  deEirnctlve  external  wars,  that  person  and  property  enjoyed 
very  imperfect  protection  ;  yet  during  several  centuries  they  increased 
rapidly  m  wealth  and  prosperity,  brought  many  of  the  industrial  arts  to  a 
high  degree  of  advancement,  carried  on  distant  and  dangerous  voyages 
of  exploration  and  commerce  with  extraordinary  success,  became  an  over- 
mjitch  in  power  for  the  greatest  feudal  lords,  and  could  defend  themselves 
even  against  the  sovereigns  of  Europe :  because  in  the  midst  of  turmoil 
and  vioJence,  the  citizens  of  those  towns  enjoyed  a  certain  rude  freedom, 
under  conditions  of  union  and  co-operarion,  which,  taken  together,  made 
them  a  brave,  energetic,  and  high-spirited  people,  and  fostered  a  great 
amount  of  public  spirit  and  patriotism.     The  prosperity  of  these  and  other 
^L  free  states  in  a  lawless  age,  shows  that  a  certain  degree  of  insecurity,  in 
V  some  combinations  of  circumstances,  has  good  as  well  as  bad  eiTects,  by 
making-  energy  and  practical  ability  the  conditions  of  safely.     Insecurity 
p.iralyzes,  only  when  it  is  such  in  nature  and  in  degree,  that  no  energy,  of 
which  mantiind  in  genera!  arc  capable,  affords  any  tolerable  means  of 
self- protect  ion.     And  this  is  a  main  reason  ivhy  oppression  by  the  govern- 
ment, whose  power  is  generally  irresistible  by  any  cfTons  that  can  be 
made  by  Individuals,  has  so  much  more  haneful  an  effect  on  the  springs 
of  national  prosperity,  than  almost  any  degree  of  lawlessness  and  turbu- 
lence tmder  free  institutions.     Nations  have  acquired  some  wealth,  and 
made  some  progress  in  improvement,  in  states  of  social  union  so  imperfect 
as  to  border  on  anarchy  :  but  no  countries  in  which  the  people  were 
habitually  exposed  to  arbitrary  exactions  from  the  ot^iccrs  of  government, 
ever  yet  continued  to  have  industry  or  wewlth.     A  few  generations  of  such 
a  government  never  fail  la  extiiigiiish  both.     Some  of  the  fairest,  and 
^■Once  the  most  prosperous,  regions  of  the  earth,  have,  under  the  Roman 
^■and  afterwards  under  the  Turkish  dominion,  been  reduced  to  a  desert, 
^■solely  by  that  ciuse.     I  say  solely,  because  they  would  have  recovered 
fivith  the  utmost  rapidity,  as  countries  always  do,  fiora  the  devastations  of 
war,  or  any  other  temporary  calamities.     DifficuHies  and  hardships  are 
often  but  an  incentive  to  exertion  :  what  is  fatal  to  it,  is  the  belief  that  it 
will  not  be  sulTeied  to  produce  its  fruits. 

§  2.  Simple  over-taxation  by  government,  though  a  great  cviE,  is  not 
compar.ibIe  in  the  economical  part  of  its  mischiefs  to  exactions  much 
more  moderate  in  amount,  but  which  either  subject  the  contributor  to  the 
arbitrary  mandate  of  government  ofllcers,  or  are  so  laid  on  as  to  place 
skill,  industry,  and  frugality  at  a  disadvantage.  The  burthen  of  taxation 
in  our  own  country  is  very  great,  yet  as  everv*  one  knows  its  limit,  and  is 
seldom  made  to  pay  more  than  he  expects  and  calculates  on,  and  as  the 
modes  of  taxation  are  not  of  such  a  kind  as  much  to  impair  the  motives  to 
industry  and  economy,  the  sources  of  prosperity  are  little  diminished  by 
the  pressure  of  taxation  ;  they  may  even,  as  some  think,  be  increased,  by 
the  extra  exertions  made  to  compensate  for  the  pressure  of  the  taxes. 
DiU  in  the  barbarous  despotisms  of  many  countries  of  the  East,  where 
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taxation  consists  in  fastening  upon  those  who  liave  succeeded  ia  acquiring 

something,  in  order  lo  confiscate  it,  unless  the  possessor  buys  its  release 
by  submitting  lo  give  some  large  sum  as  a  compromise,  we  cannot  expect 
to  find  voluntary  industry,  or  wealth  derived  from  any  source  but  plundet 
And  even  in  comparatively  civilized  counirica,  bad  mcxies  of  misinj;  a 
revenue  have  bad  elTeclb  -limitar  in  kind,  ihougb  in  an  inferior  dc^cc 
French  writer:;  before  the  Revolution  represented  the  /<■«//[■  as  a  ina.ia 
cause  of  the  b.Tckward  state  of  Rgriculiuic,  .ind  of  the  wretched  condition 
of  [he  rural  population  ;  not  from  its  amount,  but  because,  being  pro- 
portioned to  the  visible  capital  of  the  cultivator,  it  gave  him  a  motive  for 
appearing  poor,  which  sufficed  to  turn  tlie  scale  in  favour  of  indolence. 
The  arbitrary  powers  also  of  fiscal  oJficers,  of  tnlcnJanis  nad  suMi'/ifeit^j, 
were  more  destructive  of  pmspenty  than  a  far  larger  amount  of  exactions, 
because  they  destroyed  security :  there  was  a  ni.'^rlccd  superiority  in  the 
condition  of  the  ^iiv^  (VHats^  which  were  exempt  from  this  scourjje.  The 
universal  venality  ascnbed  to  Russian  functionaries,  must  be  an  immense 
drag  on  the  capabilities  of  economical  improvement  possessed  so 
abundantly  by  (he  Russian  empire  :  since  the  emoluments  of  public 
ofTicers  must  depend  on  the  success  with  which  they  can  multiply  vexa* 
lions,  for  the  purpose  of  being'  boui^ht  off  by  bribes. 

Yet  mere  excess  of  taxation,  even  when  not  atrgravated  by  uncertainty, 
is,  independently  of  its  injustice,  a  serious  economical  e\il.  It  may  be 
carried  so  far  as  lo  discouraj^e  industry  by  insufticiency  of  reward.  Very 
long  bcfure  it  reaches  this  point,  it  prevents  or  greatly  checks  accumula- 
tion, or  causes  Ihe  oipilal  accumulated  to  be  sent  for  investment  lo  foreign 
couiiiries.  Taxes  which  fall  on  profits,  even  thoui,'h  that  kind  of  income 
may  not  pay  more  than  its  just  sh;ire,  necessarily  diminish  the  motive  to 
any  saving,  except  that  which  is  made  for  investment  in  foreign  countries 
where  profits  are  higher.  Holland,  for  example,  seems  to  have  long  since 
rcichcd  the  prariical  ;ninimijm  of  profits  ;  aheady  in  the  last  century  her 
wealthy  capitahsts  had  a  j^rcat  part  of  their  fortunes  invesied  in  the  loans 
and  joint-stock  speculations  of  other  countries  :  and  this  low  nite  of  profit 
is  ascribed  to  the  heavy  taxation,  which  had  been  in  some  measure  forced 
on  her  by  the  circumstances  of  her  position  and  history.  The  taxes, 
indeed,  hesiidcs  their  ^rcal  amount,  were  many  of  ihem  on  necessaries,  a 
kind  of  tax  peculiarly  injurious  to  industry  and  accumulation.  Hut  when 
the  ag^'reyate  amount  of  taxation  is  vei7  great,  it  is  inevitable  th.it  re- 
course must  be  had  for  part  of  it  to  taxes  of  an  objcctioniible  character. 
And  any  taxes  on  cansumptiun,  when  heavy,  even  if  not  operating  on 
[jrofus,  have  somethin;^  of  the  same  injurious  effect,  by  driving:  persons  of 
moderate  means  to  live  abroad,  oficn  taking  their  capital  with  them. 
.■\lthough  I  by  no  me.ins  join  with  tliosc  political  economists  who  tlunk 
no  state  of  national  existence  desirable  in  which  there  is  not  a  rapid 
increase  of  wealth,  1  cannot  overlook  the  many  disadvantages  to  an  inde- 
pendent UHtion  frojn  being  brought  prematurely  to  a  staCiouary  state, 
wliile  the  neighbouring  countries  continue  advancing. 

S3.  The  stibjecl  of  protection  to  person  and  property,  considered  as 
afforded  by  a  government,  ramifies  widely,  into  a  number  of  indirect 
channels.  It  embraces,  for  example,  the  whole  subject  of  the  pcifecttoo 
or  inelficiency  of  the  means  provided  for  the  as  certain  men  I  of  rights  and 
the  rwlrcss  of  injuries.  Person  and  prop^My  cannot  be  considered  secure 
where  the  administration  of  justice  is  imperfect,  either  from  defect  of 
iate^rity  or  capacity  in  the  uibunals,  or  because  the  dciay,  vcxaiiun,  and 
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expense  accompanying-  their  operation  impose  a  heavy  lax  on  those  whd 
appeal  to  ihem,  and  mike  it  prcfcnible  to  suhiiiii  tn  any  endurable 
amount  of  the  evils  which  llicy  arc  designed  to  remedy.  ]n  England 
there  is  no  fault  to  be  found  with  [he  adniinistratiou  of  justice,  so  mr  as 
inlegiiiy  is  ccincerned  ;  a  resuh  which  the  progress  of  social  improvement 
may*  also  he  supposed  to  have  brouf;ht  about  in  several  other  nations  of 
Luiope.  Bui  legal  and  juditiai  imperfections  of  other  kinds  are  abundant ; 
and,  m  England  especially,  are  a  larg^e  abatement  from  (he  value  of  the 
services  which  llie  government  renders  hack  to  the  jjeuple  in  return  for 
our  cntirmoiis  taxation.  In  the  first  place,  the  incognoscibilily  (as  Bentham 
termed  it)  of  the  laiv,  and  its  extreme  uncertainty,  even  to  those  who  best 
know  it,  render  a  resort  to  the  tribunals  often  necessary  for  obtaining 
justice,  wlien.  there  being  no  dispute  as  to  facts,  no  litigation  ought  to  be 
required,  In  the  ne.xt  place,  the  procedure  of  the  tribunals  is  so  replete 
with  delay,  vex;ilion,  and  expense,  that  tlie  price  at  which  justice  is  at  last 
obtained  is  an  evil  out-iveighinf,'-  a  very  considerable  amount  of  injustice ; 
and  the  wrong  side,  even  that  which  the  taw  considers  such,  has  many 
chances  of  gaining  its  point,  through  the  abandonment  of  litigation  by  the 
other  party  for  want  of  funds,  or  through  a  compromise  in  which  a  sacri- 
fice is  made  of  just  ri^jhls  to  terminate  the  suit,  or  through  some  technical 
quirk,  whereby  a  decision  is  obtained  on  some  other  grounds  than  the 
merits.  This  last  detestable  incident  often  happens  without  blame  to 
the  judg-e,  under  a  system  of  law,  of  which  a  great  part  rests  on  no  rational 
principles  adapted  to  the  present  slate  of  society,  but  was  originally 
founded  partly  on  a  kind  of  whims  and  conceits,  and  pardy  on  the 
principles  and  incidents  of  feudal  tenure  (which  now  survive  only  as  legal 
fictions)  ;  and  has  only  been  very  imperfectly  adapted,  as  cases  arose,  to 
the  changes  which  had  taken  place  in  society.  Of  all  paits  of  the  Eng- 
lish legal  system,  the  Court  of  Chancery,  which  has  the  best  substantive 
law,  is  incomparably  the  worst  as  to  delay,  vexation,  and  expense  ;  and  this 
is  the  only  tribunal  for  most  of  the  classes  of  cases  which  are  m  diejr  nature 
the  most  complicated,  such  as  cases  of  partnership,  and  the  great  range 
and  variety  of  cases  which  come  under  the  denomination  of  trust. 

Foriuniiiely  for  the  prosperity  of  PZngland,  the  greater  part  of  the 
mercantile  law  is  comparatively  modem,  and  was  made  by  the  tribunals, 
by  the  simple  process  of  recognising  aj\d  giving  forceof  law  to  the  usages 
which,  from  motives  of  convenience,  had  grown  up  among  merchants 
themselves  :  so  that  this  part  of  the  law,  at  least,  was  substanliatly  made 
by  those  who  were  mnst  interested  in  its  goodness  :  while  the  defects  of 
the  tribunals  have  been  the  less  practically  peiTiicious  in  reference  to 
commercial  transactions,  because  the  importance  of  credit,  which  depends 
on  character,  renders  the  restraints  of  npinion  (though,  as  daily  experience 
proves,  an  insufiicient]  yet  a  very  powerful  protection  against  those  forms 
of  mercantile  dishonesty  which  are  generally  recognised  as  such. 

The  imperfections  of  the  law,  both  in  its  snbslance  and  in  its  procedure, 
fall  heaviest  upon  the  interests  connected  with  what  is  technically  called 
nu/  property;  in  the  general  language  of  European  jurisprudence, 
immoveable  property.  With  respect  to  all  this  portion  of  the  wealth  of 
the  community,  the  law  falls  egregiously  in  the  protection  which  it  under- 
takes to  provide.  It  fails,  first  by  the  uncerliiinty,  and  the  maze  of 
technicalities,  which  make  it  impossible  for  any  one,  at  however  great  an 
expense,  to  possess  a  title  t(i  land  ivhich  he  can  positively  know  to  bo 
unassatiablc.    It  fails,  secondly,  in  omitting  to  provide  due  evidence  o£ 
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transactions,  by  a  proper  registration  of  legal  documents.  It  fails,  thirdly, 
by  creatine  a  necessity  for  opcrose  and  expensis-e  instruments  ana 
foniialitics  (independently  of  fiscal  burthens),  on  occasion  of  the  purchase 
and  sale,  or  even  the  lease  or  mortgage,  of  immnvenble  property.  And, 
fonrthly,  it  fails  by  tlie  intolerable  expense  and  delay  of  law  proceedings, 
in  almost  all  cases  in  which  real  property  is  concerned.  There  is  no 
doubt  that  the  greatest  sufferers  by  the  defects  of  the  higher  courts  oC 
civil  liw  are  the  landuwrcrs.  Legal  expenses,  cither  those  of  actual  lili- 
calion,  or  of  the  preparation  of  legal  instruments,  fonn,  1  apprehend,  do 
inconsiderable  ileui  in  the  anm!.!!  expenditure  of  most  persons  of  larye 
landed  properly,  and  the  saleable  value  of  their  lard  is  greatly  impairal, 
by  the  difficulty  of  giving  to  the  buyer  complete  confidence  in  the  title; 
independently  of  ihclegril  expenses  which  accompany  the  transfer.  Yet 
the  landowners,  though  they  have  bccu  masters  of  the  legislation  of  Eng- 
land, to  say  the  least,  since  1688,  have  never  made  a  single  move  in  the 
direction  of  law  reform,  and  have  been  strenuous  opponents  of  some  of 
the  Improvements  of  which  they  would  more  particularly  reap  the  benefit ; 
especially  that  great  one  of  a  registration  of  contracts  affecting  land, 
which  when  proposed  by  a  Commission  of  eminent  real-property  lawyer*, 
and  introduced  mto  the  House  of  Commons  by  Lord  Campbell,  was  SQ 
offensive  to  the  general  body  of  landlords,  and  was  rejected  by  so  large  a 
majority,  as  to  have  long  discouraged  any  repetition  of  the  atletnpL 
This  irrational  hostility  to  improvement,  in  a  case  in  which  thetr  owa 
interest  would  be  the  most  benefited  by  it,  must  be  ascribed  to  an  intense 
timidity  on  the  subject  of  their  titles,  generated  by  the  defects  of  the  very 
law  which  they  refuse  to  alter;  and  to  a  conscious  ignorance  an*! 
incapacity  of  judgment,  on  all  legal  subjects,  which  makes  them  helplessly 
defer  to  the  opinion  of  iheir  proJcssionjiI  advisers,_beedlc55  of  the  fact  th^it 
every  imperfection  of  the  law,  in  proportion  as  it  is  burlhensome  to  theni, 
brings  gain  to  the  lawyer. 

In  so  far  as  the  defects  of  legal  annngemenls  are  a  niere  burthen  <« 
the  Tandowner,  ihey  do  not  much  affect  the  sources  of  production  :  but 
the  uncertainty  of  the  title  under  which  land  is  held,  must  often  act  as  J 
great  discouragement  to  the  expenditure  of  Ccipital  in  its  improvcmeDiI 
and  the  expense  of  making  transfers,  operates  to  prevent  land  from 
coming  into  the  hands  of  those  who  would  use  it  to  most  ad^-antagt; 
often  amounting,  in  the  case  of  small  purchases,  to  more  th.in  the  price  rf 
the  land,  and  tantamount,  therefore,  to  a  prohibition  of  the  purchase  and 
sale  of  land  in  small  portions,  unless  in  exceptional  circiunstances.  Sudt 
purchases,  however,  are  almost  evcrj-whcre  extremely  desirable,  iheit 
being  hardly  any  country  in  which  landed  property  is  not  either  too  mudl 
or  too  little  subdivided,  requiring  either  that  great  estates  should  be 
broken  down,  or  that  small  ones  should  be  bought  np  and  consolidate! 
To  make  land  as  e-isily  transferable  as  stock,  would  be  one  of  the  greatct 
economical  improvements  which  could  be  bestowed  on  a  country  ;  and 
has  been  shown,  again  and  again,  to  have  no  insuperable  difiictdt|. 
attending  it. 

Itesidcs  the  excellences  or  defects  that  belong  to  the  law  and  judicalu 
of  a  country  as  a  system  of  arrang^ements  for  attaining  direct  pmclicai 
ends,  much  also  depends,  even  in  an  economical  point  of  view,  upon  iitt 
moral  influences  of  Uie  law,    Knough  has  been  said  in  aformer  place,*  ofl 
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the  degree  in  which  both  the  indii5tria]  and  all  other  combined  opemrions 
of  mankind  depend  for  efficiency  oa  their  being"  able  lo  rely  on  one 
anotherfor  probity  and  fidelity  to  engagements  ;  front  which  we  see  how 
greatly  even  the  economical  prosperity  of  a  country  is  liable  to  be  affected, 
by  anything  in  its  institutions  by  which  either  iniegrity  and  trustworthi- 
ness, or  the  contrary  qailities,  are  encoiirnged.  The  law  everywhere 
ostensibly  favours  at  least  pecuniary  honesty  and  the  faith  of  contracts  ; 
but  if  it  affords  facilities  for  evading  those  obligations,  by  trick  and 
chicaner^',  or  by  the  unscrupulous  use  of  riches  in  instituling  unjust  or  re- 
sistingjust  litig-aiion  ;  if  there  a,re  ways  and  means  by  which  persons  may 
attain  the  ends  of  rogncr>',  under  the  apparent  sanction  of  the  law  ; 
to  that  extent  the  law  is  demoralizing^,  even  in  regard  to  pecuniary 
integrity.  And  such  cases  are,  unfortunately,  frequent  under  Ihc 
Enjjlish  sysitem.  If,  again,  the  law,  by  a  misplaced  indulgence,  pTOlects 
idleness  or  prodigality  against  their  natural  consequences,  or  dismisses 
crime  with  inadequate  penalties,  the  efieci,  both  on  the  prudential  and  on 
the  social  virtues,  requires  no  comment-  When  the  law,  by  its  own  dis- 
pensation and  injunctions,  establishes  injustice  between  individual  and  in- 
dividual ;  as  all  laws  do  which  recognise  any  form  of  slavery  ;  as  the  laws 
of  all  countries  do,  though  not  all  in  the  same  degree,  in  respect  la  the 
family  relations  ;  and  as  the  laws  of  many  countries  do,  though  in  siill 
more  unequal  degrees,  as  beiwcen  rich  and  poor ;  the  effect  on 
the  moral  sentiments  of  tlie  people  is  still  more  disastrous.  But  these 
subjects  introduce  considcratiuns  so  much  larger  and  deeper  than  those 
of  political  economy,  that  I  only  advert  to  them  in  order  not  to  pass 
wholly  unnoticed,  things  superior  in  importance  to  those  of  which  I 
treat. 


CHAPTER    IX. 

THE  SAME  SUBJECT  CONTINUED. 

5  r.  Having  spoken  thus  far  of  the  effects  produced  by  the  excellences 
ordefects  of  the  general  system  of  the  law,  I  shall  now  touch  upon  those 
resuming  from  the  special  character  of  particular  pans  of  it.  As  a 
selection  must  be  made,  I  shall  confine  myself  to  a  few  leading  topics. 
The  portions  of  the  civil  law  of  a  country  which  are  of  most  importance 
economically,  (next  to  those  which  delerniine  tbn  s//tt»s  of  the  labourer,  as 
slave,  serf,  or  free,)  are  those  relating  to  (he  two  subjects  of  Inheritance 
and  Contract.  Of  the  laws  relating  to  contract,  none  are  more  important 
economically,  than  the  laws  of  partnership,  and  those  of  insolvency.  It 
happens  that  on  all  these  three  points,  there  is  just  ground  for  condemning 
sonic  of  the  provisions  of  the  English  law.  I  cannot,  therefore,  select 
topics  more  suitable  to  be  touched  upon  in  the  present  treatise. 

With  regard  to  Inheritance,  I  have,  in  an  early  part  of  this  work, 
considered  the  general  principles  of  the  subject,  and  suggested  what 
appear  to  mc  to  be,  in  themselves,  putting  all  prejudices  apart,  the  best 
dispositions  which  the  law  could  ndopt.  Freedom  of  bequest  as  the 
general  rule,  but  limited  by  two  things  :  first,  that  if  there  are  descendants, 
who,  being  unable  to  provide  for  themselves,  would  become  burlhensome 
'^  the  stale,  the  equivalent  of  whatever  the  stale  would  accord  to  them 
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should  be  reserveil  fi-om  the  property  for  Uifrir  bencHt :  and  secondly,  tlist 
no  fine  person  shouUI  be  iiermitted  to  .acquire  by  iiiiicritance  more  thai 
iheamouni  of  a  nwderalc  independence.  In  case  of  intestacy,  ihe  wlicih 
properly  to  escheat  to  the  state  :  which  should  be  bound  to  make  a  jus 
mid  reasonable  provision  for  descendants,  that  i^,  such  a  provision  as  \\i 
parent  or  ancestor  ought  to  have  made,  their  circumstances,  capacities 
and  mode  of  bring'ing  up  being  considered. 

The  laws  of  inheritance,  however,  have  probably  several  phases  of  in 
provcment  to  go  through,  before  ideas  so  far  removed  from  prcsciS 
modes  of  thinking  will  be  taken  into  scriuus  consideration  :  and  as,  amonj 
tlie  recognised  modes  of  determining  the  succession  to  property,  som 
must  be  better  and  others  worse,  it  is  necessary  to  consider  which  of  tliefl 
deserves  ilic  preference.  As  an  intcnnediate  course,  therefore,  ka 
eligible  in  itself,  but  belter  adapted  to  existing  feelings  and  ideas,  I  vrooU 
recommend  the  extension  to  all  property  cif  the  present  English  law  of  ni 
heritauce  alTecling  personal  property  (frecduni  wf  bccjuesi,  and,  in  casefl 
intestacy,  cqu.il  division)  :  except  that  no  rights  should  be  acknowledgd 
in  collaterals,  and  that  the  property  of  those  who  have  neither  descendant! 
nor  ascendants,  and  make  no  will,  should  escheat  to  the  state. 

The  laws  of  cxisting^ nations  deviate  from  tlicsc  m:uctiiis  in  two  oppositl 
ways.  In  England,  and  most  of  the  countries  in  which  the  induenceo 
feudality  is  still  felt  in  ihe  laws,  one  of  the  objects  aimed  at  In  respect  U 
land  and  other  immoveable  property^  is, to  keep  it  together  in  larjp 
masses  :  accordingly,  in  cases  of  intestacy,  it  passes,  gcnei-ally  speakinj 
(for  the  local  custom  of  sonic  places  is  different),  exclusively  to  the  eldci 
son.  And  though  the  rule  <jf  primogeniture  is  not  binding  on  teMH^| 
who  in  England  have  nominally  the  power  of  bequeathing  their  P>4^^| 
as  (hey  please,  nny  one  proprietor  may  so  exercise  this  power  as  to  d^MH 
his  successoi^s  of  it,  by  entailing  the  properly  ou  one  particular  line  of  hi) 
descendants  ;  which,  besltles  preventing  it  fconi  passing  by  inheriianceil 
any  other  than  the  prescribed  manner,  is  attended  with  the  incidental  cot 
sequence  of  precluding  it  from  being  sold  ;  since  each  successive  possessor 
having  only  a  life  interest  in  the  properly,  cannot  alienate  it  for  a  longe* 
period  than  his  on-n  life.  In  other  countries,  such  as  France,  the  law.  Ml 
the  contrary,  compels  division  of  inheritances  j  not  only,  in  c;ise  of  i» 
lestac>',  sharing  the  property,  both  real  and  personal,  equally  amongal 
the  chfldren,  or  (if  there  are  no  children)  among  all  relatives  in  the  SBA 
degree  of  propinquity  ;  but  also  not  recognising  any  power  of  bequest,  4 
recognising  it  over  only  a  limited  portion  of  the  property,  the  rcmaioikl 
being  subjected  to  compulsory  equal  division. 

Neither  of  these  systems,  I  cippreliend,  was  introduced,  or  is  pcriiBtli 
maintained,  m  the  countries  where  it  exists,  from  ajiy  general  con&ideo 
tLons  of  justice,  or  any  foiesiglit  of  economical  coDscqucuces,  but  rhici 
from  political  motives  ;  in  the  one  case  to  keep  up  large  hcreditai 
fortunes,  and  a  landed  aristocracy  ;  in  ilic  oilier,  to  oreak  these  do»l 
and  prevent  their  resurrection.  The  first  object,  as  an  aim  uf  nation! 
policy,  I  conceive  to  be  eminently  undesirable  :  so  far  as  the  second  * 
desirable,  I  have  pointed  out  what  seems  to  me  a  better  mode  of  attaifl 
ing  it.  The  merit  or  demerit,  however,  of  either  purpose,  belongs  to  iW 
tfcncral  science  of  politics,  not  to  the  limited  department  of  that  scieno 
which  is  the  subject  of  the  present  tieatise.  Each  of  the  two  systems  ii 
a  real  and  efficient  instiiyncnt  for  the  purpose  intended  by  it  ;  but  ciKi| 
as  it  appears  to  inc,  achieves  that  purpose  at  the  cost  of  tnuch  inischic£ 


5  2.  There  are  two  aiguments  of  an  economical  clmracter,  vvlikli  arc 
Urged  ill  favour  of  primogcnitiii*.  One  is,  llic  stimulus  applied  to  ihc 
intfustry  and  ambition  of  younger  children,  by  leaving  ihem  to  be  the 
architects  of  their  own  fortunes.  This  argument  was  put  by  Dr.  Johnson 
In  a  manner  more  forcible  than  complimentary  to  an  hereditary  aris- 
tocracy, when  he  said,  by  way  of  recommendation  of  pninogenituie,  lliat 
il  'makes  but  one  fool  in  a  family.'  It  Js  curious  that  a  defender  of 
aristocratic:  institutions  should  be  the  person  to  assert  that  to  inherit  such 
a  fortune  as  takes  away  any  necessity  for  exertion,  is  generally  fatal  to 
activity  and  strenjjth  of  mind  :  in  the  present  state  of  education,  however, 
the  proposition,  with  some  allowniice  for  exaggeration,  may  be  admitted 
to  be  true.  But  whatever  force  there  is  in  the  argument,  counts  in  favour 
of  limiting  the  eldest,  as  well  as  all  the  other  children,  to  a  mere  pro- 
vision, ar\d  dispensing  with  even  the  'one  fool'  \vhop  Dr.  Johnson  was 
willing  to  tolerate.  If  unearned  riches  are  so  pernicious  to  the  character, 
one  does  jiot  see  why,  in  order  to  withho!d  the  poison  from  tlie  junior 
members  of  a  family,  there  should  be  no  way  but  to  unite  all  their 
separate  potions,  and  administer  them  ir  the  largest  possible  dose  to  one 
selected  victim.  That  it  should  be  necessary  to  inflict  this  great  evil  on 
the  eldest  son,  from  sheer  want  of  knowing  what  else  to  do  with  a  large 
fortune,  is  surely  the  most  arbitrarily  conjured  up  of  all  embarrassments. 

Some  writers,  liowcvcr,  look  upon  the  effect  of  primogeniture  in  stimu- 
lating industry,  as  depending,  not  so  much  upon  the  poverty  of  the 
younger  children,  as  upon  the  contrast  between  th.ic  poverty  and  the 
riches  of  the  elder;  thinking  it  indispensable  to  the  activity  and  energy 
of  the  hive,  that  there  should  be  a  huge  drone  here  and  iheic,  to  impress 
the  u'orkin^  bees  with  a  due  sense  of  the  advantages  of  honey.  *  Their 
inferiority  m  point  of  wealth,'  says  Mr.  M*Culloch,  speaking  of  the 
younger  children,  'and  (heir  desire  to  escape  from  this  lower  situation, 
and  to  attain  to  the  sanic  level  with  their  elder  brothers,  inspires  them 
with  an  energy  and  vigour  they  could  not  otherwise  feel.  But  the  advan- 
tage of  preserving  large  estates  from  being  frittered  down  by  a  scheme  of 
equal  division,  is  not  limited  to  its  influence  over  the  younger  children  of 
iheir  owners.  It  raises  universally  ihe  standard  of  competence,  and  gives 
new  force  to  the  springs  which  set  industry  in  motion.  The  manner  of 
living  among  the  great  landlords  is  that  in  which  every  one  is  ambitious 
of  being  able  to  indulge  ;  and  their  habits  of  expense,  though  sometimes 
itijurious  to  themselves,  act  as  powerful  incentives  to  the  ingenuity  and 
cnleiprise  of  the  other  classes,  who  never  think  their  fortunes  sufficiently 
.-iinple,  unless  they  will  enable  thctn  to  emulate  the  splendour  of  the 
richest  landlords :  so  that  the  ctistain  of  primogeniture  seems  to  render 
all  classes  more  induslrious,  and  to  augment^  at  the  same  lime,  the  mass 
of  ^^■ealth  and  the  scale  of  enjoyment.** 

The  portion  of  truth,  I  will  not  say  contained  in  these  observations, 
but  recalled  by  them,  I  apprehend  to  be,  that  a  state  of  complete  equality 
of  fortunes  would  not  be  favourable  to  industry.  Speaking  of  the  mass, 
it  is  as  true  of  wealth  as  of  most  other  distinctions— of  talent,  knowledge, 
virtue— that  those  ivho  already  have,  or  think  they  have,  as  much  of  it 
as  any   of  their  neighbours,  will   seldom  greatly  exert   themselves  to 

*  PriKcipje!  ej  PaHtkal  Economy,  ed.  1843,  p.  264.  There  is  much  more  to 
(he  same  efrect  in  the  more  recent  treatise  by  the  same  author,  '  On  the  Succession 
|g  Property  vacant  by  Dcnlh.' 
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I  acquire  more.  But  it  is  not  therefore  necessary  thai  society  shoalJ 
provide  a  set  of  persons  with  large  fortunes,  to  fulfil  the  social  duty  of 
standing  to  be  looltcd  at,  willi  envy  and  admiration,  by  the  aspiring  poor. 
The  fortunes  which  people  have  acquired  for  themselves,  answer  the 
purpose  quite  as  well,  indeed  much  better ;  since  a  person  is  more  powep 
nilly  stimulated  by  the  example  of  somebody  who  has  earned  a  fortune 
than  by  the  uiere  sight  of  somebody  who  possesses  one  ;  and  the  former 
is  necessarily  an  example  of  prudence  ana  fnigality  as  well  as  industry, 
while  the  latter  much  oftenei-  sets  an  example  of  profuse  expense,  whicll 
Spreads,  with  pernicious  effect,  to  the  very  class  on  whom  the  sight  rf 
riches  is  supposed  to  have  so  beneficial  an  influence,  namely  those  whose 
weakness  of  mind,  and  taste  for  ostentation,  makes  '  the  splendour  of  tlM 
richest  landlords'  attract  them  with  the  most  potent  spell.  In  America 
there  are  few  or  no  great  hereditary  fortunes  ;  yet  iriduslria!  energy,  aod 
ihe  ardour  of  accumulation,  are  not  supposed  to  be  particularly  back- 
ward in  that  part  of  the  world.  When  a  country  has  once  fairly  entered 
into  the  industrial  career,  which  is  the  occupation  of  the  modem,  as  war 
was  that  of  the  ancient  and  mediaeval  world,  the  desire  of  Hcquisition  bj 
industry  needs  no  factitious  stimulus :  the  advantages  naturally  inherent 
in  riches,  and  the  character  they  assume  of  a  test  by  which  talent  anj 
success  in  life  are  habitually  measured,  are  an  ample  security  for  ihcir 
being  pursued  ivith  sufficient  intensity  and  zeal.  As  to  the  deeper  con- 
sideration, that  the  diffusion  of  wealth,  and  not  its  concentration,  ii 
desirable,  and  tliat  the  most  wliolesoine  stale  of  society  is  not  that  in 
which  immense  fortunes  are  possessed  by  a  few  and  coveted  by  all,  hut 
that  in  which  the  greatest  possible  numbers  possess  and  are  contented 
with  a.  moderate  competency,  which  ail  may  hope  to  acquire  ;  I  refer  to  it 
in  this  place  only  to  show  how  widely  separated  on  social  questions  i( 
the  entire  mode  of  thought  of  the  defender  of  primogeniture,  from  thai 
which  is  partially  promulgated  in  the  present  treatise. 

The  other  economical  argument  in  favour  of  primogeniture,  hil 
cspcciii!  reference  to  landed  property.  It  is  contended  that  the  habit  of 
dividing  inheritances  equally,  or  with  an  approach  to  equality,  arooa^ 
children,  promotes  the  subdivision  of  land  into  occupations  too  smalt  to 
admit  of  being  cuhivated  in  an  advantageous  manner.  This  argumenL 
eternally  reproduced,  has  again  and  again  been  refuted  by  English  and 
Continental  writers.  It  proceeds  on  a  suppusition  entirely  at  vnriaacC 
with  that  on  which  all  the  theorems  of  political  economy  arc  grouodcA 
It  assumes  that  mankind  in  general  will  habitually  act  in  a  maontf 
opposed  to  their  immediate  and  obvious  pecuniary  interest.  For  the 
division  of  the  inheritance  does  not  necessarily  imply  division  of  thB 
land  ;  which  may  be  held  in  common,  as  is  not  uafrcquently  the  case  ia 
France  and  Belgium  ;  or  may  become  the  property  of  one  of  the  cohdr^ 
being  charged  with  the  shares  of  the  others  by  the  way  of  mortgage  ;  of 
they  may  sell  it  outright,  and  divide  the  proceeds.  When  the  division  rf 
the  land  would  diminish  its  productive  power,  it  is  the  direct  interest  d 
the  heirs  to  adopt  some  one  of  these  arrangements.  Supposing;,  howeveii 
what  the  argument  assumes,  that  citiicr  from  legal  dimcuUies  or  froa 
their  own  stupidity  and  barbarism,  they  would  not,  if  left  to  theiiiseh"c% 
obey  the  dictates  of  this  obvious  interest,  but  would  Insist  upon  cutting  uf 
the  land  bodily  into  equal  parcels,  with  the  effect  of  impoverishini;  then; 
aehres  ;  this  would  be  an  objection  to  a  law  such  as  exists  in  Fiance,  d 
compuisory  division,  but  can  be  no  reason  why  testators  should  be  dis- 
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Cournged  from  exercising  the  riglit  of  bequest  in  geneml  conformity  to  the 
rule  of  eciiiality,  since  it  would  .'ilways  be  in  their  power  to  provide  that 
the  division  of  the  inheritance  should  take  place  without  dividing  the  land 
itself.  That  the  attempts  of  the  advocates  of  primogeniture  to  make  out 
a  case  by  facts  against  the  custuin  of  equal  division  are  eciiially  abortive, 
has  been  shoivn  in  a  former  portion  of  this  work  In  all  countries,  or 
paris  of  countries,  in  which  the  division  of  inheritances  is  accompanied  by 
small  holdings,  it  is  because  small  holdings  are  the  general  system  of  the 
country,  even  on  the  estates  of  tlic  great  proprietors. 

U  nless  a  strong  case  of  social  utility  can  be  made  out  for  primogeniture, 
it  stands  sufficiently  condemned  by  the  general  principles  of  justice  ;  being 
a  broad  distinction  in  the  treatment  of  one  person  and  of  another, 
grounded  solely  on  an  accident.  There  is  no  needj  therefore,  to  make  out 
any  case  of  economical  evil  against  primogeniture.  Such  a  case,  however, 
and  a  very  strong  one,  may  be  made.  Jt  is  a  natural  effect  of  primo- 
geniture to  make  the  landlords  a  needy  class.  The  object  of  the  institu- 
tion, or  custom,  is  to  keep  the  land  together  in  large  masses,  and  this  it 
commonly  accomplishes  ;  but  the  legal  proprietor  of  a  large  domain  is  not 
necessarily  the  bonAfidc  owner  of  the  whole  income  which  it  yields.  It  is 
usually  charged,  in  each  generation,  with  provisions  for  the  other  children. 
It  is  often  charged  still  more  heavily  by  the  imprudent  expenditure  of  the 
proprietor.  Great  landoivners  are  generally  improvident  in  their  ex- 
penses ;  Ihey  live  up  to  ihclr  incomes  when  at  the  highest,  and  if  any 
change  of  circumstances  diminishes  their  resources,  some  time  elapses 
before  they  make  up  their  minds  to  retrench.  Spcndlhrifis  in  other  classes 
are  ruined,  and  disappear  from  society ;  but  the  spendthrift  landlord 
usually  holds  fast  to  his  land,  even  when  he  has  become  a  mere  receiver 
of  its  rents  for  the  benefit  of  creditors.  The  same  desire  to  keep  up  the 
'  splendour '  of  the  family,  which  gives  rise  to  the  custom  of  primogeniture, 
indisposes  the  owner  to  sell  a  part  in  order  to  set  free  the  remainder; 
their  apparent  are  therefore  habitually  greater  than  their  real  means,  and 
they  are  under  a  perpetual  temptation  to  propoition  ihcir  expenditure  to 
the  fonner  rather  than  to  the  latter.  From  such  causes  as  these,  in  almost 
all  countries  of  great  landowners,  the  majority  of  landed  estates  arc 
deeply  mortgaged ;  and  instead  of  having  capit.'d  to  spare  for  improve- 
ments, it  requires  all  the  increased  value  of  land,  caused  by  a  rapid 
increase  of  wealth  .ind  population  of  the  country,  to  preser\-e  the  class 
from  being  impoverished. 

g  3.  To  avert  this  impoverish  men  t^  recourse  was  had  to  the  contrivance 
of  entails,  whereby  the  order  of  succession  was  irrevocably  fixed,  and  each 
holder,  havinif  only  a  life  interest,  was  unable  to  buillien  his  successor. 
The  lard  thus  passing,  free  from  debt,  into  the  possession  of  the  heir,  the 
family  could  not  be  ruined  by  the  improvidence  of  its  existing  represen- 
tative. The  economical  evils  arising  from  this  disposition  of  property 
were  partly  of  the  same  kind,  partly  diflereut,  but  on  the  whole  greater, 
than  (hose  arising  from  primogeniture  alone.  The  possessor  could  not 
now  ruin  his  successors,  but  he  could  still  ruin  himself:  he  was  not  at  all 
more  likely  than  in,  the  former  case  to  have  the  means  necessaiy  for 
improving  the  property  ;  while,  even  if  he  had,  he  was  still  less  likely  to 
employ  them  for  that  purpose,  when  the  benefit  was  to  accrue  to  a 
person  whom  the  entail  made  independent  of  him,  while  he  had  probably 
younger  children  to  provide  for,  in  whose  favour  he  could  not  now  charge 
the  estate.    While  thus  disabled  from  being  himself  an  improver^  neitii&c 
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could  he  sell  ihc  cstalc  to  somebody  who  would  ;  since  entail  prec! 
alienation.  In  Kciieral  lie  has  even  been  unable  to  grant  leases  beyond  il 
term  of  his  own  life  ;  'for,'  says  HIacl<slone, 'if  such  leases  had  becn\-a!ii 
then,  under  cover  of  long  leases,  ilie  issue  might  have  been  virtual 
disinherited  :'  and  it  has  been  necessary  in  Great  liriiain  to  T«lax, " 
statute,  the  rigour  of  entails,  in  order  to  allow  cither  of  lonjj  leases,  or 
ihc  execution  of  improvements  at  the  expense  of  the  estate.  It  may 
added  that  the  heir  of  email,  being  assured  of  sucteedinf*  to  the  fcimil 
propcrt)',  however  undeserving  of  it,  nnd  being  awaii;  of  this  from  I 
earliest  years,  has  much  more  than  the  ordinary  chances  of  growing 
idle,  dissipated,  and  profligate. 

In  Enghmd  the  power  of  entail  is  more  limited  by  law  than  in  ScoiU: 
and  in  most  other  countries  where  it  exists.  A  landowner  can  seidc  bi 
property  upon  any  number  of  persons  successively  who  are  living  at  th 
time,  and  upon  one  unborn  person,  on  whose  attaining  the  age  of  twenty 
one,  the  entail  expires,  and  the  land  becomes  his  absolute  property. 
estate  may  in  this  manner  be  transmitted  through  a  son,  or  a  son 
grand^iorL,  living  when  the  deed  is  executed,  to  an  unburn  child  of 
grandson.  It  has  been  maintained  that  this  power  of  entail  Is  M 
Buflicienily  extensive  to  do  any  miscliicf:  in  truth,  however,  it  is  raud 
larger  than  it  seems.  Entails  very  rarely  expire  ;  the  first  heir  of  enliii 
when  of  age,  joins  with  the  existing  possessor  in  resettling-  the  estate, 
as  to  prolong  the  entail  for  a  further  tenn.  Large  properties,  ibercfoni 
are  rarely  free,  for  any  considerable  period,  from  the  restraints  of  a  stric 
settlement  ;  and  English  entails  arc  not,  in  point  of  fact,  mudi  lea 
injurious  than  those  of  other  countries. 

In  an  economical  point  of  view,  the  best  system  of  landed  property  s 
that  in  which  land  is  most  completely  nn  object  of  commerce  ;  passing 
readily  from  hand  to  hand  when  a  buyer  can  he  found  to  whom  it  a 
worth  while  to  offer  a  greater  sum  for  the  land,  than  the  value  of  !i« 
income  drawn  from  it  by  its  existing  possessor.  This  of  course  is  nm 
meant  of  oniamental  property,  which  is  a  source  of  expense,  not  profc 
hut  only  of  land  employed  for  industnal  uses,  and  held  for  the  sakeof 
the  income  which  it  affords.  Whatever  facilitates  the  sale  of  land,  ten* 
to  make  it  a  more  productive  instrument  for  the  community  at  lai^c 
whatever  prevents  or  restvlcls  its  sale^  subtracts  from  its  usefulnttt 
Now,  not  only  has  entail  this  effect,  but  primogeniture  also.  The  dtsat 
to  krep  l.ind  together  in  large  masses,  froni  other  motives  than  lh.-*trf 
promoting  its  productiveness,  often  prevents  changes  and  alienotMoi 
which  xvould  increase  its  efficiency  as  an  instrument. 

§  4.  On  the  other  hand,  a  law  which,  like  the  French,  restricts  fi* 
power  of  bequest  to  a  narrow  compass,  and  compels  the  equal  divi$ioa 
the  whole  or  the  grc.itcr  pan  of  the  propertj-  among  the  childitn  se« 
to  me,  though  on  different  grounds,  also  ver>'  seriously  objecti'onatik 
The  only  reason  for  recognising  in  tlie  children  any  right  at  all  tooKin 
than  a  provision  sufficient  to  launch  them  into  life,  and  enable  tbcin  a 
find  a  livelihood,  is  gruundcd  on  the  expressed  or  presumed  wish  of  d< 
parent  ;  whose  cl.-\im  to  dispose  of  what  is  actually  his  (or  her)  o*4 
cantiol  be  set  aside  by  any  pretensions  of  others  to  receive  what  is  iW 
tlieirs.  To  control  the  rifihiful  owners  libcrtj'  of  gift,  by  creating  inil> 
children  a  legal  right  suiKrior  to  it,  is  to  postpone  a  real  claim  to  a 
imaginary  one.  To  this  great  and  iJaramoimt  objection  to  the  lis 
numerous  secoudary  ones  may  be  added.    Desirable  as  ii  is  that  tM 
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parent  should  treat  the  children  with  inip:irtlaliLy,  and  nut  nialcc  an  eldest 
son  ar  a  fbivoiirite,  impartial  division  is  not  always  synonymous  willi  equal 
division.  Some  of  ihe  children  may  be  more  c.ipablc  than  others  of 
providing  far  theinselves,  or  may  have  fewer  wants,  or  possess  olher 
resources  ;  and  impaniality  may  ihcrefore  rcc|iiirc  that  the  rule  observed 
should  not  be  one  of  equality,  but  of  coinp'Cnsatitjn.  Even  when  equality 
is  desirable,  it  is  not  precise  or  pedantic  equality.  The  law,  however, 
must  proceed  by  fixed  rules.  If  one  of  the  coheirs,  being  of  a  quarrel- 
sone  litigious  disposition,  stands  upon  his  utmost  rights,  ihG  law  cannot 
make  equitable  adjustuiems  ;  it  cannot  apportion  the  property  ns  seems 
best  for  the  collective  interest  of  the  family  ;  if  there  are  several  parcels 
of  land,  and  the  heirs  cannot  agree  about  their  value,  the  law  cannot  give 
a  parcel  to  each^  but  every  separate  parcel  must  lie  either  put  up  to  sale 
or  divided  ;  if  iheie  is  a  residence,  or  a  park  or  pleasure-ground,  which 
would  be  destroyed,  as  such,  by  subdivision,  it  must  be  sold,  possibly  at 
a  great  jiecuniar/  sacrifice,  and  with  the  destniction  to  the  wbnle  family 
of  local  ties  and  attachments.  Hut  what  the  law  could  not  do,  the  parent 
could,  liy  means  of  the  liberty  of  bequest,  all  these  points  may  be 
determined  according  to  reason  and  the  general  interest  of  the  persons 
concerned  ;  and  the  spirit  of  the  principle  of  equal  division  might  be  the 
better  observed,  because  the  testator  was  emancipated  from  its  letter. 
Finally,  it  would  not  then  be  necessary,  as  under  the  compulsory  system 
it  is,  that  ibe  law  should  interl'cre  authoritatively  in  the  concerns  of 
families,  not  only  on  the  occuirence  of  a  death,  but  throughout  hfe,  in 
order  to  guard  against  the  attempts  of  parents  to  frustrate  the  legal 
claims  of  their  heirs,  under  colour  of  gifts  and  other  alienations  /«/tr 
VIVOS. 

In  conclusion  :  alt  owners  of  property  should,  I  conceive,  have  power 
to  dispose  by  will  of  every  part  of  it,  but  not  to  determine  the  person  who 
should  succeed  to  it  after  the  deaths  of  all  who  were  living  when  the  will 
was  made.  Under  what  restrictions  it  should  be  allowable  to  bequeath 
property  to  one  person  for  life,  with  remainder  to  another  person  already 
m  existence,  is  a  question  belonging  to  genend  legislation,  not  to  political 
economy.  Such  settlements  would  be  no  greater  hindrance  to  alienation 
than  any  case  of  joint  ownership,  since  the  consent  of  persons  actually  in 
existence  is  all  that  would  be  necessary  for  any  new  arrangement  respecting- 
the  property. 

§  S.  From  the  subject  of  Inheritance  I  now  pass  to  tliat  of  Contracts, 
and  among  these,  to  the  important  subject  of  the  Laws  of  Partnership. 
How  much  of  good  or  evil  depends  upon  these  laws,  and  haw  important 
it  is  that  they  should  be  the  best  possible,  is  evident  to  all  who  recognise 
in  the  extension  of  the  co-operative  principle  the  gre.-it  economical 
necessity  of  modern  industry.  The  progress  of  the  productive  arts 
requiring  that  many  sorts  of  industrial  occupation  should  be  carried  on 
by  larger  and  larger  capitals,  the  productive  power  of  industry  must  suft'cr 
by  whatever  impedes  the  fonnalion  of  large  capitals  through  the  aggrega- 
tion of  smaller  ones.  Capitals  of  the  requisite  iragnitude,  belonging  to 
single  owners,  do  not,  in  most  countries,  exist  in  the  needful  abundance, 
and  would  be  still  less  numerous  if  the  laws  favoured  the  diffusion  instead 
of  the  concentration  of  property  :  while  it  )s  most  desirable  that  all  those 
improved  processes,  and  those  means  of  efficiency  and  economy  in  pro- 
duction, which  depend  on  ihc  possession  of  large  funds,  should  be 
monopolies  in  the  hands  of  a  few  rich  individuals,  through  the  difficulties 
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experienced  by  persons  of  moderate  or  sinail  means  in  associating;  t 
capital.     Finally,  I  must  repeat  my  conviction,  that  the  industrial  ccono 
which  divides  society  absolutely  into  two  portions,  the  payers  of  w.igi 
and  ibc  receivers  of  thcni,  the  first  counted  by  thousands  and  the  IasI  " 
millions,  is  neither  fit  for,  nor  capable  of,  indefinite  duration  :  and  tl 
poasibihty   of  changing   this  system   for  one  of   combination   with 
dependence,  and  unity  of  interest  instead  of  organiied  hostility,  depeoi 
altogether  upon  the  future  devctopments  of  the  Partnership  principle; 

Yet  there  is  scarcely  any  country  wliose  laws  do  not  throw  ^rcat,  a: 
in  most  cases,  intentional  obstacles  in  the  way  of  the  fomialion  of  a 
numerous  partnership.  In  England  it  i^alreadya  serious  discourageme 
that  all  or  most  differences  among  partners  arc,  practically  speaking,  oi 
capable  of  adjudication  by  the  Court  of  Chancerj* :  which  is  often 
than  placing  such  questions  out  of  the  pale  of  sl\  law ;  since  any 
the  disputant  parlies,  who  is  either  dishonest  or  litigious,  can  invol 
others  at  his  pleasure  in  the  endless  expense,  trouble,  and  anxiety,  wbi 
are  the  unavoidable  accompiniments  of  a  prolonged  Chancoy  suf 
without  their  having  the  power  of  fieeing  themselves  from  the  intlicii 
even  by  breaking  up  the  association.  Uesides  this,  it  required,  imtil  latel] 
a  separate  act  of  the  legislature  before  any  joint-stock  association  coul 
legnlly  constitute  itself,  and  be  empowered  to  act  as  one  body.  By 
statute  passed  only  a  few  years  ago^  this  necessity  is  done  away,  and  ih 
foimalities  which  have  been  substituted  for  it  are  not  sufficiently  onerous ' 
be  very  much  of  an  impediment  to  such  undertakmgs.  When  a  number 
persons,  whether  few  or  many,  freely  desire  to  unite  their  fiinds  for 
common  undertaking,  not  asking  any  peculiar  privilege,  nor  the  poire 
lo  dispossess  any  one  of  property,  the  law  can  have  no  good  reason  W 
throwing  difficulties  in  lite  way  of  tlie  realination  of  the  project.  On  coal 
pliancc  with  a  few  simple  conditions  of  publicity,  any  body  of  pcrsoi 
ought  to  have  the  power  of  conslitutini;  tbcmselves  iillo  a  joint-slP 
comp.Tny,  nr  sodrt^  en  norn  loHei'fif.  without  asking  leave  either  of  a 
public  otticer  or  of  pirliament :  and  this  liberty,  in  Engl.ind,  ihey  carn< 
now  be  fairly  said  not  to  have.  As  an  assnriation  of  many  p.irtners  in' 
practically  be  imder  ibe  management  of  a  few,  every  facility  which  I. 
can  give  ought  to  be  afforded  to  llic  body  for  exercising  the  neccSKU 
cnntrol  and  check  over  those  few,  whether  they  be  themselves  mcmbfl 
of  the  association,  or  merely  its  hired  servants  :  and  i»  this  point  tl 
English  system  is  still  at  a  lamentable  distance  from  the  standard 
perfection,  though  less,  I  believe,  owing  to  the  defects  of  the  law,  ihaD' 
those  of  the  courts  of  tudicaturc. 

^  6.  Whatever  facifities,  however,  English  law  may  give  to  associatioi 
formed  on  the  principles  of  ordinary  partnership,  there  is  one  so.t  of  ioii 
stock  association  which  it  absolutely  disallows,  and  which  can  stdl  1 
only  called  into  existence  by  a  spcciiil  act  either  of  tlic  legislature  or  of  tl 
crown.     I  mean,  associations  with  limited  li.-ibiliiy. 

Associations  with  limited  liability  are  of  two  kinds  :  in  one,  the  liabili 
of  all  the  partners  is  limited,  in  the  other  that  of  some  of  tliem  only.  Tl 
first  is  tlie  xoft^fi'  anonytiu  of  the  French  law,  which  in  England  hJ 
no  other  name  than  that  of 'chartered  company':  meaning  thereby 
joint-stock  company  whose  shareholders,  by  a  charter  from  the  crow 
or  a  special  en.actment  of  the  legislature,  stand  exempted  from  ai 
liability  for  the  debts  of  the  concern,  beyond  the  amount  of  their  snbscri 
tions.    Th's  fonn  of  association,  though  unknown  to  the  general  law' 


tliis  cautilr>*,  exists  in  maiiy  pariicul.ir  cbbcs  by  spec\a.\ /irMVi-^^'um.  The 
oLber  species  of  limited  parlnership  is  lh,it  l.nown  lo  the  French  law  under 
thenameof  (-tfwfWMnrf/'/fl,-  of  iliis,  which  in  England  is  entirely  unrecognised 
and  illegal,  I  shall  speak  presently. 

If  »  number  of  persons  choose  to  associate  for  carrying  on  any  opera- 
tion of  commerce  or  industry,  agreeing  among  Ihcmatlvtrs  ;ind  annouuc* 
ing  to  those  w'th  whom  tliey  deal  that  the  members  of  ihe  aiiocialion  do 
not  undertake  to  be  responsible  beyond  the  amount  of  the  subscribed 
capital  ;  is  there  any  reason  that  the  law  should  raise  objections  to  this 
proceeding,  and  should  impose  on  iheni  the  unlimited  respoiisibiltl.y  which 
they  disclaim?  For  whose  sake?  Not  for  that  of  the  partners  them- 
selves ;  for  it  is  they  whom  the  limitation  of  responsibility  benefits  and 
protects.  It  must  therefore  be  for  the  sake  of  tbird  parties;  namely, 
those  who  may  have  transactions  with  the  association,  and  lo  whom  it 
may  run  in  debt  beyond  what  the  subscribed  capital  suflices  to  pay.  ]iiit 
nobody  is  obliged  to  deal  with  the  association  ;  still  less  is  any  one 
obliged  to  g-ive  it  Linlimited  credit.  The  class  of  persons  with  whom  sncb 
associations  have  dealings  are  in  general  perfectly  capable  of  taking  care 
of  themselves,  and  there  seems  no  reason  that  the  law  should  be  more 
careful  of  their  interests  than  they  will  themselves  be ;  provided  no  false 
represemation  is  held  out,  and  they  are  aware  from  the  first  what  they 
have  to  trust  to,  The  law  is  warranted  in  requiring  frojn  all  joint-stock 
associations  with  limited  responsibility,  not  only  that  the  amount  of 
capital  on  which  they  profess  to  carry  on  business  should  either  be 
actually  paid  up  or  security  given  for  it  (if,  indeed,  with  complete 
publicity,  such  a  requirement  would  be  necessary)  but  also  that  such 
accounts  should  be  kept,  accessible  to  individuals,  and,  if  needful, 
published  to  the  world,  as  shall  render  it  possible  to  ascertain  at  any 
time  the  existing  slate  of  the  company's  affairs,  and  to  learn  whetlier  the 
capital  which  is  the  sole  security  for  the  engagements  intoivhich  they 
enter,  still  subsists  unimpaired  :  the  fidelity  of  such  accounts  being 
guaj-tied  by  sufficient  penalties.  When  the  law  has  thus  aflorded  to 
individuals  all  practicable  means  of  knowing  the  circumstances  which 
ought  to  enter  into  their  prudential  calculations  in  dealing  with  the 
con\pany,  there  seems  no  more  need  for  imerrering  with  individual 
judgment  in  this  son  of  transactions,  than  in  any  other  part  of  the  private 
DUsiness  of  life. 

The  reason  usuallj;  urged  for  such  interference  Js,  that  the  managers  of 
an  association  with  limited  responsibility,  not  risking  their  whole  fortunes 
in  the  event  of  loss,  while  in  case  of  gain  they  may  profit  largely,  urc  not 
sufficiently  interested  in  exercising  due  circumspection,  and  aie  under 
the  temptation  of  exposing  the  funds  of  the  association  to  imijtoper 
hazards.  Admitting  that  this  is  one  of  the  disadvantages  of  such 
associations,  it  is  a  consideratioji  of  more  importance  to  the  sliai-chnldcrii 
themselves  than  to  third  parlies  ;  since,  with  proper  securities  for  pub- 
licity, the  capital  of  the  association  could  not  be  ergaged  in  fanzards 
beyond  those  ordinarily  incident  to  the  business  it  carries  on,  without  Iho 
facts  being  known,  and  becoming  the  subject  of  comments  by  which  the 
credit  of  the  body  would  be  hkcly  to  be  affected  in  quite  as  great  a  degree 
as  the  circurnstanccs  would  justify.  If,  under  securities  for  publicity,  it 
were  found  in  practice  that  companies,  fonucd  on  the  principle  of 
unlimited  responsibility,  obtained,  with  equal  capital,  greater  credit, 
companies  with  limited  liability  would  be  imable  to  maintain  an  equal 
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competition  with  them  ;  and  would  therefore  mrcJy  be  formed,  iinlcst 
when  such  limitAlion  was  the  only  condiiion  on  which  the  necessary  nowMnt 
of  c.ipiT.-il  could  1>e  raised  ;  .ind  in  that  c.i<ie  it  would  be  very  unreasonable 
to  say  that  their  formation  ought  to  be  prevented. 

It  niay  further  be  remarked,  that  although,  with  equ.-iliiy  of  cnpiial,! 
company  of  limited  liability  offers  a  somewhat  le^s  security  to  those  nt» 
deal  with  it,  than  one  in  which  every  shareholder  is  responsible  with  ha 
whole  fortune,  yet  even  the  weaker  of  these  two  securities  >s  in  some 
res]>ctts  strnn};er  than  th.-it  which  an  individual  capitalist  can  afford.  In 
the  case  of  an  individual,  there  is  such  security  as  can  be  founded  on  his 
unlimited  li:ibiliiy,  but  not  that  derived  from  pubhcity  of  tran5actton&,or 
from  a  known  and  laryc  amount  of  paid-up  capita.1.  This  topic  is  wdB 
treated  in  an  able  paper  hy  M.  Coquclin,  published  in  ihc  '  Kevuc  del 
Deux  Mondcs'  for  July,  iSjJ* 

'  While  third  parties  who  trade  with  individuals,*  says  this  writer, 
'scarcely  ever  know,  except  hy  approximaiion.  and  even  that  most  vigw 
and  uncertain,  what  is  the  amount  of  rapilal  responsililc  for  ibe  per- 
formance of  contract*  made  with  them,  those  who  trade  with  a  /oa/ft 
anonyme  CATi  obtain  full  information  if  they  seek  it,  and  perforin  tlieir 
opcmlions  with  a  feeling  of  confidence  that  cannot  exist  in  the  other  rase. 
Again,  nothing  is  easier  than  for  an  iudividual  intclcr  to  conceal  ibc 
extent  of  his  engagements,  as  no  one  can  know  it  certainly  but  himself 
Even  his  confidential  clerk  may  be  ifninrant  of  it,  as  the  loans  be  finds 
himself  compelled  to  make  may  not  alt  l:c  of  a  ctjaractcr  lu  rc([uirc  (hat 
Ihcy  be  entered  in  his  day-book.  It  Is  a  secret  confined  to  himself;  one 
which  transpires  rarely,  and  ;iKvay5  slowly  ;  one  which  is  unvriled  oaly 
when  the  catastrophe  has  occurred.  On  the  contrary,  the  saci/W  anflttym 
neither  can  nor  ou^bt  to  borrow,  without  the  fact  becoming  known  to  all 
the  world— directors,  clerks,  shaieholdcrs,  and  the  public.  Its  operatioRs 
partake,  in  some  respects,  of  the  nature  of  those  of  governments.  TTw 
light  of  day  penetrates  in  every  direction,  and  there  c-in  be  no  secret* 
from  those  who  seek  for  infornation.  Thus  all  is  fixed,  recorded,  known, 
of  the  capital  and  debts  in  the  case  of  the  socu'U  anonytiie,  while  all  ii 
uncertain  and  unknown  in  the  caseof  the  individual  trader.  Which  ofthc 
two,  we  would  ask  ihc  raider,  presents  the  most  favourable  aspect,  or  the 
surest  guaraniee,  to  the  view  of  those  who  li-.ide  wilh  iheni  ? 

'Again,  availing  himself  of  ihc  obscurity  in  which  his  affairs  ait 
shrowled,  and  which  he  desires  to  increase,  the  private  trader  is  enabled, 
so  lon^  as  his  business  appears  prosperous,  to  prodacc  impressions  in 
regard  to  his  means  far  exceeding  the  reality,  and  thus  to  establish  a 
credit  not  justified  by  those  mciias.  When  fusses  occur,  and  he  sees 
himself  threatened  wiUi  bankriipicy,  the  woild  is  still  ignorant  of  his 
condition,  and  he  finds  himself  rn.-ihlcd  to  contract  dehls  Kir  beyond  the 
possibility  of  payment.  'I  he  fatal  d.iy  arrii'eSy  .ind  the  creditors  find  a 
debt  much  greater  than  had  been  anticipated,  while  the  means  of  payment 
arc  as  much  less.  E\'en  this  is  not  all.  The  same  obscurity  which  has 
served  him  so  well  thus  far,  when  desiring  to  magnify  his  capital  aixl 
increase  his  credit,  now  affords  him  the  opportunity  of  placing  a  part  of 
that  capital  beyond  the  reach  of  his  creditors.  It  becomes  diniini3h<^,  if 
pot  annihilated.    It  hides  itself,  and  not  even  legal  remedies,  nor  the 


•  The  quotation  is  from  n  Iranslalton  published  by  Mr.  H.  C.  Carey,  in 
Anictii;«n  petiudical,  Hunt's  *  Merchant's  Magazioe,'  fgr  Mny  nnd  June,  1845. 
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activity  of  creditors,  can  bring:  it  forth  from  the  dark  comers  in  which  it  is 
placed.  .  .  .  Our  readers  can  readily  detennire  for  themselves  if 
prticiices  of  this  kind  are  equally  easy  in  tlie  case  of  the  soci/ti  anonyme. 
We  do  not  doubt  thac  such  things  are  possible,  but  we  think  that  they 
wit]  agree  with  us  that  from  its  nature,  its  organizations,  and  the  necessary 
publicity  that  attends  aU  its  actions,  the  liabiUty  to  such  occurrences  is 
veiT  g^reatly  diminished.' 

The  laws  of  most  countries,  Englmid  included,  have  erred  in  a  twofold 
manner  with  regard  to  joint-stock  ronipnnies.  While  they  have  been 
most  itmeasonabiy  jealous  of  allowing  such  associations  to  exist,  especially 
with  limited  responsibility,  they  have  g^cnerally  neglected  the  enforcement 
of  publicity ;  the  best  security  to  the  public  against  any  danger  which 
might  arise  from  this  description  of  partnerships  ;  and  a  security  quite  as 
much  required  in  the  case  of  those  associations  of  (he  kind  in  question, 
which,  by  an  exception  from  their  general  practice,  they  sufiered  to  exist. 
Even  in  the  instance  of  the  Bank  of  England,  which  holds  a  monopoly 
from  the  legislamrcj  and  has  had  partial  control  over  a  matter  of  so  much 
public  interest  as  the  slate  of  the  circulating  medium,  it  is  only  within  these 
few  years  that  any  publicity  at  all  has  been  enforced  ;  and  the  publicity 
was  at  first  of  au  extremely  incomjilcle  character,  though  now,  for  moat 
practical  purposes,  probably  at  length  sufficient 

§  7.  The  other  kind  of  limited  partnership  which  demands  our  attention, 
is  that  in  which  the  managing  partner  or  partners  are  respiosible  with 
their  whole  fortmies  for  the  engs},^ements  of  the  conceni,  but  have  others 
associated  with  them  who  contribute  only  definite  sums,  and  are  not 
liable  for  anything  beyond,  though  they  participate  in  the  profits  according 
to  any  rule  which  may  be  agreed  on.  This  is  called  partnership  en 
ci>mmitn<(i(e\  and  the  partners  with  limited  liability  (to  whom,  by  the 
French  law,  all  interference  in  the  management  of  the  concern  is  inter- 
dicted) are  known  by  the  name  conirtiimiUtaires.  Such  paiinershlps  are 
not  permitted  by  English  law  :  whoever  shares  in  the  profits  is  liable  for 
the  debts,  to  as  plenary  an  extent  as  the  managing  partner. 

For  such  prohibition  no  rational  defence  has  ever,  so  far  as  I  am  aware, 
been  made.  Even  the  insufficient  reason  given  against  limiting  the  rc- 
sponsiljihly  of  shareholders  in  a  joint-stock  company  does  not  apply  here  j 
there  being  no  diminution  of  the  motives  to  circumspect  management, 
since  all  who  take  any  part  in  the  direction  of  the  concern  are  liable  with 
their  whole  fortunes.  To  third  parties,  again,  the  security  is  improved  by 
the  existence  of  commandite;  since  the  amount  subscribed  by  com- 
maiiditaires  is  all  of  it  available  to  creditors,  the  commandilaircs  losing 
tlieir  whole  investment  before  any  creditor  can  lose  anything;  while,  if 
instead  of  becoming  partners  to  that  amount,  they  had  lent  the  sum  at 
an  interest  equal  to  the  profit  they  derived  from  it,  they  would  have  shared 
with  the  other  creditors  in  the  residue  of  the  estate,  diminishing  f»v  rutn 
the  dividend  obtained  by  ail.  While  the  pi-acticc  df  commandite  thus 
conduces  to  the  interest  of  creditors,  it  is  often  highly  desirable  for  the 
contracting  parties  themselves.  The  managers  are  enabled  to  obtain  the 
aid  of  a  much  greater  amount  of  capital  than  they  could  borraw  un  their 
.own  security  ;  and  persons  arc  induced  to  aid  useful  undertakings,  by 
embarking  limited  portions  of  capital  in  them,  when  they  would  not,  and 
often  could  not  prudently,  have  risked  their  whole  forlunea  on  the  chances 
of  the  enterprise. 

It  may  perhaps  be  thought  thai  where  due  facilities  are  a.ficttA.-jA  vts. 
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joint-stock  companies,  commandite  partnerships  are  not  required, 

there  arc  classes  of  cases  to  which  the  commandite  principle  must  always 
be  belter  a:lapled  itiau  the  joinl-stock  principle.  'Suppose,'  says  NL 
Coquelin,  'an  inventor  seeking-  for  n  capital  lo  carry  his  invention  into 
pmrtice.  Tn  obtain  the  aid  of  capitalists,  ho  must  offer  them  a  share  of 
ihe  aniiclpated  benelit ;  they  must  associate  themselves  with  him  in  the 
chances  of  its  success.  In  such  a  case,  which  of  the  forms  would  he  select  i 
Not  a  common  partnership,  certainly  ;*  for  various  reasons,  and  especially 
because  it  wouM  often  be  very  ditiicult  to  find  a  partner  with  capita^ 
williiijf  lo  risk  his  whole  fortune  on  the  success  of  the  iuvcntioa. 
'  Neither  would  he  select  the  saar'/tf  lUtany/tu;'  or  any  other  fomi  of  joint- 
stock  company,  '  in  which  he  mifjht  be  superseded  as  manager.  He  •■•ouM 
stand,  in  such  an  association,  on  no  better  footing*  than  any  other  share- 
holder, and  he  mifjht  be  lost  in  the  crowd  ;  whcrciis,  the  association  exist- 
in];,  as  it  were,  by  and  for  him,  ihe  management  would  appear  to  belong'  to 
him  as  a  matter  of  right.  Cases  occur  m  which  a  merchant  or  a  manL-- 
^lurcr,  without  being  pi-ecisely  .in  inventor,  has  undeniable  claims  tu  llie 
manafrement  of  an  undenaking,  from  Ihe  possession  of  qualities  peculiarly 
calculated  to  promote  its  success.  So  great,  indeed,'  continues  U. 
Coquelin,  '  is  the  necessity,  in  many  cases,  for  the  limited  partnership, 
lint  it  is  dllViciiU  to  tonceLve  how  we  could  dispense  with  or  replace  it :' 
and  in  reference  to  his  awn  coimtry  he  is  proliahly  in  the  right 

Wliere  there  is  so  great  a  readiness  as  in  Kngland,  on  the  part  of  the 
public,  to  form  joint-stock  associations,  even  without  the  encouragement  of 
a  limitation  of  responsibiliiy.  commandite  parinciship,  though  its  nta- 
liihition  15  in  principle  quite  indefensible,  cannot  he  deemed  to  bc,  in  a 
merely  economical  point  of  view,  of  the  imperative  necessity  which  M. 
Coquelin  ascribes  to  it.  Yet  the  inconveniences  are  not  small,  wliich 
arise  indirectly  from  those  provisions  of  the  law  by  which  everyone  uho 
shares  in  the  profits  of  ii  concern  is  subject  to  the  fulUiabilities  of  an 
unlimited  partnership.  It  is  impossible  to  say  how  many  or  what  useful 
modes  of  cnmbLnarion  are  rendered  impracticable  by  this  st;ite  of  the  law- 
It  is  sufficient  for  its  condemnation  that,  unless  in  some  way  relaxed,  it  is 
inconsistent  with  the  sj'sicm  of  which  M.  Leclaire  has  set  so  useful  an 
example,  the  payment  of  wages  in  part  by  a  percentage  on  profits  ;  in 
other  words,  the  association  of  the  operatives  as  virtual  partners  with  the 
capitalist. 

It  is,  above  all,  with  reference  to  the  improvement  and  elevation  of  ibe 
woiking'  rl.is5C5  that  complete  freedom  in  the  conditions  of  partnership  is 
indispensable.  It  is  only  by  combinin^^  that  the  small  means  of  many 
can  be  on  anythinjf  like  an  equality  of  advantage  with  the  great  fortunci 
of  a  few.  'I'he  liberty  of  association  is  not  imiK)rtant  solely  for  its 
examples  of  success,  but  fully  as  much  as  for  the  sake  of  altcmpts  whici 
woukhiot  succeed  ;  but  by  their  failure  ii'ouM  give  instruction  more  im- 
pressive than  can  be  afforded  by  anything  short  of  actual  experience. 
Every  theory  of  social  improvement,  the  worth  of  which  is  capable  of 
bcinif  brought  to  an  experimental  test,  should  be  permitted,  and  even  en- 
counigcd,  to  submit  itself  to  that  test.  From  such  experiments  ihc  aspir 
ing  among  the  working  classes  would  derive  lessons  which  ihcy  would  1« 
slow  to  learn  from  the  teaching  of  persons  supposed  to  have  inlriests 
and  prejudices  adverse  to  their  good  ;  and  would  discover,  at  no  cost  lo 
society,  the  limits  of  the  practical  worth  of  their  ideas  of  social  regencra- 
;ionf  as  applicable  to  the  ^re^vil  %\i>%z  of  human  advancemQnt, 
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The  French  law  of  partnersUp  is  superior  to  the  EiiRltsh  in  peraiiuing 
comcnaodite  ;  and  superior,  in  h;\ving  no  such  unmanageable  insHument 
as  the  Court  of  Chancery,  all  cases  arising  from  commercial  transactions 
being- adjudicated  in  a  comparatively  cheap  and  expeditious  manner  by  a 
tribunal  of  merchants.  In  other  respects  the  French  system  is  far  worse 
than  the  English.  A  company  with  limited  responsibility  cannot  be 
ibrnied  without  the  express  aiithonzatioii  of  ihe  deparlnient  of  govern- 
ment called  the  ConsciV  d'Efnt^  a  body  of  administrators, generally  entire 
strangers  to  industrial  transactions^  who  have  no  interest  in  promoting 
enterprises,  and  are  apt  to  think  that  the  purpose  of  their  institution  is  to 
restrain  them  ;  i;i'hosc  consent  cannot  in  any  case  be  obtained  ivithont  an 
amount  of  time  and  labour  which  is  a  very  serious  hintlrance  to  the  cotn- 
mencemetit  of  an  enterprise,  while  the  extreme  uncertainty  of  obtaining 
that  consent  al  all  is  a  great  discocr.i£;ement  to  capilalists  who  would  be 
williny  to  subscribe.  In  regard  lo  joint-stock  companies  without  hmita- 
tion  of  responsibility,  which  in  England  exist  in  sucli  numbers,  and  are 
^formed  with  such  facility,  as  to  reduce  (in  a  merely  economical  point  of 
view)  the  jealousy  which  the  law  entertains  of  the  principle  of  limitation 
to  tlie  mnk  of  a  very  minor  inconvenience,  such  associations  cannot,  in 
France,  exist  at  aU  ;  for,  in  cases  of  unlimited  pannership,  the  French 
law  does  not  pemiit  the  division  of  the  capital  imo  transferable  shares. 

The  best  existing  laws  of  pannership  appear  to  he  those  of  the  New 
England  States.  According  to  Mr.  Carey,*  'nowhere  is  association  so 
hltle  trammelled  by  regulations  as  in  New  England  ;  the  consequence  of 
which  is,  that  it  is  earned  to  a  greater  extent  there,  and  particularly  in 
Massachusells  and  Rhode  Island,  than  in  miy  other  part  of  the  world. 
In  these  states,  the  soil  is  covered  with  ctmipngnics  rtwowj-wcr— chartered 
companies — for  almost  every  conceivable  purpose.  Every  town  is  a  cor- 
poration for  the  management  of  its  roads,  bridges  and  schools  ;  which 
are,  therefore^  under  the  direct  control  of  those  who  pay  for  1  hem,  and 
are  consequently  well  managed.  Academies  and  churches,  lyceums  and 
libraries,  saving-fund  societies,  and  trust  companies,  exist  in  numbei-s  pro- 
portioned to  the  wants  of  the  people,  and  all  arc  corporations.  Every 
district  has  its  local  bank,  of  a  size  to  suit  its  wants,  the  stock  of  which  is 
owned  by  the  small  capitalists  of  the  neighbourhood,  and  managed  by 
themselves  ;  the  conse<iitence  of  which  is,  that  in  no  pan  of  the  world  is 
the  system  of  banking  so  perfect — so  hltle  liable  to  vibration  in  the 
amount  of  loans — the  necessary  effect  of  which  is,  that  in  none  is  the 
value  of  property  so  little  alTecled  by  changes  in  the  amount  or  value 
of  tlie  cturency  resulting  from  the  movements  of  ihdr  oicn  banl%ing 
institutions.  In  the  Iwo  stales  to  which  we  have  particularly  referred, 
they  are  almost  two  hundred  in  number,  Massachusetts,  alone,  offers  to 
rurview  fifiy-three  insurance  offices,  of  various  forms,  scattered  through 
the  state,  and  all  incorporated.  Factories  are  Jncorporakd,  atidare  owned 
in  shares;  and  nrry  ofie  thai  hits  atiy  part  in  ihe  managtmcni  of  their 
concerns,  from  the  purchase  of  the  raw  material  lo  the  sale  of  the  manu- 
factured article, />  s^t"/ ow/zfry  while  every  one  employed  in  them  has 
a  prospect  of  becoming  one,  by  the  use  of  prudence,  exertion,  and 
economy.  Charitable  assacialions  exist  in  lai-ge  numbers,  and  all  are  in- 
corporated. Fishing  vessels  are  tnvned  in  shares  by  those  who  navigate 
jhem  ;  and  ihe  sailors  of  a  whaling  ship  depend  in  a  great  degree,  if  not 

-'  In  a  note  appended  to  his  transUlion  of  M.  CtKiuclin's  paper. 
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altogetI>er,  upon  /At  success  of  ike  voyage  for  their  compensation.     Even 
master  of  n  vessel,  trading  in  the  Southern  Occar^  is  a  part  owner,  and 

tlie  interest  he  possesses  is  a  strong  i  tiducemetit  to  exetlion  and  economy, 
by  aid  of  which  the  people  of  New  England  arc  rapidly  driving  out  t'te 
competition  of  other  nations  for  the  inide  of  that  part  of  the  woiW. 
Wherever  settled,  they  exhibit  the  same  tendency  to  combination  ol 
action.  In  New  York  they  are  ihc  chief  owners  of  tke  lines  of  paekei 
sAifis,  which  are  Hivitied  into  shares,  oictud  by  the  shipbuilders^  th 
uterch'tnis,  the  master^  ami  the  maies;  which  last  generally  acquire 
means  of  becoming  ihcniselves  masters,  and  lo  this  is  due  their  gi 
success.  Tlie  system  is  the  most  perfectly  democratic  of  any  in  the  woild- 
Jt  tiffiirds  ta  n<ery  labourer,  every  sailor,  every  operative,  JitaU  or  female^ 
the  pro f peel  of  advancement;  and  its  results  arc  precisely  such  as  we 
should  have  reason  to  expect,  in  no  part  of  the  world  arc  talent,  in- 
dustry, n,nd  prudence,  so  certain  to  be  largely  rewarded.' 

To  this  slate  might  England  .ilso  be  brought,  but  not  without  giving 
the  same  plenitude  of  liberty  to  voluntary  associations.  TTie  cases  of  in- 
solvency and  fraud  on  the  part  of  cluirtered  companies  in  America,  which 
have  caused  so  much  loss  and  so  much  scandal  in  Europe,  did  not  occur 
in  tlie  part  of  the  Union  to  which  this  extract  refers,  but  in  ulhcr  States, 
in  which  the  right  of  associating  is  much  more  fettered  by  legal 
Tcstrictions,  and  m  whicli,  accordingly,  joint-slock  assoclitions  arc  not 
conipai-able  in  number  or  variety  to  those  of  New  England.  Str.  Carey 
adds,  '  A  careful  examination  of  the  systems  of  the  several  states,  can 
scarcely,  wc  thinic,  fail  to  convince  the  reader  of  the  advantage  resulting 
from  [jcrmittiug  men  to  determine  among  themselves  the  terms  upon 
which  they  will  associate,  and  allowing  the  associations  that  may  be 
formed  to  contract  witli  the  i^ublic  as  to  the  terms  upon  which  they  ivill  trade 
together,  whether  of  the  limited  or  unlimited  liability  of  the  partners  ;'  and 
I  concur  in  thinking  that  to  this  conclusion,  science  and  lc|;islalioD 
must  ulliinately  come. 

§  8.  I  proceed  to  the  subject  of  Insolvency  Laws, 

Good  laws  on  this  subject  are  important,  first  and  principally,  on  the 
score  of  public  morals  ;  which  are  on  no  point  more  under  the  influeitce 
of  the  law,  for  good  and  evil,  than  in  a  matter  belonging  so  pre- 
eminently to  the  province  of  law  as  the  preservation  of  pecuniary 
integrity.  Hut  the  subject  is  also,  in  a  merely  economical  point  of  view, 
of  great  importance.  First,  because  the  cconoinical  welMjeinjf  of  a 
people,  and  of  mankind,  depends  in  an  especial  manner  upon  their  bcinj; 
able  to  trust  each  other's  engagement.  Secondly',  because  one  of  the 
risks,  or  expenses,  of  industrial  operations  is  the  risk  or  expense  of  what 
are  commonly  called  bad  debts,  and  every  saving  which  can  be  cflected 
)[)  this  liability  is  a  diminution  of  cost  of  production  ;  by  dispensing  with 
an  item  of  outlay  which  in  no  way  conduces  lo  the  desired  end,  and 
which  must  be  paid  for  either  by  the  consumer  of  the  commodity, 
or  from  the  general  profits  of  capital,  according  as  the  burthen  is  peculiar 
or  general. 

The  laws  and  practice  of  nations  on  this  subject  have  almost  always 
been  in  extremes.  The  ancient  laws  of  most  countries  have  been  all 
severity  to  the  debtor.  They  have  invested  the  creditor  with  a  power  of 
rocrcion,  more  or  less  tyrannical,  whicli  he  might  use  against  his  insolvent 
debtor,  either  to  extort  the  surrender  of  hidden  property,  or  to  obtain 
satisiiiclivn  of  a  vindictive  character,  whicti  might  coi^aolc  hint  for  the 
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non-payment  of  the  debt.  This  arbitrary  power  has  extended  in  somo 
counlries,  to  making  the  insolvent  debtor  serve  the  creditor  as  his  slave  ; 
in  which  plan  there  were  some  grains  ot  common  sense,  since  it  nriight 
possibly  be  regarded  as  a  scheme  for  making  him  wr>rk  out  the  debt  by  his 
labour.  In  Kngland,  the  coercion  assumed  the  jnilder  form  of  ordinary 
impiisonraent.  The  one  and  the  other  were  the  barbarous  expedients  of 
a  rude  age,  repugnant  to  jCislice  as  well  as  to  humanity.  Unfortunately 
[he  reform  of  them,  like  that  of  the  ■criminal  law  generally,  has  been 
taken  in  hand  as  an  affair  of  humanity  only,  not  of  justice :  and  the 
modish  humanity  of  the  present  time,  which  is  essentially  a  thing  of 
one  ide.i  (and  is  indeed  little  better  than  a  timid  shrinking"  from  the 
infliction  of  anythinfr  like  pain,  next  neighbour  to  the  cowardice  which 
shrinks  from  neces&iiry  endurance  of  h%  has  in  this,  as  in  other  cases, 
gone  into  a  violent  reaction  against  the  ancient  severity,  and  sees  in  the 
fact  of  having  lost  or  squandered  other  people's  property  a  peculiar  title 
[o  indulgence.  Everything  in  the  taw  which  attached  disagreeable 
consequences  to  that  fact,  has  been  gradually  relaxed,  and  much  of  it  en- 
tirely got  rid  of.  Because  insolvency  was  formerly  treated  as  if  it 
were  nece&sarily  a  crime,  everything  is  nov/  done  to  tnake  it,  if  possible, 
not  even  a  misforline. 

The  indui^'^ence  of  the  present  laws  to  those  who  have  made  themselves 
unalile  to  pay  their  just  debts,  is  usually  defended  on  tlie  plea  that  ihe 
sole  object  of  the  law  should  be,  in  case  of  insolvency,  not  to  coerce 
the  person  of  the  debtor,  but  to  get  at  his  property,  and  distribute  it  fairly 
among  the  creditors.  Assuming  that  this  is  and  ought  to  be  the  sole 
object,  that  object,  in  the  present  stale  of  ihe;  law,  is  not  attained.  Im- 
prisonment at  the  discretion  of  a  creditor  was  really  a  powerful  engine  for 
extracting  from  the  debtor  any  prnperty  which  he  had  concealed  or 
otherwise  made  away  wllh.  In  depriving  creditors  of  this  instrument,  the 
law  has  not  furnished  them,  with  any  sufficient  equivalent.  And  it 
is  seldom  difficult  for  a  dishonest  debtor,  by  an  nnderst-inding  with  one 
or  more  of  his  creditors,  or  by  means  of  pretended  creditors  set  up  for  the 
purpose,  to  abstract  a  part,  perhaps  the  greatest  part,  of  his  assets,  from 
the  general  fund,  through  the  fonns  of  the  law  itself.  The  facility  and 
frequency  of  such  frauds  are  a  subject  of  much  complaint^  and  their 
prevention  demands  a  vigorous  effort  of  the  legislature,  under  the 
guidance  of  judicious  persons  practically  conversant  with  the  subject. 

iJut  (he  doctrine  that  the  law  has  done  ail  that  ought  to  be  expected 
from  it,  when  it  has  put  the  creditors  in  the  possession  of  the  property  of 
an  insolvent,  is  in  itself  a  totally  inadmissible  piece  of  spurious  humanity. 
It  is  the  business  of  law  to  prevent  wrong-doing,  and  not  simply  to 
to  patch  up  the  consequences  of  it  when  it  has  been  committed.  The  law 
is  bound  to  take  care  that  insolvency  shall  not  be  a  gond  pecuniary 
speculation  ;  that  men  shall  not  have  the  privilege  of  hazardmg  other 
people's  property  without  their  knowledge  or  consent,  taking  the  profits  of 
the  enterprise  if  it  is  successful,  and  if  it  fails,  throwing  the  loss  upon  the 
lawful  owners;  that  they  shall  not  find  it  answer  to  make  themselves 
unable  to  pay  their  just  debts,  by  spending  the  money  of  their  creditors 
in  personal  indulgence.  The  humanitarians  do  not  deny  that  what 
is  tcclinically  called  fraudulent  bankruptcy,  the  false  pretence  of  inability 
to  pay,  may  reasonably,  when  detected,  be  subject  to  punishment.  Hut 
does  it  follow  that  insolvency  is  not  the  consequence  of  misconduct 
because  the  inability  to  pay  may  be  real?    If  a  man  has  heea  ^i^-^t.^ 
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Ihrift,  or  a  gambler,  with  property  on  which  his  creditor  had  a  prior  claim, 
shall  he  pass  scot-free  because  the  niisrhief  is  consumm.ited  and  the 
money  gone  ?  Is  there  any  very  material  dirt'erence  between  this 
conduct,  and  those  other  kinds  of  dishonesty  which  go  by  the  names  of 
fraud  and  etnbcizlcmcTit  ? 

Such  cases  are  not  a  minority,  but  a  large  tnajorjty  among  hisoIvetKies- 
The  statistics  of  bankruptcy  prove  the  fact.  '  By  far  the  yre.iicr  part  erf 
all  insoU-encies  arise  fmin  notorious  misconduct ;  the  proceedings  of  the 
Insolvent  Debtors  Court  and  of  the  Bankruptcy  Court  will  prove  it 
Excessive  and  unjustifiable  overtrnding,  or  most  absurd  speculation  is 
commodities,  merely  because  the  poor  speculator  "thouR;ht  they  wouU 
};cC  up,"  but  M-liy  he  thought  so  he  cannot  tell ;  speculations  in  hops,  in 
tea,  in  slik,  m  corn— things  with  which  he  is  altogether  unacquainted; 
wild  and  absurd  investments  in  foreign  fuitds,  or  in  joint-stocks  :  these 
are  among  the  most  innocent  causes  of  bankruptcy.**  The  experienced 
and  intelligent  writer  from  whom  I  quote,  corroborates  his  assertion  by 
ihe  tesiiinony  of  several  of  (he  ofiicial  assignees  of  the  Bankruptcy  Court 
One  of  chcm  says,  'As  far  as  I  can  collect  from  the  books  and  document! 
furnished  by  the  bankrupts,  it  seems  to  mc  that '  in  (he  whole  number  of 
cases  which  occurred  duriiif;  a  given,  time  in  l]ic  court  to  which  he  xm 
attached,  'fmirceen  have  been  ruined  by  speculations  in  things  with  which 
they  were  unacquainted  ;  three  by  neglected  book-keeping  ;  ten  by  trading 
beyond  their  capital  and  means,  and  the  consequent  loss  ant!  expense 
of  acconimudat  inn -bills  ;  forty-nine  by  expending  more  than  they  could 
reasonably  hope  their  profits  would  be,  though  their  business  yielded  A 
fair  return  ;  none  by  any  general  distress,  or  the  falling  off  of  any  par* 
ticular  branch  of  trade.'  Another  of  these  officers  says,  'The  new  Court 
has  been  open  upwards  of  eighteen  months,  during  which  period  fifty-two 
cases  of  bankruptcy  have  came  under  my  care.  It  is  my  opinion  thai 
thirty-two  of  these  hnve  arisen  from  an  imprudent  expenditure,  and  five 
partly  from  that  cause,  and  partly  from  a  pressure  on  the  business  in 
which  the  bankinpls  were  employed.  Fifteen  I  atlrihute  to  improvident 
spccutatLODS,  combined  in  many  instances  with  an  extravagant  mode  of 
life.' 

To  these  citations  the  author  adds  the  following  statements  from  his 
persona!  means  of  knowledge,  which  are  considerable.  'Many  insol- 
vencies are  produced  by  tradesmen's  indolence  ;  they  keep  no  books,  or 
at  least  imperfect  ones,  which  they  never  babince  ;  they  never  take  stock; 
they  employ  servants,  if  iheir  trade  be  extensive,  whom  they  are  too 
indolent  even  to  supervise,  and  then  become  insolvent.  It  is  not  too 
much  to  say  tliat  one-half  of  all  the  persons  engaged  in  trade,  even  in 
London,  never  take  stock  at  all  :  they  go  on  year  after  year  without 
knowing  how  their  affairs  stand,  and  at  last,  tike  the  child  at  school,  they 
find,  to  their  surprise,  but  one  halfpenny  left  in  their  pocket.  1  will  venture 
to  say  that  not  one-fourth  of  all  the  persons  in  the  provinces,  either  manu- 
facturers, tradesmen,  or  farmers,  ever  take  stack  ;  nor  in  fact  docs  ooe- 
half  of  them  ever  keep  account-bo oks^  deserving  any  other  n.imc  than 
memorandum  books.  I  know  sufiicient  of  the  concerns  of  five  hundred 
small  tradcMnen  in  the  provinces,  lo  be  enabled  to  say,  that  not  onc-jiftft 
of  them  ever  take  stock,  or  keep  even  the  most  ordimiry  accounts.     |  am 

*  Ffom  ft  volume  published  in  1845,  entitled,  *  Credit  the  Life  orComm«c&' 
hy  Mr.  J.  If.  EUiotl.  ^ 
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prepared  to  say  of  such  tradesmen,  from  carefully-prepared  tables,  giving 
every  advantage  where  there  has  been  any  doubt  as  to  the  causes  of  their 
insolvency,  tliat  where  nine  happen  from  extravagance  or  dishonesty^ 
one'  at  most  *  may  be  referred  to  misfortune  alone.'* 

Is  it  rational  to  expect  among  the  trading  classes  any  high  sense  of 
justice,  honour,  or  integrity,  when  the  law  enables  men  who  act  in  this 
manner  to  shpiHe  off  the  consequences  of  their  misconduct  upon  those 
who  have  been  50  unfortunate  as  to  trust  them  ;  and  practically  proclaims 
that  it  looks  upon  insolvency  thus  produced  as  a  'misfortune,'  not  an 
offence? 

li  IS,  of  course,  not  denied,  that  insolvencies  do  arise  from  causes 
beyond  the  control  of  the  debtor,  and  that,  in  many  more  cases,  his 
culpability  is  not  of  a  high  order  ;  and  the  law  ought  to  make  a  distinction 
lu  favour  of  such  cases,  but  not  without  a  searching  investigation  ;  nor  should 
the  case  ever  be  let  go  without  having  ascertained,  in  the  most  complete 
manner  practicable,  not  the  fact  of  insolvency  only,  but  the  cause  of  it. 
To  have  been  trusted  with  money  or  money's  wonh,  and  to  have  lost  or 
spent  it,  is  primti  fade  evidence  of  something  wrong:  and  it  is  not  for 
the  creditor  to  prove,  which  he  cannot  do  in  one  case  cut  of  ten,  that 
there  has  been  criminality,  but  for  the  debtor  to  rebut  tlie  presumption,  by 
laying  open  the  whole  stale  of  his  affairs,  and  showing  either  that  there 
has  been  no  misconduct,  or  that  the  misconduct  has  been  of  an  excusable 
kind.  If  he  fail  in  ihis,  he  ought  never  to  be  dismissed  without  a  punish- 
ment proportioned  to  the  degree  of  blame  which  seems  itistly  imputable 
to  him  ;  which  punislinient,  however,  nright  be  shortened  or  mitigated  in 
proportion  as  he  appealed  likely  to  exett  himself  in  repairing  the  injury 
done. 

It  is  a  common  argument  with  those  who  approve  a  relaxed  system  of 
insolvency  laws,  that  credit,  except  in  the  great  oijcrations  of  commerce, 
is  an  evil ;  and  that  to  deprive  creditors  of  legal  redress  is  a  judicious 
means  of  preventing  credit  from  being  given.  That  which  is  given  by 
retail  dealers  to  unproductive  consumers  is,  no  doubt,  to  the  excess  to 
which  it  is  carried,  a  considerable  cviL  This,  however,  is  only  true  <rf 
large,  and  especially  of  long,  credits  ;  for  there  is  credit  whenever  goods 
are  not  paid  for  before  they  quit  the  shop,  or,  at  least,  the  custody  of  the 
seller;  and  there  would  be  much  inconvenience  in  putting  an  end  10  this 
sort  of  credit,  liut  a  large  proportion  of  the  debts  on  which  insolvency 
I.IWS  take  effect,  are  those  due  by  small  tradesmen  to  the  dealers  who 
supply  them  :  and  on  no  class  of  debts  docs  the  demoralization  occasioned 
by  the  present  stale  of  the  law,  operate  moi*e  perniciously.  These  are 
commercial  credits,  which  no  one  wishes  to  see  curtailed  ;  their  existence 
is  of  great  im[»rtance  to  the  general  industry  of  the  country,  and  to 
numbers  of  honest,  well-conducted  persons  of  small  means,  to  whom  it 
would  be  a  grievous  injury  that  they  should  he  prevented  from  obtaining 
the  accommodation  they  need,  and  would  not  abuse,  tlirough  the  omis- 
sion of  the  law  10  provide  just  remedies  against  dishonest  or  reckless 
borrowers. 

But  although  it  were  granted  that  retail  transactions,  on  any  footing 
but  that  of  ready-money  payment,  are  an  evil,  and  their  entire  siippiession 
a  fit  object  for  legislation  to  aim  at ;  a  worse  mode  of  compassing  that 
object  cotild  scarcely  be  invented,  than  to  permit  those  who  have  been 


trusted  by  others  to  ch«at  and  rob  them  with  impunity.  The  law  does 
not  select  the  vices  of  mankind  as  the  appropriate  instrument  for  inflictiiu 
cluutisement  on  the  comparatively  innocent :  when  it  seeks  to  discouragt 
nny  course  of  action,  it  docs  so  by  apptyini;  inducements  of  its  OK-n,  noi 
by  outlawing  those  who  act  in  the  miinner  it  deems  objectionable,  aad 
letting  loose  the  predatory  instincts  of  the  worthless  part  of  mankind  lo 
feed  upon  them.  If  a  m,in  has  committed  murder,  the  law  puts  him  lo 
death  ;  but  it  does  not  promise  impunity  to  anybody  who  may  kill  bim 
for  the  s.iike  of  taking  his  purse.  The  offence  of  believing  anotbef'f 
word,  even  rashly,  is  not  so  heinous  that,  for  the  sake  of  discouragin; 
it,  the  spectacle  should  be  brouxht  home  to  every  door,  of  triun)]:^! 
rascality,  with  the  law  on  its  siije,  mocking  the  victims  it  has  made. 
This  peslllenl  example  is  already  very  widely  exhibited  since  the  relan* 
(ion  01  the  insolvency  laws.  It  is  idle  to  expect  that,  even  by  absotuidf 
depriving  creditors  of  all  ]eg:al  redress,  the  kind  of  credit  which  is  can- 
sidei-ed  objcciionable  would  really  be  very  much  checked.  Kog-ues  ami 
swindlers  are  still  an  exception  among  mankind,  and  people  will  go  OQ 
trusting  each  other's  promises.  Larg'C  dealers,  in  abundant  business 
would  refuse  credit,  as  many  of  them  already  do:  but  in  the  eager 
competition  of  a  gieal  town,  what  can  be  expected  from  the  tradesman 
to  %vhom  a  single  customer  is  of  importance,  the  beginner,  perhaps,  who 
is  striving  to  get  into  business?  i^ie  will  lake  the  risk,  even  if  it  were 
still  greater  ;  he  is  ruined  if  he  cannot  sell  his  goods,  and  he  can  bat  be 
ruined  if  he  is  defrauded.  Mor  does  it  avail  to  say,  that  he  ought  to 
mnke  proper  inquiries,  and  ascertain  the  character  of  those  to  whom  be 
supplies  goods  uii  trust.  In  some  of  the  most  flagrant  cases  of  proflijjate 
debtors  which  have  come  before  the  Bankruptcy  Court,  the  sn'indlcr 
been. able  to  give,  and  had  given,  excellent  references.* 


•  The  following  extr.icts  from  the  French  Code  dc  Coitimcrco,  (the  translatiot 
IS  Ihat  of  Mr.  F'ancJ  show  the  grcit  cMeat  to  which  the  just  (lisiinclions  arenmikb 
nnil  ihc  imjiier  invcstii^oliotis  [Hovideil  for,  hy  French  law.    Tlie  word  fian^iut 
which  can  only  he  tranalalcil  by  bankniplcy,  is,  however,  confined  in   Frani 
(ti'ptihU  insolvency,  which  is  dlsiinguisheil  into  simpU  bankruptcy  anil  /rau4i 
lunkniplcy.     The  foUowlng  nre  cases  of  simple  btinkniplcy  : — 

•  Every  insolvent  who,  in  the  investigation  of  his  affairs,  shall  appe^  ch»rccaUt 
wiih  one  or  more  of  the  following  offences,  ghoLI  be  pioceedei]  ngainst  as  a  sunplt 
b:inkiiipl. 

'  If  tiis  house  expenses,  which  he  is  bound  to  enter  [egiihily  in  his  day-bock, 
appear  excessive. 

'  If  he  has  spent  considetablc  sums  at  play,  or  in  operations  of  pure  h-iiard. 

'If  it  shflU  appear  thai  he  has  borrowcil  Inrgely,  m  resiihl  merchandize  atl 
losi,  or  l>elow  the  current  price,  softer  it  appeared  by  liis  last  account-inking  thil 
h'S  tiebta  exceeded  his  asscis  by  une-half. 

'  If  he  has  issued  negotiable  securities  to  three  times  the  amount  of  his  ftvaiUJt 
nssc's,  accardirR  to  his  last  account-taking. 

'  The  friUw.vitig  mixy  also  he  proceeded  ngain?!  as  simple  b.mknipts  :-^ 

'  He  who  has  not  d'eclarcd  his  own  insolvency  in  the  mrtrner  prescribed  liy  bw: 

'  He  wlio  has  not  come  In  nnd  stitrenileted  within  the  time  Uaiited,  having  M 
legitimate  excuse  for  his  nhscnci: : 

'He  whn  cither  proiluces  no  honks  at  all,  or  produces  such  a^  have  been 
Irregtibrly  kept,  and  this  although  the  irregularities  may  not  indicate  fraud.' 

The  penally  for  'sjm|»le  luttkrjplcy '  is  imprisonment  for  a  tt-rn>  uf  not  lew 
than  one  ntonth,  nor  mme  than  two  years,  Tha  following  are  cases  of  fraurlulent 
injjknjptcy,  of  which  the  punishmen'.  ig  trapatix  fcrdi  (ihc  galleys)  for  a  term:  — 


OF  INTERFEREKCES  OF  GOVERNMENT  GROUNDED  ON  ERRONEOUS 

THEORIES. 

§  I.  From  the  necessary  functions  of  govemnient,  and  the  cffcrls 
produced  on  the  economical  iiitcresls  of  society  by  their  good  or  111  dis- 
charge, we  piQcecd  to  the  functions  which  belong  lo  what  I  have  Cejnicd, 
for  wnnt  of  a  better  designation,  ihe  opiional  class  ;  those  which  are 
sotiietimes  assumed  by  governments  and  someiimes  not,  and  which  it  is 
not  unanimously  admit(ed  that  they  ought  to  exercise. 

Heforc  entering  on  the  general  principles  of  the  question,  it  will  be 
advisable  to  clear  from  our  path  all  those  cases  in  nhich  government 
interference  works  ill,  because  grounded  on  false  views  of  the  siil»jcct 
interfered  with.  Such  cases  have  no  connexion  wilh  any  theory  respect- 
ing the  proper  limits  of  interference.  There  are  some  things  with  which 
governments  ought  not  to  meddle,  and  other  things  with  which  they 
oiight  ;  but  whether  right  or  wrong  in  itself,  the  interference  must  work 
for  ill,  if  government,  not  understanding  the  subject  which  it  meddles 
with,  meddles  to  bring  about  a  result  which  would  be  mischievous.  We 
will  therefore  begin  by  passing  in  review  various  false  theories,  which 
have  from  lime  id  time  formed  the  ground  of  acts  of  government  more  or 
less  economically  injurious. 

Former  writers  on  political  economy  have  found  it  needful  lo  devote 
much  trwuble  and  space  lo  this  department  of  their  subject.  It  has  now 
happily  become  possible,  at  least  in  our  own  country,  greatly  lo  abridge 
this  purely  negative  part  of  our  discussions.  The  false  theories  of 
political  economy  which  have  done  so  much  mischief  in  times  past,  are 
entirely  discredited  among  all  who  have  not  lagged  behind  the  general 
progress  of  Opinion  ;  and  a  few  of  the  enactments  which  were  once 
grounded  on  those  theories  still  help  to  deform  the  statute-book.  As  the 
principles,  on  which  their  condemnation  rests,  have  been  fidly  set  forth  in 
other  parts  of  this  treatise,  wc  may  here  content  ourselves  wilh  a  few  hriief 
indicaiions. 


I 


*  If  he  has  attempted  lo  account  for  his  property  by  fictitious  eapeoses  and  tosses, 
C1T  iChe  -does  not  fully  account  for  all  his  receipts  : 

'  If  he  has  fraudulently  concealeil  nny  sura  of  money  or  aoy  debt  due  lO  him,  or 

any  nicrchindiic  or  other  moveables  : 

'  If  he  has  made  fcaudutent  siites  or  Rifls  of  his  properly  : 

'  If  he  has  allowed  fict]tious  debts  Id  be  proved  against  his  estate  : 

'  If  he  has  been  entrusted  with  propciiy,  cither  merely  to  keep,  or  with  special 

directions  as  to  its  use,  and  has  nevertheless  apprnpitateil  it  lo  his  own  use  :'  (for 

fiuih  acts  of  peculation  by  trustees  there  is  generally  in  Engianti  only  a  civil  (aticcly, 

unci  that  too  through  the  Court  of  Chancery  :) 

'  If  he  has  purchn&cd  teal  properly  in  a  borrowed  naiDe: 
'  If  he  has  concealed  his  books. 

*  Tfie  following  Miiry  also  he  proccwletl  agaiiKl  in  n  Mndlai  Wny  : — 

*  He  who  bas  not  kept  books,  or  whose  book&  shall  not  exhibit  his  real  ciluation 
as  regards  his  debts  and  credits. 

He  who,  having  obtained  a  prolcction  {.sou/'Condttil),  shall  not  hive  duly 
Bttetidetl. 

'I  hcse  vnrious  provisions  relate  only  lo  commeTcial  irsolvcncy.  The  laws  in 
regiVid  to  ordinary  debts  arc  cotuidcrably  moiK  rigotous  to  the  dcbiorr 
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Of  these  false  theories,  the  most  notable  is  the  doctrine  of  Protection  tn 
Native  Industry;  a  phrase  meaning  the  prohibition,  or  the  discourage- 
ment by  heavy  duties,  of  such  foreign  commodities  are  as  capable  of  beinj 
produced  at  home.  If  the  theory  involved  in  this  system  had  been 
correct,  the  practical  conclusions  grounded  on  it  would  not  have  Iieen 
unreasonnble.  The  theory  was,  that  to  buy  things  produced  at  home  was 
a  narional  benefit,  and  the  introduction  of  foreign  commodities  generally 
a  national  loss.  It  being  at  the  same  time  evident  that  the  interest  oi\\\t 
consumer  is  to  buy  foreign  commodities  in  preference  to  domestic  when- 
e\*cr  ihcy  are  cither  cheaper  or  better,  the  interest  of  the  consumer 
appeared  in  this  respect  to  lie  contrary  to  the  public  interest  :  lie  was 
certain,  if  left  (o  his  own  inclinations,  lo  do  what  according  to  the  theory 
was  injurious  lo  the  public. 

It  was  shown,  however,  in  our  analysis  of  the  effects  of  iniemationa! 
trade,  as  it  had  often  been  shon-n  by  former  writers,  that  the  importation 
of  foreign  commodities,  in  the  common  course  of  traffic,  never  lakes 
place,  except  when  it  is,  economically  speaking,  a  national  good,  by 
causing  llic  same  amount  of  commodities  to  be  obtained  at  a  smaller  cost 
of  labour  and  capital  to  the  country.  To  prohibit,  therefore,  this  impor- 
lation,  or  impose  duties  which  prevent  it,  is  to  i-ender  the  labour  and 
capital  of  the  country  less  efiicient  in  production  than  they  would  otlwr- 
ftise  be  ;  and  compel  a  waste,  of  the  ditTercnce  between  the  labour  and 
capital  necessary  for  tlie  home  production  of  the  commodity,  and  that 
which  is  requited  for  producing  the  things  with  which  iican  be  purchased 
from  abroad.  The  amouni  of  national  loss  thus  occasioned  is  tucasured 
by  the  excess  of  the  price  at  wliich  the  commodity  is  produced,  over  thai 
nt  which  it  could  be  imported.  In  the  ca^e  of  inantifacturcd  Roods, 
the  whole  difference  between  the  two  prices  is  absorbed  in  indcinnifyinj; 
the  producers  for  ivasie  of  labour,  or*of  the  capital  which  supports  ihii 
labour.  Those  who  arc  supposed  to  be  benefited,  namely,  the  niaheri  of 
the  protected  anicles,  (unless  ihcy  form  an  exclusive  company,  and  li.iif 
n  monopoly  against  their  own  counln,men  as  well  as  ngamst  forcigner&i 
do  not  obtain  higher  profits  than  other  pe!)pte.  AH  is  sheer  loss,  to  the 
country  as  well  as  to  the  consumer.  When  the  protected  article  is  a  pro- 
duct of  agriculture —the  M*asie  of  labour  not  being  incurred  on  the  ivmilr 
produce,  but  only  on  what  may  be  called  the  last  instalment  of  it— iIk 
extra  price  is  only  in  part  an  indemnity  for  waste,  the  remainder  being  .1 
tax  paid  to  the  landlords. 

The  restrictive  and  prohibitory  policy  was  originally  grounded  on  what 
is  c.illcd  the  Mercantile  .System,  which  re[jrc5cnting  the  advantage  of 
foreign  trade  to  consist  solely  in  bringing  money  into  the  country,  gave 
artificial  encouragement  to  export.ilion  of  goods,  and  discountcnanceii 
their  importation.  The  only  exceptions  to  the  system  were  those  required 
by  the  system  itself.  The  materials  and  instruments  of  production  »ere 
the  subjects  of  a  contrary  policy,  directed  however  to  the  same  end  ;  they 
were  freely  imported,  and  not  permitted  to  be  cxiwrtcd,  in  order  thai 
inanufacturei*s,  heiiiK  more  cheaply  supplied  with  the  requisites  of  manu- 
facture, might  be  able  to  sell  cheaper,  and  therefore  to  export  more  largelj". 
For  a  similar  reason,  importation  was  permitted  and  even  favoured,  whcft 
confined  to  the  productions  of  countries  which  were  supposed  to  take 
from  us  still  more  than  we  took  from  them,  thus  enriching  the  country  by 
a  favourable  balance  of  trade.  As  part  of  the  same  system,  colonies  wot 
/oiuidcd,  for  the  supposed  advantage  of  comi>elIing  them  to  buy  01 
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niodities,  or  at  all  events  not  lo  buy  those  of  any  other  country  :  in  return 
for  which  rcstriclion,  we  were  generally  willing  lo  come  under  an 
eqiiLViileut  oblig:atioii  with  respecl  lo  the  staple  prodiiciinns  of  the 
colonists.  The  consequences  of  the  theory  were  pushed  so  far,  th.it  It 
was  not  unusual  even  to  give  bounties  on  exportation,  and  induce 
foreigners  lo  buy  from  us  rather  than  fioni  other  countries,  by  a  cheap- 
ness which  wc  ariiticially  produced,  by  paying  pari  of  the  price  for  them, 
out  of  our  o\vn  taxes.     This  is  a  stretch  beyond  the  point  yet  reached  by 

»any  private  tradesman  in  his  competition  for  business.  No  shopkeeper,  I 
should  Ihiuk,  ever  made  a  practice  of  bribing  customers  by  selling  goods 
to  them  at  a  permanent  loss,  making  tc  up  to  himself  from  other  fbnds  in 
his  possession. 

The  principle  o[  the  Mercantile  Theory  is  now  given  up  even  by  writers 
and  governments  who  still  cling  lo  the  restrictive  system.  Whatever 
hold  that  system  has  over  men  s  minds,  independently  of  the  private 
iuterc&is  which  would  be  exposed  to  real  or  apprehended  loss  by  its 
abandonment,  is  derived  from  fallacies  other  than  the  old  notion  of  the 
bcuetits  of  heaping  up  money  in  the  country.  The  most  effective  of  these 
is  the  specious  pica  of  employing  our  own  coitnti-ymen  and  our  national 
industry,  instead  of  feeding  and  supporting  the  industry  of  foreigners. 
The  answer  lo  this,  from  the  principles  laid  down  in  former  chapters,  is 
evident.  Without  reverting  to  the  fundanienlnl  theorem  discussed  in  ait 
early  pan  of  the  present  treatise,*  respecting  the  nature  and  sources  of 
employment  for  labour,  it  is  siiflicient  to  say,  what  has  usually  been  said 
by  the  advocates  of  free  trade,  that  the  alternative  is  not  between  employ- 
ing our  own  conn  try-people  and  foreigners,  but  between  employing  one 
class  and  another  of  our  own  country- people.  The  imported  commodity 
is  always  paid  for,  directly  or  indirectly,  with  the  produce  of  our  own 
indu5tr>- :  that  industry  being,  at  the  same  time,  rendered  more  productive, 
since,  with  the  &ame  labour  and  outlay,  we  are  enabled  to  possess  our- 
selves of  a  greater  cjuantity  of  the  arlicle.  Those  who  have  not  welt 
considered  the  subject  are  apt  to  supimse  that  our  exporting  an  equivalent 
in  our  own  proiluce,  for  the  foreign  articles  we  consume,  depends  on  con- 
tingencies—  on  the  consent  of  foreign  countries  to  make  some  corre- 
sjionding  relaxation  of  their  own  restrictions,  or  on  the  question  whether 
triose  from  whom  ive  buy  are  induced  by  that  circumstance  to  buy  more 
frnm  us ;  and  that,  if  these  things,  or  things  equivalent  to  them,  do  not 
happen,  the  payment  must  be  made  in  money.  Now,  in  the  first  place,' 
there  is  nothing  more  objectionable  in  a  money  payment  than  in  payment 
by  any  other  medium,  if  the  state  of  the  market  makes  it  the  most  advan- 
tageous remittance  ;  and  the  money  itself  was  first  acquired,  and  would 
again  be  replenished,  by  the  export  of  an  equivalent  value  of  our  own 
products,  But,  in  the  next  place,  a  very  short  internal  of  paying  in  money 
would  so  lower  prices  as  either  to  stop  a  part  of  the  importation,  or  raise 
upa  foreign  demand  for  our  produce,  sumcicnc  to  pay  wtr  the  imports,  I 
grant  that  this  disturbance  of  the  equation  of  international  demand  would 
be  in  some  degree  to  our  disadvatJiage,  in  the  purchase  of  other  imported  ' 
articles  ;  and  that  a  counti-y  which  prohibits  some  foreign  commodities, 
docs,  iTtsien's  paribus^  obtain  those  which  it  docs  not  prohibit,  at  a  less 
price  than  it  would  otherwise  have  to  pay.  To  express  the  same  thing  in 
other  words ;  a  country  which  destroys  or  prevents  altogether  certain 
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branches  of  foreign  trade,  thereby  annihilating  a  general  gain  to  ibe 
world,  which  would  be  shared  in  some  proponion  between  itself  and 
other  countries^<locSj  in  some  circumstances,  draw  to  itself,  at  tlit 
expense  of  foreigners,  a  larger  share  than  would  else  belong  to  it  of  ihc 
gain  arising  from  thai  portion  of  its  forei^fn  trade  which  it  suJTers  to  sub 
sist.  Hut  even  this  it  can  only  be  enalilwl  to  do,  if  foreigners  do  nc: 
maintain  equivalent  prohibitions  or  restrictions  against  Its  commodities. 
In  any  case,  the  justice  or  expediency  of  destroying  one  of  two  gains,  in 
order  to  engross  a  rather  larger  share  of  the  other,  does  not  require  mudi 
discussion  :  the  gain,  too,  which  is  destroyed,  being,  in  proportion  to  tbc 
magnitude  of  the  transactions,  the  Inrget  of  (he  two,  since  it  is  the  one 
whirh  capital,  lef:  to  itself,  is  supposed  to  seek  by  preference. 

defeated  as  a  general  theory,  the  Protectionist  doctrine  finds  suppon 
in  some  particular  cases,  from  considerations  which,  when  really  in  point. 
involve  greater  interests  than  mere  saving  of  labour;  the  interests  of 
national  subsistence:  and  of  national  defence.  The  discussions  on  i1k 
Corn  Lau-s  have  familiarized  everybody  with  the  plea,  that  we  ought  to 
be  independent  of  foreigners  for  the  fnnd  of  the  people  ;  and  the 
Navigation  Laws  are  grounded,  in  theory  and  profession,  on  the  necessity 
of  keeping  up  a  '  nursery  of  seamen  '  for  ihc  navy.  On  this  last  subject  ! 
at  once  admit,  that  the  object  is  worth  the  sacrifice  :  and  that  a  country 
exposed  to  invasion  by  sea,  if  it  cannot  otlicrwise  have  sufHcient  ships 
and  sailors  of  its  own  to  secure  the  means  of  manning  on  an  emergency 
an  adequate  fleet,  is  (juitc  right  in  obtaining  those  means,  even  at  some 
economical  sacrifice  m  point  of  cheapness  of  transport.  When  lite 
English  navigation  laws  were  enacted,  the  Dutch,  from  their  maritime 
&kill  and  their  low  rate  of  profit  at  home,  were  able  to  carry  for  otlicr 
nations,  England  included,  at  cheaper  rates  than  those  nations  couM 
carry  for  themselves  :  which  placed  all  other  countries  at  a  great  com- 
parative disadvantage  in  obtaining  experienced  seamen  for  their  ships  of 
war.  'Ihe  Navig-ation  Laws,  by  which  this  deficiency  was  remedied,  and 
at  the  same  time  a  blow  slrucii  against  the  maritime  power  of  a  natioa 
witli    which    England  was  then  frequently  engaged  in  hostilities,  weic 

?robahly,  though  ccanomically  disadvantageous,  politically  expedient 
Uit  English  ships  and  sailors  can  now  navigate  as  cheaply  as  those  of 
any  other  country  ;  maintaining  at  least  an  equal  competition  with  the 
other  maritime  nations  even  in  their  own  trade.  The  ends  which  may 
once  have  justified  Navigation  Laws  require  them  no  longer,  and  there 
seems  no  reason  for  maintaining  tliis  invidious  exception  to  the  general 
rule  of  free  trade. 

With  regard  to  subsistence,  the  plea  of  the  I'rotectionists  has  been  s« 
often  and  so  triumphantly  met,  that  it  requires  little  notice  here.  Thai 
country  is  the  most  steadily  as  well  as  the  most  abundantly  supplied  with 
food,  which  draws  its  supplies  from  the  largest  surface.  It  is  ridiculous 
to  found  n  general  system  of  policy  on  so  chimerical  a  dangtr  as  that  i 
being  at  war  with  all  the  nations  of  the  world  at  once  ;  or  to  suppose 
even  if  inferior  at  sea,  a  whole  cnimtry  could  be  blockaded  like  a  town,) 
ihat  the  growers  of  food  in  other  countries  would  not  be  as  anxious  not 
to  lose  an  advantageous  market,  as  vvc  should  be  not  to  be  deprived  of 
their  com.  On  the  subject,  however,  of  subsistence,  there  is  one  point 
which  deserves  more  special  consideration,  In  cases  of  actual  or  appre* 
hcndcd  sctirclty,  many  countrias  of  Europe  are  accustomed  to  stop  ihc 
^nation  of  food.    Is  this,  or  not,  sound  policy?    There  can  be 
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doubt  that  in  the  present  state  of  international  morality,  a  people  cannot, 
any  more  than  an  individual,  be  blamed  for  not  3tar\-lng  ilscif  to  feed 
others.  But  if  the  greatest  nmouin  of  good  to  mankitid  on  the  wlicile, 
were  the  end  aimed  at  in  the  maxims  of  international  conduct,  such 
collective  churlishness  would  cen;iinly  be  condemned  by  ttiein.  Suppose 
that  in  ordinary  circimistanccs  the  trade  in  food  were  perfectly  free,  so 
that  the  price  in  one  country  could  not  habitually  exceed  tliat  in  any  other 
by  more  than  the  cost  of  carriage,  together  with  a  moderate  profit  to  the 
importer.  A  general  scarcity  ensues,  affecting  all  countries,  but  in  unequal 
degrees.  If  the  price  rose  in  one  country  more  than  in  others,  it  would 
be  a  proof  that  m  that  country  the  scarcity  was  severest,  and  that  by 
permitting  food  to  go  freely  thither  from  any  other  country,  it  would  be 
spared  from  a  less  urgent  necessity  to  relieve  a  greater.  When  the 
interests,  therefore,  of  all  countries  are  considered,  free  exportation  is 
desirable.  To  the  exporting  country  considered  separately,  it  may,  at 
least  on  the  particular  occasion,  be  an  inconvenience  ;  but  taking"  into 
account  that  the  countiy  which  is  now  the  pivcr,  will  in  some  future  season 
be  the  receiver,  and  itic  one  that  is  benclited  by  the  freedom^  I  cannot 
but  think  that  even  lo  the  apprehension  of  food-rioters  it  might  be  made 
apparent,  that  in  such  cases  they  should  do  to  others  what  they  would 
wish  done  to  ihemselves. 

In  countries  in  which  the  system  of  Protection  is  declining,  but  not  yet 
wholly  given  up,  such  as  the  United  .States,  a  doctrine  has  come  into 
notice  which  is  a  sort  of  compromise  between  free  trade  and  restriction, 
namely,  that  protection  for  pjotection's  sake  is  improper,  but  that  there 
is  nothing  objectionable  iu  having  as  much  protection  as  may  incidentally 
result  from  a  tariff  framed  solely  for  revenue.  Even  in  England,  regret 
is  sometimes  expressed  that  a  'moderate  fixed  duty'  was  not  preserved 
on  com,  on  account  of  the  revenue  it  would  yield.  Independently,  liow- 
everp  of  the  general  impolicy  of  taxes  on  the  necessaries  of  life,  this 
doctrine  overlooks  the  fact,  that  revenue  is  received  only  on  the  quantity 
imported,  but  that  the  tax  is  paid  on  the  entire  quantity  consumed.  To 
make  the  public  pay  much  that  the  treasury  may  receive  a  little,  is  no 
eligible  mode  of  obtaining  a  revenue.  In  the  case  of  manufacliired 
articles  the  doctrine  involves  a  palpable  inconsistency.  The  object  of  the 
duty  as  a  means  of  revenue,  is  inconsistent  with  its  affording,  even 
incidentally,  any  protection.  It  can  only  operate  as  protection  in  so  far 
as  it  prevents  importation  ;  and  to  whatever  degree  it  prevents  importa- 
tion, it  affords  no  revenue. 

The  only  rase  in  which,  on  mere  principles  of  political  economy, 
protecting  duties  can  be  defensible,  is  when  they  are  imposed  temporarily 
(especially  in  a  young  and  rising  nation]  in  hopes  of  naturalizing  a  foreign 
industry,  in  itself  perfectly  suitable  to  the  circumstances  of  the  country. 
The  superiority  of  one  country  over  another  in  a  branch  of  production, 
often  arises  only  from  having  begun  it  sooner.  There  maybe  no  inherent 
advantage  on  one  part,  or  disadvantage  on  the  other,  but  only  a  present 
superiority  of  acquired  skill  and  experience.  A  country  which  has  tins 
skill  and  experience  yet  to  acquire,  may  in  other  respects  be  better 
adapted  to  the  production  than  those  which  were  earlier  in  the  field  :  and 
besides,  it  is  a  just  remark,  that  nothing  has  a  greater  tendency  to  promote 
improvements  in  any  branch  of  production,  than  its  trial  under  a  new  set 
of  conditions.  But  it  cannot  be  espected  that  individuals  should,  at  their 
own  risk,  or  nilher  to  their  certain  loss,  introduce  a  new  manufacture.^ 
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and  bear  the  burden  of  carr>>tng  it  on,  until  the  producers  have  been 
educated  up  to  the  level  of  those  with  whom  the  processes  arc  tntdilionaL 

A  protecting  Juty,  continued  for  a  reasonable  time,  will  sometimes  be  the 
least  inconveuicm  mode  in  which  the  naiion  can  tax  itself  for  the  support 
of  such  an  experiment-  But  ihe  protection  should  be  confined  to  cases 
in  which  there  is  good  ground  of  assurance  that  the  industry  which  it 
fosters  will  after  a  time  be  able  to  dispense  with  it ;  nor  should  the 
domestic  producers  ever  be  allowed  to  expect  that  it  will  be  continued  to 
them,  beyond  tlic  lime  siricily  necessary  for  a  fair  trial  of  what  they  are 
capable  of  accoiiipliahing. 

There  is  only  one  part  of  the  Protectionist  scheme  which  requires  any 
further  notice  :  its  policy  toward?  colonies  and  foreign  dependencies ; 
that  of  coiYipelling:  them  to  trade  exclusively  with  the  dominant  country. 
A  country  which  thus  secures  to  itself  an  extra  foreign  demand  for  its 
commodities,  undoubtedly  gives  itself  some  advantage  in  the  distrihution 
6f  the  general  gains  of  the  commercial  world.  Since,  however,  it  causes 
the  industry  and  aipiial  uf  the  colony  lo  be  diverted  from  channels  which 
are  proved  to  be  the  most  productive,  inasmuch  as  they  are  those  into 
which  industry  and  capital  spontaneously  tend  to  flow  ;  there  is  a  loss,  on 
the  whole,  to  the  productive  powers  of  the  world,  and  the  mother  country 
docs  rot  yain  so  much  as  she  makes  the  colony  lose.  If,  therefore,  (he 
motlicr  country  refuses  lo  acknowledge  any  reciprocity  of  obligation,  &he 
imposes  a  tribute  on  the  colony  in  an  indirect  mode,  greatly  more  oppres- 
sive  and  injurious  than  the  direct.  Hut  if,  with  a  more  equitable  spirit, 
she  submits  lierself  to  corresponding-  restrictions  for  the  benefit  of  the 
colony,  the  result  of  the  whole  transaction  ia  the  ridiculous  one,  that  each 
party  loses  much,  in  order  that  the  other  may  gain  a  little. 

§  2.  Next  to  the  system  of  Protection,  among  mischievous  interferences 
with  the  spontaneous  course  of  industrial  transactions,  may  he  noiiml 
certain  interferences  witli  comiacta.  One  instance  is  that  of  the  Usury 
Laws.  These  originated  in  a  relieious  prejudice  against  receiving  interen 
<m  money,  derived  from  that  frultml  source  of  mischief  in  modern  liuropc, 
the  atlempled  adaptation  to  Christianity  of  doctrines  and  precepts  drawn 
from  the  Jewish  law.  In  M.ihomedan  nations  the  receiving  of  interest  is 
formally  interdicted,  and  rigidly  abstained  from  ;  and  Sismondi  has 
noticed,  as  one  among  the  causes  of  the  industrial  inferiority  of  the 
Catholic,  compared  with  the  Protestant  parts  of  Europe,  that  the  Catholic 
church  in  the  middle  ages  yave  its  sanction  to  the  same  prejudice,  whidi 
subsists,  impaired  but  nut  destroyed,  wherever  that  itllyion  is  acknow- 
ledged. Where  law  or  ronsdcniious  scmples  prevent  lending  at  inte^c3^ 
the  cipital  which  belongs  to  persons  not  in  business  is  lost  to  productive 
purposes,  or  can  be  applied  to  them  only  in  peculiar  circumst antes  of 
personal  connexion,  or  by  a  subterfuge.  Industry  is  thus  limited  lo  the 
capital  of  the  undertakers,  and  to  what  lliey  can  borrow  from  persons  not 
bound  by  the  same  laws  or  religion  as  themselves,  In  Mussulman 
countries  the  bankers  and  money  dcalere  are  either  Hindoos,  Armenians, 
or  Jews. 

In  more  improved  countries,  legislation  no  longer  discountenance*  ibc 
receipt  of  an  equivalent  for  money  lent :  but  it  everj-where  interferes  with  tlie 
free  agency  of  the  lender  and  borrower,  by  fixing  a  legal  limit  to  the  late 
of  intercut,  and  nuking  the  receipt  of  more  than  the  appointed  maximum 
a  penal  orTencc.  This  i-estriclinn,  though  approved  ljy  Ad:im  Smith,  his 
hcca  condemned  by  all  enlightened  persons  since  the  triumphant  on. 
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slaiight  made  upon  it  by  Beniliam  in  his  '  Letters  on  Usury,'  which  may 
SEiII  be  rercned  to  as  the  best  exldiU  wiUidg'  on  the  subject. 

Legislators  may  enact  and  maintain  Usury  Laws  from  one  of  two  motives  t 
ideas  of  piibHc  pohcy,  or  concern  for  the  interest  of  the  parties  to  the 
contract ;  in  this  case,  of  one  party  only,  the  borrower.  As  a  matter  of 
policy,  ihe  notion  may  possibly  be,  that  it  is  for  the  general  good  that 
interest  should  be  low.  It  is  for  the  good  certainly  of  borrowers.  For 
preferringj  however,  their  advantage  to  thai  of  lenders,  it  would  be  diffi- 
cult to  give  any  better  reason  than  (hat  in  most  countries  the  governing 
classes  are  burrowers.  It  is  besides  a  misapprehension  of  the  causes 
which  influence  commercial  transactions,  to  suppose  that  the  rate  of 
interest  is  really  made  lower  by  law,  than  it  would  be  made  by  the  spon- 
taneous play  of  supply  and  demand.  If  the  competition  of  borrowers,  left 
unrestrained,  would  raise  the  rale  of  interest  to  ^'ik  per  cent.,  this  proves 
th.it  at  five  there  would  be  a  greater  demand  for  lomis,  than  tliere  is  - 
capital  in  the  market  to  supply.  If  the  law  tnlhese  circumstances  permits 
no  intereai  beyond  five  per  cent.,  there  wiU  be  some  lenders,  who  not 
chnnsirg  to  disobey  the  law,  and  not  being  in  a  condition  to  employ  their 
capital  otherwise,  will  content  themselves  with  the  legal  rate  ;  but  others, 
finding  that  in  a  season  of  pressing  demand,  more  may  ijc  made  of  their 
capital  by  other  means  than  they  are  permitted  to  make  by  lending  it, 
will  not  lend  it  at  all  ;  and  the  loao-ible  capital,  already  too  small  for  the 
demand,  will  be  still  further  diminished,  Of  the  disappointed  candidates 
there  will  be  many  at  such  periods,  who  must  have  their  necesshies 
■upplied  at  any  price,  and  these  will  readily  find  a  third  section  of  lenders, 
who  will  not  be  averse  to  join  in  a  violation  of  Ihe  law,  cither  by  circuitous 
transactions,  partaking  of  the  nature  of  fraud,  or  by  relying  on  the  honour 
of  the  borrower.  The  exlia  expense  of  the  roundabout  mode  of  pro- 
ceeding, ami  an  equivalent  for  the  risk  of  non-pnyment  and  of  legal 
penalties,  must  be  paid  by  tlie  borrowei-.  over  and  above  the  extra  interest 
which  would  at  any  rate  have  been  required  of  him  by  the  general  state  of 
the  market.  The  laws  which  were  intended  to  lower  the  price  paid  by 
him  for  pecuniary  acco;nmodation,  end  thus  in  greatly  tncre;ising  it. 
TliBse  laws  have  also  a  directly  demoralizing  tendency.  Knowing  the 
diflicuUy  of  detecting  an  illegal  pecuniary  transaction  between  two  persons, 
in  which  no  third  person  is  mvolved,  so  long  ns  it  is  the  interest  of  both 
to  keep  the  secret,  leg-islators  have  adopted  the  expedient  of  tempting  the 
borrow  er  to  become  the  informer,  by  making  the  annulment  of  the  debt  a 
part  of  the  penalty  for  the  offence  ;  thus  rewarding  men  for  obtaining  Iho 
property  of  others  by  false  promises,  and  then  not  only  refusing  payment, 
but  invoking  leg'al  penalties  on  those  who  have  helped  them  in  their  need. 
The  rnoral  sense  of  mankind  very  rightly  infamizes  those  who  resist  an 
otherwise  just  claim  on  the  ground  of  usury,  and  tolerates  such  a  plea 
only  when  resorted  to  as  the  best  legal  defence  available  against  an 
attempt  really  considered  as  partaking  of  fraud  or  extortion.  But  this 
very  severity  of  public  opinion  I'endcrs  the  enforcement  of  the  laws  so 
diliicult,  and  the  mfliction  of  the  penalties  so  rare,  that  when  it  does  occur 
it  merely  victimizes  an  individual,  and  has  no  effect  on  general  practice. 
In  so  far  as  the  motive  nf  the  restriction  may  be  supposed  to  be,  not 

Sublic  policy,  but  regard  for  the  interest  of  the  borrower,  it  would  bq 
ifficult  10  point  out  any  case  in  which  such  tenderness  on  the  legislator's 
part  is  more  miisplaccd.  A  person  of  sane  mind]  and  of  the  age  at  which 
persona  are  legally  competent  to  conduct  their  owa  to'wcwcTvs,Tnvxa>.'*«i 
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presumed  to  be  a  sufficient  guardian  of  liis  pecuniary  interests.  If  he 
liiaysel!  an  estate,  or  grant  a  relcaRC,  or  assign  away  all  his  property,  with- 
out cciiirol  from  the  law,  it  seems  very  unnecessary  that  the  only  bargain 
which  he  cannot  make  without  its  intcnncddling,  should  be  a  loan  of 
money.  The  law  seems  to  presume  that  the  nioncy-lecdcr,  dealing'  with 
necessitous  persons,  can  lake  advantage  of  their  necessities,  and  exact 
conditions  limited  only  by  his  own  pleasure.  It  might  be  so  if  llicr«  were 
only  one  money-lender  within  reach.  But  when  there  is  the  whole  moneyed 
capital  of  a  wealthy  community  to  resort  to,  no  borrower  is  placed  under 
any  liis-id  vantage  in  the  market  mcrGJy  by  the  urgency  of  his  need.  If  be 
cannot  borrow  at  the  interest  paid  by  other  people,  it  must  lie  because  be 
cannot  give  such  good  security  :  LJid  competiliun  will  limit  the  extra 
demand  to  a  fair  equivalent  for  the  risk  of  his  pioving  insolvent  Though 
the  law  intends  favour  to  the  borrower,  it  is  to  him  above  all  that  injustice 
is,  in  this  cnse,  done  by  it.  What  can  be  more  unjust  than  that  a  person 
who  cannot  give  perfectly  good  security,  should  be  prevented  from  borrow^ 
ing  of  persons  who  are  willing  to  lend  money  to  him,  by  their  not  being 
pcnnitled  to  receive  the  rate  of  interest  which  would  be  a  just  equivalent  for 
their  risk  ?  Through  the  mistaken  kindness  of  the  law,  he  must  either  go 
without  the  money  which  is  perhaps  necessary  to  save  him  fiom  much 
greater  losses,  or  be  driven  to  expedients  of  a  far  more  ruinous  desctip- 
linn,  which  the  law  cither  has  not  found  it  possible,  or  has  not  happened, 
to  interdict. 

Adam  Smith  rather  hastily  expressed  the  opinion,  that  only  two  kinds 
of  persons,  'prodigals  and  projectors,'  could  require  to  borrow  monc}' at 
moLc  than  the  market  rate  of  interest.  He  should  have  included  all 
[>er5on5  who  are  in  any  pecuniaiy  diflicullies,  however  temporary  their 
necessities  may  be.  It  may  happen  to  any  person  in  business,  to  bc  dis- 
ap[>nitiied  of  the  r^ources  on  which  he  had  calculated  for  meeting  some 
engagement,  the  non-fulfilment  of  which  on  a  fixed  day  would  be  bank- 
ruptcy. In  periods  of  commercial  difficulty,  this  is  the  condition  of  many 
prosperous  mercantile  firms,  who  become  competitors  for  the  small 
amouiit  of  dispo&able  capital  which,  in  a  time  of  genera!  distrust,  tiw 
owners  arc  willing  to  part  with.  Up  to  the  relaxation  of  the  usury  laws  a 
few  years  ago,  the  limitations  imposed  by  those  laws  were  fell  as  a  must 
serious  aggravation  of  every  commercial  crisis.  Merchants  who  to\M 
have  obtamed  the  aid  they  reauired  at  an  interest  of  seven  or  eight  per 
cent,  for  short  periods,  were  obliged  to  ^ivc  20  or  30,  or  to  resort  to  forced 
sales  of  goods  at  a  still  greater  loss.  Experience  having  obtruded  these 
evils  on  the  notice  of  parliament,  the  sort  of  compromise  took  place,  ol 
which  English  legislation  affords  so  many  instances,  and  which  helps  to 
make  our  laws  and  policy  the  mass  of  inconsistency  that  they  are.  We 
reformed  the  laws  as  a  person  reforms  a  tight  shoe,  who  cuts  a  hole  in  ii 
where  it  pinches  hardest,  and  continues  to  wear  it.  Retaining  the 
erroiieous  principle  as  a  general  rule,  parliament  allowed  an  exception  in 
the  case  in  which  the  practical  mischief  was  most  flagrant.  It  left  the 
usury  laws  unrepealed,  hut  exempted  bills  of  exchange,  of  not  more  than 
three  months  date,  from  their  operation.  Some  years  afterwards  ilic  la«rt 
were  repealed  in  regard  to  all  other  contracts,  but  left  in  force  as  to  »I1 
those  which  relate  to  land.  Not  a  particle  of  reason  could  be  eiven  for 
making  this  extraordinary  distinction  ;  but  the  'agricultural  tnmd '  WM 
of  opinion  that  the  interest  on  mortgages,  though  it  hardly  ever  comes  up 
to  the  permitted  pointy  would  come  up  to  a  siill  higher  point ;  and  the 
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laws  are  inaintiincd  that  the  landlords  may,  as  they  think,  be  enaulctl  to 
borrow  below  the  market  rate,  as  the  corn-laws  were  30  long  kept  up  that 
the  same  class  niig^ht  be  able  to  sell  com  above  the  market  rale.  The 
m<Klesty  of  the  pretension  is  quite  worthy  of  the  intelligence  which  cnn 
think  that  the  end  aiineil  at  is  m  any  way  forwarded  hy  the  means  used. 

With  regard  to  ih«  '  prodiyals  and  projectors'  spoken  of  by  Adam 
Smith  ;  no  law  can  pievent  a  prodigal  from  mining  himself,  unless  it  lays 
himVir  his  propeny  under  actual  restraint,  which,  on  the  requisition  of  his 
relations,  the  Roman  I-aw  and  some  of  the  Continental  systems  founded 
on  it  give  power  in  certain  cases  to  da  The  only  effect  of  usury  laws 
upon  a  prodigal,  is  lo  make  his  ruin  rather  more  expeditious,  by  dtivlng 
htm  to  a  disreputable  classof  money-dealers,  and  rendering  the  conditions 
nwre  onerous  by  the  extra  risk  created  by  the  law.  As  for  projectors,  ;i 
term,  in  its  unfavourable  sense,  rather  unfairly  applied  to  every  person 
who  has  a  project ;  such  laws  may  put  a  veto  upon  the  proseculion  of  the 
most  promising  enterprise,  when  planned,  as  it  generally  is,  by  a  person 
who  does  not  possess  capital  adequate  to  its  successful  completion. 
Many  of  the  greatest  improvements  were  at  first  looked  shyly  on  by 
capitalists,  and  had  to  wait  long  before  they  found  one  sufficiently  ad- 
venturous to  be  the  first  in  a  new  path  ;  many  years  elapsed  l>efore 
.Stephenson  could  convince  even  the  enterprising  mercantile  public  of 
Liverpool  and  Manchester  of  the  advantage  of  substituting  railways  for 
turnpike- roads  ;  and  plans  on  which  great  labour  nnd  large  sums  have 
been  expended  wilh  litllc  visible  result  (the  epoch  in  their  progress  when 
predictions  of  failure  are  sure  to  be  the  most  rife),  may  be  indefinitely 
suspended,  or  ahogether  dropped,  and  the  outlay  all  lost,  if,  when  the 
original  funds  are  exhausted,  the  law  will  not  allow  more  to  be  raised  on 
the  terms  on  which  people  are  willing  to  expose  it  to  the  chances  of  an 
enterprise  not  yet  secure  of  success. 

§  3.  Loans  are  not  the  only  kind  of  contract,  of  which  government  have 
thought  themselves  qualiHed  lo  regulate  the  conditions  belter  th:»n  the 
persons  inteiested.  TheiC  is  scarcely  any  commodity  which  they  have 
not,  at  some  place  or  time,  endeavoured  to  make  either  dearer  or  cheaper 
than  it  would  be  if  left  to  itself.  The  most  plausible  cise  for  arlifirially 
cheapening  a  commodity,  is  that  of  food.  The  desirableness  of  the  object 
is  in  this  case  undeniable.  iSui  since  the  average  price  of  food,  like  that 
of  other  things,  conforms  to  the  cost  of  prodiiclinn  with  the  addiliiin  of  the 
usual  jirofit  ;  if  this  price  is  not  expected  by  the  farmer,  he  will,  unless 
compelled  by  law,  produce  no  mare  than  he  requires  for  his  own  con- 
sumption :  and  the  law  therefore,  if  absolutely  determined  to  have  food 
cheaper,  must  substitute,  for  the  ordinar>'  motives  to  cultivation,  a  system 
of  penalties,  if  it  shrinks  from  doitig  this,  it  has  no  resource  but  that  of 
ta\iiig  the  whole  nation,  to  give  a  bounty  or  premium  to  the  grower  or 
importer  of  corn,  thus  giving  everybody  cheap  bread  at  the  expense  of 
all :  in  reality  a  largess  to  those  who  do  not  pay  taxes,  at  the  cxjiense  of 
those  who  do ;  one  of  the  worst  foi-ms  of  a  practice  essentially  bad,  that 
of  convening  the  working  classes  into  unworking  classes  by  making  thcni 
a  present  of  subsistence. 

It  is  not,  however,  so  much  the  general  or  average  price  of  food,  as  its 
occasional  high  price  in  times  of  emergency,  which  govemments  have 
studied  to  reduce.  In  some  cases,  as  for  example  the  famous  'maximum* 
of  the  revolutionary  government  of  1793,  the  compulsory  regulation  was 
an  attempt  by  the  ruling  powers  to  counteract  the  necessary  consci^uenocs 
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of  dieir  own  acts ;  lo  scalier  an  iiidefinUe  abimdance  of  the  circukn'mg 
medium  with  one  hand,  and  keep  down  prices  with  the  othei- ;  a  ihin^' 
manifestly  im[)OssihIe  under  any  vegiine  except  one  of  unniitigated  terror. 
In  case  of  actual  scarcity,  govcrnmenls  Are  often  urged,  as  they  were  in 
the  Irish  emergency  of  1847,10  take  measures  of  some  sort  for  moderaiii^ 
the  piicc  of  food.  Hut  the  price  of  a  thit^t;  cannot  be  raised  by  deficiency 
of  supply,  beyond  whalis  iiutTiciciU  to  make  a  coiTcapondiu^j  reduction  of 
the  consumption  ;  and  if  a  govenimenl  prevents  ihis  reduction  from  beiiiji 
brought  about  by  a  rise  of  price,  there  remains  nt>  mode  of  effecting  it 
unless  by  takini;  possession  of  all  the  food,  and  serving  it  out  in  ralions, 
as  in  a  besieged  town  In  a  real  scarcity,  nothing  can  afford  general 
relief,  except  a  dctcniiination  by  the  richer  classes  to  diminish  iheir  otm 
consumption.  If  they  buy  and  consume  their  usual  i[uantily  of  food,  and 
content  theuiselves  with  giving  money,  they  do  no  good.  The  piicc  is 
forced  up  until  the  poorest  competitors  have  no  longer  the  means  of 
competing,  and  (he  piivation  of  food  is  ihnnvn  exclusively  upnn  the  in- 
digent, the  other  classes  being  on]y  affecied  pecuniarily.  When  the 
supply  is  instifTicieiit,  somebody  must  consume  less,  and  if  every  rich 
person  is  dctcmiincd  not  to  be  that  somebody,  all  they  do  by  subsidising 
their  poorer  competitors  is  to  force  up  the  price  so  much  Ihe  higher,  wiiii 
no  effect  but  to  enrich  the  corn-dealers,  the  very  reverse  of  what  is  desired 
by  those  who  recommend  such  nieasut^s.  All  that  governments  can  do 
in  these  emergencies,  is  10  counsel  a  general  modcr.ition  in  consuinpiion, 
and  to  interdict  such  kinds  of  it  as  are  not  of  primary  importance.  l>ireci 
measures  at  the  cost  of  the  state,  to  procure  food  from  a  distance,  arc  ex- 
pedient when  from  peculiar  reasons  the  thing  is  not  likely  to  be  done  l^ 
private  speculatinn.  In  any  other  case  they  arc  a  greal.  error.  Private 
speculators  will  not,  m  such  cases,  venture  10  compete  with  the  go\*ero- 
nient ;  and  though  a  government  can  do  more  than  any  one  merchant,  it 
cannot  do  iicaily  so  much  as  all  merchants. 

§  4.  Govern  men  ts,  however,  are  often  cbargeHblc  with  having  at- 
tempted, but  ttjo  successfully,  to  itiake  things  dear,  than  with  having 
aimed  by  wrong  means  at  making  ihem  cheap*  The  usual  instrument 
for  producing  artificial  deamess  is  monopoly.  To  confer  a  monopoty 
upon  a  producer  or  dealer,  or  upon  a  set  of  producers  or  dealers  sufiV- 
ctenily  numerous  to  combine,  is  to  give  them  the  power  of  levying  any 
amoimt  of  taxation  on  the  public,  for  their  individual  benefit,  which  uill 
not  make  tlie  public  forego  the  use  of  the  commodity.  Wlien  the  shaiTrs 
in  the  monopoly  are  so  numerous  and  so  widely  scattered  that  they  are 
prevented  from  combining,  the  evil  is  considerably  less  :  but  even  then 
the  competition  is  not  so  active  among  a  limited,  as  among  an  unlimited 
number.  Those  who  feel  assured  of  a  fair  average  proportion  in  the 
general  business,  arc  seldom  eager  to  get  a  larger  share  by  foregoing  a 
portion  of  their  profits.  A  hmitation  of  competition,  however  partial, 
may  have  mischievous  ciTecIs  ijtiite  disproportionetl  to  the  apparent  cause. 
The  mere  exclusion  of  foreigners,  from  a  branch  of  industry  open  to  the 
free  competition  of  eveiy  n.itive^  has  been  known,  evrn  in  enterprisine 
England,  to  render  that  br.inch  a  conspicuous  exception  to  the  general 
industrial  energy  of  the  country.  The  silk  manufacture  of  Hnglaad 
remained  far  behind  that  of  other  countries  of  Europe,  so  long  as  the 
foreign  fabrics  were  prohibited.  In  addition  to  the  ta.t  levied  for  the 
profitj  real  or  imagiiiaty,  of  the  monopolists,  the  consumer  thus  paj-s  an 
additional  tax  for  thcii  la/iness  r.nd  incapacity.    When  reheved  from  the 
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imnicdi.ite  slimulus  nf  compciiiion,  producers  and  dealers  grow  inditVcrcnt 
to  (he  dictates  of  Uieir  ultimate  pecuniary  interest ;  preferring  to  :lic  most 
hnpefLil  prospects,  the  present  ease  of  adhering  lo  routine.  A  person 
who  is  already  thriviny,  seklom  puts  himself  ont  of  his  ivny  lo  commence 
even  a  lucrative  improvement,  imless  urged  by  ihc  arldiiional  motive  of 
fear  lest  some  rival  should  supplant  hnn  by  getting  possession  of  It 
before  him. 

The  condemnation  of  monopolies  ought  not  to  extend  to  patents,  by 
which  the  ori^in-iior  of  an  improved  process  is  permitted  to  enjoy,  for  a 
limited  period,  the  exclusive  privile^jc  of  using  his  o\vn  improvement. 
This  is  not  makinf^  the  commodity  dear  for  his  beneltt,  but  merely  post- 
poning ji  p.'Lrt  of  the  increased  cneapness  which  the  public  owe  to  the 
mveiUoi,  in  order  to  compens.ntc  ana  reward  him  for  the  service.  That 
he  ouyht  tn  be  compensated  and  rewarded  for  it,  will  not  be  denied,  and 
also  that  if  all  were  at  once  allowed  to  avail  themselves  of  his  ingenuity, 
without  having  shared  the  labotirs  or  the  expenses  which  he  had  to  incur 
in  bringing  his  idea  into  a  practical  shape,  cither  such  e.speiiscs  and 
labours  would  be  unJeryoiie  by  nobody,  excc]>t  very  opulent  and  very 
public  spirited  persons,  or  the  state  must  put  a  value  on  the  ser^-ice 
rendered  by  an  inventor,  and  jnake  him  a  pecuniary  grant.  This  has 
been  done  in  some  instances,  and  may  be  done  without  niconvenicnce  in 
cases  of  very  conspicuous  public  benetit ;  but  in  general  an  exclusive 
privilege,  of  temporary  duration,  is  preferable  ;  because  it  leaves  nothing 
to  any  one's  discretion  ;  because  the  reward  conferred  by  it  depends  ii|)On 
the  invention's  being  fi^und  useful,  and  the  greater  the  usefulness  the 
greater  the  reward  ;  and  because  it  is  paid  by  the  very  persons  to  whom 
the  service  is  rendered,  the  consumers  of  the  commodity.  So  decisive, 
indeed,  are  these  considerations,  ihat  if  the  system  of  patents  were 
abandoned  for  that  of  rewards  by  the  state,  the  best  shape  which  these 
could  assume  would  be  that  of  a  small  temporary  tax  imposed  for  the 
inventor's  benefit,  on  all  persons  makinjr  use  of  the  invention. 

<;  5.  I  pass  to  another  kind  of  government  interference,  in  which  the 
end  and  the  means  are  alike  odious,  but  which  existed  in  England  until 
not  imich  more  than  twenty  years  agu,  and  is  in  full  vigour  at  this  day 
in  some  other  countries.  I  mean  the  laws  against  combliiatimis  of  work- 
men to  raise  wages  j  laws  enacted  and  maintained  for  the  declared 
purpose  of  keeping  wages  low,  as  the  famous  Statute  of  Labourers  was 
passed  by  a  legislature  of  employers^  to  prevent  the  labouring  class,  when 
Its  numbers  had  been  tliinncd  by  a  pestilence,  from  taking  advantage  of 
ihc  diminished  competition  to  obtain  higher  wages.  Such  laws  exhibit 
the  infernal  spirit  of  the  slave  master,  when  to  retain  the  working  classes 
in  avow'ed  slaver>'  has  ceased  lO'  be  practicable. 

If  it  were  possible  for  the  working  classes,  by  combining  among  them- 
selves, to  raise  or  keep  up  the  general  rate  of  wages,  it  needs  hardly  h^ 
said  that  this  would  be  a  thing  not  to  be  punished,  but  to  be  welcomed 
and  rejoiced  at.  Unfortunately,  the  effect  is  quite  beyond  attainment  by 
such  means.  The  multitudes  who  compose  the  working  class  are  loo 
numerous,  and  too  widely  scattered,  to  combine  at  all,  much  inorc  to 
combine  effectually.  If  they  could  do  so,  they  might  doubtless  succeed 
in  diminishing  the  hours  of  labour,  and  obtaining  the  same  wages  for  less 
work.  But  if  they  aimed  at  obtaining  actually  higher  wages  than  the 
rate  fi.xed  by  demand  and  supply — the  rate  which  distributes  the  whole 
circulating  capital  of  tbe  country  ainong  the  entire  working  poptilalion— 
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this  could  only  be  accomplished  by  keeping  a  part  of  their  number  per- 
mnnently  out  of  employment.  As  support  from  public  charity  would  of 
course  be  refused  to  those  who  could  get  work  and  would  not  accept  it, 
ihey  would  be  thrown  for  support  upon  the  trades  union  of  which  they 
were  members ;  and  the  workmen  coUcciivcly  would  Ijc  no  better  olT  than 
before,  having  to  support  ihc  same  numbers  out  of  tlie  same  aggregate 
wages.  In  this  way,  however,  the  class  would  have  its  attention  forcibly 
drawn  to  the  fact  of  a  superfluity  of  numbers,  and  to  the  necessity,  if 
they  would  have  high  wagfrs,  of  proportioning  the  supply  of  labour  to  the 
demand. 

Combinations  to  keep  up  wages  are  sometimes  successful,  in  trades 
where  the  workpeople  are  few  in  number,  and  collected  in  a  small 
number  of  local  centres.  It  (3  ciuesiionable  if  combinations  cwr 
had  the  smallest  cHect  on  the  pcnnauent  remuneration  of  spinners  or 
weavers  ;  hut  the  journeymen  type-faunders,  by  a  close  combination,  are 
able,  it  is  said,  to  keep  up  a  r,i:e  of  wages  much  beyond  that  which  is 
usual  in  employments  of  equal  hardness  and  skill ;  and  even  the  tailors, 
a  much  more  nuuierous  class,  arc  understood  to  have  had,  to  some  extent, 
a  similar  Miccess.  A  iieg  of  wages,  thus  confined  to  particular  employ- 
ments, is  not  (like  a  rise  of  general  wa[,'es)  defrayed  from  profits,  but 
raises  the  value  and  price  of  the  panicular  ariicEe,  and  falls  on  the  con* 
sumcr ;  the  capitalist  who  produce.")  the  commodity  being  only  injured  in 
so  far  as  the  high  price  tends  to  narrow  t!ic  market ;  and  not  even  then, 
unless  it  does  so  in  a  greater  ratio  than  thai  of  the  rise  of  price:  for 
though,  at  higher  wages,  lie  employs,  with  a.  yivcn  capital,  fewer  workmen, 
and  obtains  less  of  the  commodity,  yet,  if  he  can  sell  the  whole  of  this 
diminished  quantity  at  the  higher  pnce,hls  pro6ls  are  as  great  as  before. 
This  partial  Hse  of  wages,  if  not  gained  at  the  expense  of  the  remainder 
of  the  working  class,  ought  to  be  regarded  as  a  benefit.  The  consumer, 
indeed,  must  pay  for  ic ;  but  cheapness  of  goods  is  desirable  only  when 
the  cause  of  it  is  that  their  praduction  costs  little  labour,  and  not  when 
occasioned  by  ihat  labour's  being  ill  remunerated,  it  may  appear,  how- 
ever, at  first  sight,  that  the  high  wages  of  the  type-founders  (for  example) 
arc  obtained  at  the  general  cost  of  the  labounng  class.  Thi.s  high 
remuneration  either  causes  fewer  persons  to  find  employment  in  the 
trade,  or,  if  not,  must  lead  to  the  investment  of  more  capital  in  it,  at  the 
expense  of  other  trades  :  in  the  first  case,  it  throws  an  additional  number 
of  labourers  on  the  general  market ;  in  the  second,  it  withdraws  from 
that  market  a  portion  of  the  demand  :  effects,  both  of  which  arc  injurious 
to  the  working  classes.  Such,  indeed,  would  really  be  the  result  of  a 
successful  combination  in  a  particular  trade  or  trades,  for  some  time  after 
its  formation  ;  hut  when  it  is  a  permanent  thing,  the  principles  so  often 
insisted  upon  in  this  treatise,  show  that  it  can  have  no  such  effetii.  The 
habitual  camiuys  of  the  working  classes  at  lar^e  can  he  aAected  by 
nothing  but  the  habitual  requirements  of  the  labouring  people :  these 
indeed  may  he  altered,  but  while  they  remain  the  same,  wages  never  fall 
permanently  below  the  standard  of  these  requirements,  and  cannot  long 
remain  above  that  standard.  If  there  had  been  no  combination  in  par- 
ticular trades,  and  the  w.ngcs  of  those  trades  had  never  been  kept  above 
Ihc  universal  level,  there  is  no  reasun  whatever  to  suppose  that  the 
universal  level  woidd  have  been  .it  all  higher  than  it  now  is.  There  would 
merely  have  been  a  great  number  of  people  ahogcther,  and  a  smaller 
number  of  exceptions  to  the  ordinary  low  rate  of  u-ages. 
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Combinations  to  keep  up  wages  are  therefore  not  only  permissible,  but 
useful,  whenever  really  calcula.ted  to  have  that  effect.  It  is,  howeverj  an 
indispensable  condition  that  tlie  combination  should  be  voluntary.  Xo 
seventy,  necessiry  to  the  purpose,  is  too  great  to  be  employed  against 
attempts  to  compel  workmen  to  join  a  union,  or  take  pnrt  in  a  strike,  by 
threats  or  violence.  Mere  rooral  contpiilsion,  by  the  expression  of  opinion, 
the  law  oiighc  not  to  interfere  with  ;  it  belongs  to  more  enlightened 
opinion  to  restrain  it,  by  rectifying  the  moral  sentiments  of  the  people. 
Other  questions  arise  when  the  combination,  being  voluntary,  proposes  to 
itself  objects  really  contrary  to  ilic  public  good.  High  wages  and  short 
hrrnrs  are  generally  good  objects,  or,  at  all  events,  may  be  so,  and  a 
limitation  of  the  number  of  persona  in  cmpbyment  may  be  a  necessary 
condition  of  these.  Combinations,  therefore,  not  to  work  for  less  than 
certain  wages,  or  for  more  than  a  certain  number  of  hours,  or  even  not  to 
work  for  a  master  who  employs  more  than  a  certain  number  of  apprentices^ 
are,  when  voluntary  on  the  part  of  all  who  engage  in  them,  not  only 
unexcepiionable,  hut  would  he  desirable,  were  it  not  thai  ihey  almost 
always  fail  of  their  effect.  But  in  majiy  trades'  unions,  it  is  among  the 
rules  that  there  shall  be  no  tast'work,  or  no  difference  of  pay  between  the 
most  expert  workmen  and  the  most  unskilful,  or  that  no  member  of  the 
union  shall  earn  mure  than  a  certain  sum  per  week,  in  order  that  there 
may  be  more  employment  for  the  resL  Tltese  are  combinations  lo  effect 
objects  which  are  pernicious.  Their  success,  even  when  only  p.irti.'fl,  is  a 
public  mischief ;  and  were  it  complete,  would  be  equal  in  magriitude  to 
almost  any  of  the  evils  arising  from  bad  economical  legislation.  Hardly 
anything  worse  can  be  said  of  the  worst  laws  on  the  subject  of  industry 
and  its  remuneration,  than  that  they  place  the  energetic  and  the  idle,  the 
skilful  and  the  incompetent  on  a  Level ;  and  this  it  is  the  avowed  object  of 
the  regulations  of  these  unions  to  do.  Any  society  which  exacts  from  its 
members  obedience  to  rules  of  this  description,  and  endeavours  to  enforce 
compliance  with  them  on  the  part  of  employers  by  refusal  to  work,  incurs 
the  inconveniences  of  Communism,  without  getting  rid  of  ,^ny  of  those  of 
individual  property.  It  does  not  follow,  however,  that  the  law  would  be 
warranted  in  making  the  fonnaiion  of  such  associations  illegal  and 
punishable.  Indei>endently  of  all  considerations  of  constitutional  liberty, 
the  best  interests  of  the  human  race  now  imperatively  require  that  all 
economical  experiments,  voluntarily  underial<en,  should  have  (he  fullest 
license,  and  that  force  and  fraud  should  be  the  only  means  of  attempting 
to  benefit  themselves  which  are  interdicted  to  the  less  fortunate  classes 
of  the  community. 

§6.  Among  the  modes  of  undue  exercise  of  the  power  of  govem- 
mcutj  on  which  I  have  commenled  in  this  chapter,  I  have  included  only 
such  as  rest  on  iheories  which  have  still  more  or  less  of  footing  in  the 
most  enlightened  countries.  1  have  rot  s]Kikcn  of  some  which  have 
done  siitl  greater  mischief  in  limes  not  long  past,  but  which  .ire  now 
generally  given  up,  at  least  in  theory,  though  enough  of  them  still  remain 
in  practice  to  make  it  impossible  as  yet  to  cbss  them  among  exploded 
errors. 

The  notion,  for  example,  that  a  government  should  choose  opinions  for 
the  people,  and  should  not  suffer  any  doctrines  in  politics,  morals,  law, 
or  religion,  but  such  as  it  approves,  to  be  printed  or  publicly  professed, 
m,iy  he  said  to  be  altogether  abandoned  as  a  general  thesis.  It  is  now 
wcU  understood  that  a  recline  of  this  sort  is  fatal  to  all  prosperity,  even 
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of  an  economical  kind  ;  that  the  human  mind,  when  prevented  cither  by 
Tear  of  the  law  or  by  fear  of  opinion  from  exercising  its  faculties  freely  oa 
Ihe  most  important  subjects,  acquires  a  general  torpidity  and  imbecilily, 
by  whicK  wlien  they  reach  a  certain  point,  it  is  tlis^|ualifie<l  from  innkiu^- 
any  considerable  advances  even  itl  the  common  affairs  of  life,  and  whidi, 
when  greater  still,  make  it  gradually  loae  even  ita  previous  atuiinraents. 
There  cannot  be  a  more  decisive  example  than  Spam  and  Portugal,  fro* 
the  Reformation  to  the  present  limc.  The  decline  of  tho:iC  countries  a 
national  greatness  and  even  in  material  civilisation,  while  aliuust  all  tbc 
other  nations  of  Europe  were  uniiilerriipiedly  advancing,  ha*  bees 
ascribed  to  various  causes,  bill  theie  is  one  which  lies  at  ihe  fomidatiOB 
of  them  all  :  the  Holy  Inti^uisiiion,  and  the  system  of  mental  slavery  tf 
which  it  is  the  symbol. 

Yet  although  these  truths  are  very  widely  rccogriised,  and  freedMnbodi 
of  opinion  and  of  discussion  is  admitted  as  an  axiom  in  all  free  countrie!, 
this  apparent  liberality  and  tolerance  has  acquired  so  little  of  tlie 
avilhonty  of  a  principle,  that  it  is  always  ready  to  give  way  to  the  dread 
or  hoirnr  inspired  by  some  pailicular  sort  of  opinions.  Within  llie  Ua 
two  or  three  years  several  individuals  have  suiTeied  imprisonnicnt  for  the 
public  profession,  sometimes  in  a  very  temperate  manner,  of  infiddl 
opinions  ;  and  ii  is  probable  that  both  the  public  and  the  government,  ai 
the  first  panic  which  arises  on  the  subject  of  Chartism  on  Communistr. 
will  Qy  to  similar  means  for  checking  ihe  propagation  of  dt-'tnocraiic  or 
anti-property  doctrines.  In  this  country,  however,  the  efiTective  restraints 
on  mental  freedom  proceed  much  less  from  the  law  or  the  government* 
than  from  the  intolerant  temper  of  the  national  mind  ;  arising  no  long* 
from  even  su  respectable  a  source  as  bigotry  or  fanaticism,  but  ratbtf 
from  the  general  h.ibit,  both  in  opinion  and  conduct,  of  making  adherence 
to  custom  the  rule  of  life,  and  enforcing  it,  by  social  penalties,  againK 
all  persons  who,  without  a  party  to  back  them,  assert  their  individual 
independence. 
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OP  THE  GROUNDS  AVD    LIMITS  OF    THE    lAISSER-tAlRE    OR  NOX' 
INTERFF.RENCE    PKINCIl'Li;. 

§  1.  We  have  now  reached  the  last  part  of  our  undertaking;  the 
discussion,  so  far  as  suited  lo  this  treniise  (that  U,  so  far  ;is  it  is  a  question 
of  principle,  not  detail)  of  the  limits  of  the  province  of  government ;  ibc 
question,  to  what  objects  ^governmental  intervention  in  the  affairs  of 
society  may  or  should  extend,  over  and  above  those  which  weccssariJy 
appertain  to  it.  No  subject  has  been  more  keenly  contested  in  lb« 
present  age  :  the  contest,  however,  has  chiefly  been  carried  on  .^^(nIIU^ 
certain  select  points,  with  only  flying  excursions  into  the  rest  of  the  field 
Those  indeed  who  have  discussed  any  particular  question  of  govemmcnl 
interference,  such  as  state  education  {spirini.i!  or  secular),  regulation  ok 
hours  of  labour,  a  public  provision  for  the  poor,  etc.,  have  often  d&ill 
largely  in  general  arguments,  far  outstretching  the  special  application 
made  of  ihcm,  and  have  shown  a  sufficiently  strong  bias  either  in  favooi 
of  letting  tilings  alone,  or  in  favour  of  meddling  ;  but  have  seldoffl 
declared,  or  apparently  decided  in  ttieir  own  minds,  how  far  they  wotild 
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carry  cither  principle.  Tlie  supporters  of  'mterfeieiice  have  been  content 
wilh  asserting  a  general  right  and  duty  on  the  jjart  of  gOvernnienl  to 
iniervenc,  wliercver  its  Imerveniion  wftultl  be  useful  ;  and  wheu  those  who 
have  been  called  the  iaisscr-fain  scliool  have  attempted  any  delitiiic 
limitation  of  the  province  of  govenimcrt,  they  b;ivE  usually  restricted  it 
to  the  protection  of  person  iind  property  agaiiist  force  and  fnitid  ;  h 
definition  to  which  neither  they  nor  any  one  else  can  deliberately  adhere, 
since  it  csictiidts,  as  has  been  shown  in  a  preceding  chapter,*  some  of 
the  niosi  indispensable  and  unanimously  recognised  of  the  duties  of 
government, 

Without  prcifessing  emiiely  to  snpp'y  this  deficiency  of  a  general 
theoiy,  on  a  question  which  does  not,  as  1  conceive,  admit  ot  any 
universal  solution,  I  sliall  .illempl  to  aifDrd  some  little  aid  towards  the  re- 
solution of  this  class  of  questions  as  they  iirise,  by  examining",  in  tlie  most 
general  point  of  view  ui  which  the  subject  can  be  considered,  whar 
nrc  the  .idvantages,  and  what  the  evils  or  inconveniences,  of  government 
interference. 

We  must  set  out  by  distinguishing  between  two  kinds  of  intervention 
by  the  governmeni,  which,  though  they  may  relate  to  the  same  subject, 
differ  widely  in  their  nature  and  effects,  and  require,  for  their  justification, 
motives  of  a  very  different  degree  of  urgency.  The  intervention  may 
extend  to  controlling  the  free  ai,^cncy  of  individuals.  Coveramcnt  may 
interdict  all  persons  (rum  doiug  certain  things  ;  or  from  doing  them 
(vitliaut  its  anthoii2atioii  ;  or  may  prescribe  to  them  certain  things  lo  bo 
done,  or  a  certain  manner  of  doiii^  things  which  it  is  left  optional  with 
them  lo  do  or  to  abstain  from.  This  is  the  authorilaiive  inierforcnce  of 
government.  There  is  annther  kind  of  inter^'ention  which  is  not 
authoritative :  when  a  government,  instead  of  issuii^  a  command  and 
enforcing  it  by  penalties,  adopts  the  course  so  seldom  resorted  to  by 
governments,  Jind  of  which  such  important  use  might  he  made,  that 
of  giving  advice,  and  pronmlgating  information  ;  or  when,  leavinjf 
individuals  free  to  use  their  own  means  of  pursuing  any  object  of  general 
interest,  the  government,  not  meddling  with  them,  but  not  truslmg  the 
object  solely  to  their  care,  establishes,  side  by  side  with  their  arrange- 
ments, an  agency  of  its  own  for  a  like  purpose.  Thus,  it  is  one  thing  to 
maintain  a  Church  Esiablislimcnt,  and  another  to  refuse  toleration  to 
other  religiona,  or  to  persons  professing  no  religion.  It  is  one  thing  to 
provide  schools  or  colleges,  and  another  to  require  that  no  person  shall 
act  as  an  instructor  of  youlli  withont  a  government  license.  Thero 
might  be  a  national  bank,  or  a  govenimeni  manufactory,  without  any 
monopoly  against  private  banks  and  manuftictorie*.  There  might  be  a 
post-office,  without  penalties  against  the  conveyance  of  letters  by  other 
means.  There  may  be  a  corps  of  government  engineers  for  civil  purposes, 
while  the  profession  of  a  civil  enyineer  is  free  lo  be  adopted  by  every  one. 
There  may  be  public  hospitals,  without  any  restriction  upon  private 
medic.-U  or  surgical  practice, 

§  z.  It  is  evident,  even  at  first  sight,  that  the  nuthoritatlve  form 
of  ^ovcrnmcnl  intervention  has  a  much  more  limited  sphere  of  legitimate 
action  than  the  other.  U  requires  a  much  stronger  necessity  to  justify  it 
in  any  case,  while  there  are  large  dcpartiiicnts  of  human  life  from  which 
it  must  be  iinreseriediy  and  imperiously  excluded.    Whatever  tlaeory  we 


•  Supra,  hook  *.  ch.  f, 
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adopt  respecting  the  founJaimn  of  the  social  union,  and  under  whatever 
political  insiitutions  we  live,  there  is  a  circle  around  cvcr>'  individual 
human  being,  which  no  government,  be  it  that  of  one,  of  a  few,  or  of  the 
many,  ought  to  be  permitted  to  overstep ;  there  is  a  pari  of  the  life  of 
every  person,  who  has  come  to  years"  of  discrrtion,  within  which  the 
individuality  of  that  person  aught  to  reign  uncontrolled  eitherby  any  other 
individual  or  by  the  public  collectively.  That  there  is,  or  ought  to  be, 
some  space  in  human  eitistence  ihua  entrenched  round,  and  sacred  from 
authoritative  intrusion,  no  one  wtin  professes  the  smallest  regard  to 
human  freedom  or  dignity  will  call  in  question  :  the  point  to  be 
determined  Is,  where  the  limit  should  be  placed  ;  how  large  a  province  ot 
hiimnn  life  this  rcscr\'ed  territory  should  include.  I  apprehend  that 
it  ought  to  include  all  thai  part  which  concerns  only  the  life,  whether 
inward  or  outward,  of  the  inaividual,  and  does  not  affect  the  interests  of 
others,  or  affects  them  only  through  the  moral  influence  of  example. 
With  respect  to  the  domain  of  the  inward  consciousness,  the  thougha 
and  feelings,  and  as  much  of  external  conduct  as  is  personal  only,  involv- 
ing no  consequences,  none  at  least  of  a  painful  or  injurious  kind, 
lo  other  people,  I  hold  that  it  is  allowable  in  all,  and  in  the  more 
thoughtful  and  cultivated  often  a  duty,  to  assert  and  promulgate,  with  all 
the  force  they  arc  tafjabic  of,  their  opinion  of  what  is  good  or  had, 
admirable  or  contemptible,  but  not  to  compel  others  to  conform  to  that 
opinion  ;  whether  the  force  used  is  that  of  extra-legal  coercion,  or  exerls 
itself  by  means  of  the  law. 

Even  in  those  portions  of  conduct  which  do  affect  the  interest  of 
others,  the  onus  of  making  out  a  case  alwa>'s  lies  on  the  defenders 
of  legal  prohibitions.  It  is  not  a  merely  constructive  or  presumptive 
injury  to  others,  which  will  justify  the  interference  of  law  with  individual 
freedom.  To  be  prevented  from  doing  what  one  is  inclined  to,  or  from 
acting  according  to  one's  own  judgment  of  what  is  desirable,  is  not  only 
always  irksome,  but  always  tends,  pro  Innto.  lo  star^-c  the  development  ol 
some  portion  of  the  bodily  or  mental  faculties,  cither  sensitive  or  active  ; 
and  unless  the  conscience  of  the  individual  goes  freely  with  the  l^al 
restraint,  it  partakes,  either  in  a  great  or  in  a  small  degree,  of  the  degra- 
dation of  slavcrj*.  Scarcely  any  degree  of  utility,  short  of  absi^ute 
necessity,  will  justify  a  prohibitory  regulation,  unless  it  can  be  made 
to  recommend  itself  to  the  general  conscience ;  unless  persona  of  ordinary 
good  intentions  cither  believe  already,  or  can  be  induced  to  believe, 
that  the  thing  prohibited  is  a  thing  which  they  ought  not  to  wish  to  do. 

It  is  otherwise  with  governmental  interferences  which  do  not  restrain 
individual  free  agency.  When  a  government  prondes  means  for 
fulfilling  a  certain  end.  leaving  Individuals  free  to  a\-atl  themseU-cs 
of  different  means  if  in  their  opinion  preferable,  there  is  no  infringement  fi 
liberty,  no  irksome  or  degrading  restraint.  One  of  the  principal  objectinas 
to  government  inlcrfcitnce  is  then  absent  There  Is,  however,  in  almost 
all  forms  of  government  agency,  one  thing  which  is  compulsory :  the 
provision  of  the  pecuniary  mcins.  These  are  derived  from  t.n\ation  ;  or, 
if  existing  in  the  form  of  an  endowment  deri\-cd  from  public  property,  they 
are  still  the  cause  of  as  much  compulsory  taxation  as  the  sale  or  the 
anntial  proceeds  of  the  property  would  enable  to  be  dispensed  with.* 

•  The  only  -3s«  in  which  g.wrminenl  agency  involTet  notbioc  of  a  CompalsOf7 
salute,  »re  the  laic  auct  io  which,  «iUK»t  aoy  artificial  OMOOp^-,  ii  pays  iisovB 
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And  llic  Dbjection  necessarily  fiiuicliing  to  cmnpulsciry  coniribnions,  is 
almost  al^nys  greatly  aggravated  by  tlie  expensive  precautions  and 
onerous  rcsmctions  which  are  indispensable  to  prevent  evasion  of  a  com- 
pulsory tax. 

§  3.  A  second  general  objection  to  government  agency,  is  that  every 
increase  of  the  functions  devolving  on  the  government  is  an  increase  of 
its  power,  both  in  the  fonn  of  authority,  and  still  more,  in  the  indirect 
fomi  of  influence.     The  importance  of  this  consideration,  in  respect  lo 

fiolitical  freedom,  has  in  general  been  quiie  sufnclently  recognised,  at 
east  in  lilngland  ;  but  many,  in  latter  timeSj  hiive  been  prone  to  think 
that  iimiiation  of  the  powers  of  the  government  is  only  essential  when 
the  government  itself  is  badly  consLituled;  when  it  does  not  represent 
the  people,  but  is  the  organ  of  a  class,  or  coalition  of  classes ;  aiid  that 
a  government  of  sufficiently  popular  constitution  might  be  trusted  with 
any  amount  of  power  over  the  nation,  since  its  power  would  be  only  that 
of  the  nation  over  itself.  This  might  be  true,  if  the  nation,  in  such  cases, 
did  rot  practically  mean  a  mere  majority  of  ihe  nation,  and  if  minorities 
were  only  capable  of  oppressing,  but  not  of  being  oppressed.  Experi- 
ence, however,  proves  that  the  depositaries  of  power  who  are  mere 
delegates  of  the  people,  that  is,  of  a  majority,  are  quite  as  ready  (when 
iliey  think  they  can  count  on  popular  support)  as  any  organs  of  oligarchy, 
to  assume  .irbitrar>'  power,  and  encroach  unduly  on  the  hberty  of  private 
life.  '1  ne  pubhc  collectively  is  abundantly  ready  to  impose,  not  only  its 
generally  narrow  views  of  its  interests,  but  its  abstract  opinions,  and  even 
its  tastes,  as  laws  binding  upon  individuals.  And  our  present  civilization 
tends  so  strongly  to  inafce  the  power  of  persons  acting  in  masses  the  only 
subslaniial  power  in  society,  that  there  never  was  more  necessity  for 
sunoundlng  individual  independence  of  thought,  speech,  and  conduct, 
with  the  most  powerfu!  defences,  in  order  to  maintain  that  originality  of 
mind  and  individuality  of  character,  which  are  the  only  source  of  any 
real  progress,  and  of  most  of  the  qualities  which  make  the  human  race 
much  superior  to  any  herd  of  animals.  Hence  it  is  no  less  im]>ortant  in 
a  democratic  than  in  any  other  government,  that  all  tendency  on  the  part 
of  piiblic  authorities  to  slretch  tlipir  interference,  and  assume  a  power  of 
any  sort  which  can  easily  be  dispensed  with,  should  be  regarded  with 
unremilting  jealousy.  Perhaps  this  is  more  important  in  a  democracy 
than  in  any  other  fonn  of  political  society  ;  because,  where  public  opinion 
is  sovereign,  an  individual  who  is  oppressed  by  the  sovereign  does  not,  as 
in  most  other  states  of  things,  find  some  other  and  rival  power  to  which 
he  can  appeal  for  relief. 

§  4.  A  third  general  objecuon  to  government  agency,  rests  on  the 
principle  of  the  division  of  labour.  Every  additional  function  undertaken 
by  the  government,  is  3  fresh  occupation  imposed  upon  a  body  already 
overchai'ged  with  duties.  A  natural  consequence  is  that  most  things  are 
ilE  done  ;  much  not  done  at  aU,  because  Ihe  government  is  not  able  to  do 
it  without  delays  which  are  fatal  to  its  purpose ;  that  the  more  trouble- 
some, and  less  showy,  of  the  functions  undertaken,  are  postponed  or 


expenses.  A  bridge  built  with  public  money,  on  which  lolls  rtre  collected,  sulEcieni 
to  pay  not  only  aU  current  expenses,  kut  the  inlerest  of  Ihe  original  outlay,  is  one 
casein  point.  The  govprnnient  railways  in  Belgium  and  Ceimany  Rre  UDOlbet 
example.  The  Tost  Ofnce,  if  its  monopoly  were  abolished,  anditEtill  paid  iU 
own  expenses,  would  be  another. 


neglected,  and  an  excuse  is  nlways  ready  for  the  neglect ;  while  the  heads 
of  the  administration  have  ihcir  minds  so  fully  taken  up  with  official 
details,  ill  however  perfunctory  a  manner  superintended,  that  ihcy  have 
no  time  or  ihoiiglit  to  spare  for  the  great  interests  of  the  siatc;,  and  the 
preparation  of  enlarged  measures  of  social  improvement. 

Hut  these  inconveniences,  though  i-eal  and  serious,  result  much  more 
from  the  bad  oi^gani^ation  of  governments,  than  from  the  extent  or  variety 
of  the  duties  undertalccn  by  tl^cm.  Government  is  not  a  name  for  some 
one  functlonarj',  or  definite  number  of  functionaries  :  thcrc  may  be  almost 
any  amount  of  division  of  labour  within  the  administralivc  body  itself. 
The  evil  in  question  is  fcU  in  great  magnitude  under  some  of  ilic  Ko\xni- 
ments  on  the  Continent,  where  six  or  eight  men,  living  at  the  capital  and 
tnowm  by  the  name  of  ministers,  demand  that  the  whole  public  business 
of  the  country  shall  pass,  or  be  supposed  to  pass,  under  their  individual 
eye.  Hut  the  inconvenience  would  be  reduced  to  a  very  manageable 
compass,  in  a  country  in  which  there  was  a  proper  distribution  of 
functions  between  itie  cenlriil  and  local  ofTiccrs  of  government,  and  in 
which  the  central  body  was  divided  into  a  sulTicient  number  of  depart- 
ments. When  I'arllament  thoujjlit  it  expedient  to  confer  on  the  govern* 
ment  an  inspeciing  and  partially  controlling  authority  over  railways,  it 
did  not  add  railways  to  the  tlcpanment  of  the  Home  Minister,  iHit 
creati;d  a  Railway  Board.  When  it  determined  to  hai*c  a  central  super- 
intcLiding  authority  for  pauper  administmtion,  it  established  the  Poor 
Law  Con^mission.  There  are  fe»v  couniiies  in  which  a  greater  number 
of  functions  are  discharged  by  public  officers,  than  tn  some  states  of  the 
American  Union,  particularly  the  New  England  States  :  but  the  division 
of  labour  in  public  business  is  extreme  ;  most  of  these  officers  being  not 
even  amenable  to  any  common  superior,  but  performing  their  duties 
freely,  under  the  double  check  of  election  by  their  townsmen,  and  civil 
as  well  as  criminal  responsibility  to  the  tribunals. 

It  iSj  no  doubt,  indispensable  to  good  government  that  the  chiefs  of  ibe 
administration,  whcUier  permanent  or  temporary,  should  extend  a  com- 
manding, though  general,  view  ove."  the  emcmbU  of  all  "the  interests 
confided,  in  any  degree,  lo  the  responsibility  of  the  central  power.  Uul 
iviib  a  skilful  internal  organiiaiion  of  the  administrative  machine,  leaving 
to  subordinates,  and  as  far  as  possible  to  local  subordinates,  not  only  the 
execution,  but  to  a  great  degree  the  control,  of  details  ;  holding  them 
nccQutitablc  for  the  results  of  their  acts  rather  than  for  the  acts  them- 
selves, except  where  these  come  within  the  cognisance  of  the  tribunals; 
taking  the  most  effectual  securities  for  honest  and  capable  appointments; 
opening  a  broad  path  to  promotion  from  the  inferior  degrees  of  tb« 
administrative  scale  to  the  srijiei-ior ;  leaving,  at  each  sieft  to  ihc  func- 
tionary, a  wider  range  in  the  origination  of  mcastues,  so  that,  in  Uw 
highest  grade  of  all,  deliberation  may  be  concentrated  on  the  gteu 
collective  interests  of  the  country  in  each  department ;  if  all  this  were 
done,  the  government  would  not  probably  l>e  overburthened  by  any 
business,  in  other  respects  fit  to  bo  nnderlalcen  by  it;  though  the  over- 
burthening  would  remain  as  a  serious  addition  to  the  inconveniences 
incurred  by  its  undertaking  any  which  was  unfit. 

%  5-  liut  although  a  better  organization  of  governments  would  greatly 
diminish  the  force  of  tlic  objection  to  the  mere  muhiplication  of  their 
dtttics,  it  would  still  remain  true  that  in  all  the  more  advanced  conj- 
muniUti,  the  great  majoriiy  of  things  arc  worse  done  by  the  intcn-entiott 
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of  government,  than  the  individuals  most  interested  in  the  matter  would 
do  therrij  or  cause  ihem  to  be  done,  if  left  to  [hemselve?.  The  gi-oimds 
of  ihis  truth  are  expressed  wilh  tolerable  exactness  in  the  popular  dictum, 
that  people  undersiand  their  owti  business  and  their  awn  interests  better, 
and  care  for  them  more,  than  the  government  cJocs,  or  can  be  c.\p>ccted 
to  do.  This  maxim  holds  true  throughout  the  greatest  part  of  the  business 
of  life,  and  wherever  it  is  true  \vc  ought  to  condemn  every  kind  of  govern- 
meiit  intervention  that  conflicts  with  it.  The  inferionty  of  government 
agency,  for  example,  in  any  of  the  cominon.  operations  of  mdiistry  or 
commerce,  is  proved  by  the  fact,  thai  it  is  hardly  ever  able  to  maintain 
itself  in  equal  competition  with  individual  agency,  where  the  individuals 
possess  the  requisite  degree  of  industiial  enterprise,  and  can  command 
the  nccessai-y  assemblage  of  means.  Alt  the  facUiues  which  a  govem- 
ment  enjoys  of  access  to  information  ;  all  the  means  which  it  possesses 
of  remunerating,  and  therefore  of  coinmnndiny,  the  best  available  talent 
in  the  market — are  not  an  equivalent  for  tlie  one  great  disadvantage  of  an 
inferior  interest  in  the  result. 

It  mi35t  be  remembered,  besides,  that  even  if  a  ^o\-cmment  were 
superior  in  intelligence  and  knowledge  to  any  single  mdivldual  in  the 
nation,  it  roust  be  inferior  to  all  the  individuals  of  the  nation  taken 
together.  It  can  neither  possess  in  itself,  nor  enlist  in  its  service,  more 
than  a  portion  of  the  attjuiremcnts  and  capacities  which  the  coLintry  con- 
tains, applicable  lo  any  given  pmriose.  There  must  he  many  persons 
equally  qualified  for  the  work  with  those  whom  the  government  employs, 
even  if  It  selects  its  instruments  with  no  reference  to  any  consideration 
but  their  fitness.  Now  these  are  the  very  persons  into  whose  hands,  in 
the  cases  of  most  common  occurrence,  a  system  of  individual  agency 
naturally  tends  to  throw  the  work,  because  they  are  capable  of  doing  it 
better  and  on  cheaper  tcrnns  than  any  other  persons.  So  far  as  this  is  the 
case,  it  is  evident  that  government,  by  excluding  or  even  hy  superseding 
individual  agency,  either  substitutes  a  less  qualified  instrumentality  for 
one  belter  qualified,  or  at  any  rate  substitutes  its  own  mode  of  accom- 
plishing the  work,  for  all  the  variety  of  modes  which  would  be  tried  by  a 
number  of  equally  qualified  persons  aiming  at  the  same  end  ;  a  competi- 
tion by  many  decrees  more  propitious  to  the  progress  of  improvement, 
than  any  uniformity  of  system. 

^  6.  I  have  reserved  for  the  last  place  one  of  the  strongest  of  the 
reasons  against  the  extension  of  government  agency.  Even  if  the 
government  could  comprehend  within  itself,  in  each  department,  all 
ihe  most  eminent  intellectual  capacity  and  active  talent  of  the  nation, 
it  would  not  be  the  less  desirable  that  the  conduct  of  a  large  portion  of 
the  affairs  of  society  should  be  left  in  the  hands  of  the  persons  immedi- 
ately interested  in  them.  The  business  of  life  is  an  essential  part  of  the 
practical  education  of  a  people  ;  without  vvhich,  book  and  school  instruc- 
tion, though  most  necessary  and  salutary,  does  not  suffice  to  quallfj^  them 
for  conduct,  and  for  the  adaptation  of  means  to  ends.  Instruction  is  only 
one  of  the  desiderata  of  mental  improvement ;  another,  almost  as  indis- 
pensable, is  a  vigorous  exercise  of  the  active  energies  ;  labour,  contrivance:, 
judgment,  self-control :  and  the  natural  stimulus  to  thesf  is  the  dinTicullics 
of  life.  This  doctrine  is  not  to  he  confounded  with  the  complacent 
optimism,  which  represents  the  diOicuIties  of  life  as  desirable  things, 
because  they  call  forth  qualities  adapted  to  combat  with  difficulties.  It  is 
only  because  the  difficuUics  exist,  that  the  qualities  which  coinbal  with 
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ihcm  are  of  any  value.  As  praccical  beings  it  is  our  business  lo  free 
huiiLin  life  from  as  many  as  possible  of  its  ditHcuIties,  and  not  to  keep  up 
a  stuck  of  tlicm  as  hunters  preserve  }^amc,  for  ttie  exercise  of  pursuitig  it. 
But  since  the  need  of  active  talent  and  practical  judgment  in  the  affeirs 
of  life  can  only  be  diminished,  and  not,  even  on  the  most  favourable 
supposition,  done  away  wilb,  it  is  iinportant  that  those  endowmenll 
should  be  cultivated  not  merely  in  a  select  few,  but  in  all,  and  that  the 
cultivation  should  be  more  varied  and  complete  than  most  persona  ■« 
able  to  tind  in  the  narrow  sphere  of  their  itierely  individual  intcrcs 

people  among  whom  there  is  no  habit  of  spontaneous  action  for  a  coU    

jntercst  —who  look  habitually  to  their  gnvernmcnt  to  comm.ind  or  prompl 
them  in  all  matters  of  joint  concern— who  expect  to  have  everything  done 
for  them,  except  what  can  be  made  an  atiair  of  mere  habit  and  routine- 
have  their  faculties  only  half  developed  ;  their  ciiucation  is  defective  in 
one  of  its  most  important  branches. 

Not  only  is  the  cultivation  of  Uie  active  faculties  by  exercise,  diffused 
through  the  whole  community,  in  itself  one  of  the  mnst  valuable  of  national 
possessions  :  it  is  rendered,  not  less,  but  more,  necessary,  by  the  fact,  that 
a  hi^'h  degree  of  that  indispensable  culture  is  systematically  kept  up  ia 
the  chiefs  and  functionaries  of  the  state.  There  cannot  be  a  combinatioa 
of  circumstances  more  dangerous  to  human  welfare,  than  that  in  whidi 
intelligence  and  talent  arc  maintained  at  a  hij,'h  standard  within  a 
governing  corporation,  but  starved  and  discouraged  outside  the  paJe 
Such  a  systeiTi,  more  completely  than  any  other,  embodies  the  idea  of 
despotism,  by  arming  with  intellectual  superiority  as  an  additional  weapon, 
those  who  have  already  the  legal  power.  It  ap])roadies  as  nearly  as  the 
org^anic  difference  between  human  beinys  and  other  animals  admits,  u 
the  government  of  sheep  by  their  shepherd,  without  anything-  like  so 
strong  an  interest  as  the  shepherd  has  in  the  thriving  condition  of  the 
flock.  The  only  security  against  polilical  slavery,  is  the  check  maintained 
over  governors,  by  the  difnision  of  intelligence,  activity,  and  public  spint 
among  the  governed.  Experience  proves  the  extreme  difficulty  of  per- 
manenUy  keeping  up  a  sufficiently  high  standard  of  those  qualities  :i 
difficulty  whicb  increases,  as  the  advance  of  civilization  and  sccurit; 
removes  one  after  another  of  die  hardships,  embarr.is3ments,  and  dangers 
against  which  individuals  had  fonneriy  no  resource  but  in  their  own 
strength,  skill,  and  courage.  It  is  therefore  of  supreme  importance  that 
alL  classes  of  the  commmiity,  down  to  the  lowest,  should  have  much  to  do 
for  themselves  ;  that  as  great  a  demand  should  be  made  upon  their 
intelligence  and  virtue  as  it  is  in  any  respect  equal  to  ;  that  the  govern 
ment  should  not  only  leave  as  much  as  possible  to  their  own  faculties  the 
conduct  of  whatever  concerns  themselves  alone,  but  should  sufTcr  thetn,or 
rather  encourage  them,  to  manage  as  many  .as  possible  of  their  joint 
concerns  by  voluntary  co-operation  :  since  the  discussion  and  managemeni 
of  collective  interests  is  the  great  school  of  that  public  spirit,  and  the  giMt 
source  of  that  intelligence  of  public  alTairs,  which  are  alwa>*s  regarded  M 
the  distinctive  character  of  the  public  of  free  countries. 

A  democratic  constitution,  not  supported  by  democratic  institutions  ia 
detail,  but  confined  to  the  centra]  government,  not  only  is  not  poIiuoJ 
freedom,  but  often  creates  a  5])irit  precisely  the  reverse,  carrj-ing  down  W 
the  lowest  grade  in  society  the  desire  and  ambition  of  political  dominatioo. 
In  some  counsries  the  desire  of  the  people  is  for  not  being  tyrannized  over, 
bji  iu  oihcrj  it  is  merely  for  an  equal  chaocc  to  everybody  of  tynmninng. 
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Unliappily,  Ihis  Inst  stale  of  the  desires  is  fully  as  natural  to  manVind  as 
the  former,  nnd  in  many  of  the  condititvns  even  of  civilised  humanity,  is 
far  more  Lii-gely  exemplified,  In  proponion  as  the  people  are  accustomed 
to  manage  their  affiiirti  by  their  own  active  intervention,  instead  of  leaving 
them  to  the  jfoveriinieiit,  their  desires  will  turn  to  rcpellinij-tyranuy,  rather 
th.in  to  tyraniiuiny  :  while  in  propniiion  as  nil  real  initial ive  and  direction 
resides  in  the  government,  and  indiviihials  habitually  feel  and  net  asunder 
its  perpetual  ijielagE!,  popular  instiuitions  develop  in  them  not  ihe  desire 
of  freedom,  but  nii  unmeasured  appctiic  for  place  and  power  ;  divctting 
the  intclli.-jcnce  and  activity  of  the  country  from  its  principal  business,  to 
a  wietclied  coinpclition  for  the  selfish  priies  and  the  petty  vanities  of 
office. 

$  7.  The  preceding  are  the  principal  reasons,  of  a  general  character,  in 
favour  of  resirirting-  to  the  nnrrowest  compass  the  intervention  of  a  public 
authority  in  the  business  of  the  community  :  and  few  will  dispute  the  more 
tlian  sufficiency  of  these  reasons  to  throw,  in  every  instance,  the  burthen 
of  making  out  a  strony  case,  not  on  those  who  resist,  but  on  those  n*ho 
recommend,  governmeni  interference.  La:ssgr-/run;  in  short,  should  be 
the  geiTienil  practice  :  every  departure  from  it,  unless  required  by  son>e 
great  good,  is  a  certain  evil. 

The  degree  in  which  the  maxim,  even  in  the  cases  to  which  it  Is  most 
manifestly  applicable,  has  heretofore  been  infringed  by  governments, 
future  ages  »vill  probably  have  difficulty  in  crediting.  Some  idea  may 
be  formed  of  it  uom  the  description  by  M-  Dunoyer*  of  the  restraints 
imposed  on  the  operations  of  manufacture  under  the  old  government  of 
France,  by  the  meddling  and  regulating  spirit  of  legislation. 

'  La  SQCLiJte  exerqait  sur  la  fabrication  la  juridiciion  la  plus  illiniit^e  et 
la  plus  arbitraiie  :  cllc  disposait  sans  scrupuledes  facultc's  des  fabricants  ; 
eJle  di5cidait  qui  pouri^it  travailler,  quelle  chose  on  pourrail  faire,  quels 
mat^riaux  on  devrait  employer,  quels  proctdL-s  il  faudrait  suivre,  quelles 
formes  on  donnerait  aux  produits,  etc.  II  ne  sofiisait  pas  de  faire  bien, 
de  faire  micux,  il  falEait  faire  suivant  Ics  regies.  Qui  ne  connatt  ce  rt-gle- 
nient  de  1670,  qui  prescrivait  de  saisir  et  de  clouer  au  potcau,  avec  le  noin 
des  auteurs,  les  marchandises  non  conformes  aux  rtglea  tmeses,  et  qui,  i 
la  seconde  recidive,  voulait  que  les  fabricants  y  fusgent  attaches  eux- 
ni^ines?  II  3ie  s'agissait  pas  de  consulter  le  ^out  des  consouimnteurs, 
mais  de  sc  conformcr  aus  volontes  de  la  loi.  Des  lii^gions  d'iiispecleurs, 
de  commissaires,  de  contriJleiirs,  de  jurcs,  de  gardes,  ijtaient  charg<?s  de 
les  faire  cK(^ciiter ;  on  brisait  les  meHiei-s,  on  briilait  les  produits  qui  n'y 
^talent  pas  conformes  ;  les  ain!5li  oral  ions  i^Laient  punies  ;  on  mettait  les 
inventeiirs  ^  I'amende.  On  souraettait  h.  des  ril^gles  difl"i?rentes  la  fabrica- 
tion des  objeis  desim<?s  il  la  causommation  int^ricure  et  celJc  des  produits 
destines  au  commerce  Stranger.  Va  artisan  n'litait  pas  le  inaiire  de 
choisir  le  lieu  de  son  tJiablissenient,  ni  de  travailler  en  toutc  saison,  ni  dc 
travailler  pour  tout  le  monde,  11  existe  un  dt'cret  du  50  Mars,  1700,  qui 
borne  ?i  dis-huit  villes  le  nombre  des  lieox  oh  Ton  pourra  faire  des  has  au 
mdtier ;  un  arret  du  iH  Juin,  1723,  cnjoint  aux  fabricants  de  Rotien  de 
suspendre  leurs  travaux  de  icr  Juillet  au  15  Seplembrc,  afin  dc  faciliter 
ceux  dc  la  rtcolte  ;  Louis  XIV.,  i^uand  W  voulutentreprendre  la  colonnade 
du  Louvre,  defondit  aux  parlicuhcrs  d'cniployer  des  ouvriers  sans  sa  per- 
missdon,  sous  peine  de  10,000  livres  d'amende,  et  aux  ouvriers  de  travailler 
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pour  les  particilicrs,  sous  peine,  poui*  la  premiere  fois,  de  la  pnson,  et 
pour  la  sccondc,  dcs  j^aiircs.' 

That  iliciL-  iind  similar  regulations  were  not  a  dead  letter^  and  that  the 
officious  and  vexiilioiis  ineddlioj^  was  pro!on;:ed  down  lo  the  French 
Revolution,  \vc  have  ihe  tesiimnny  of  Roland,  the  Girondist  minister.* 
•!  have  seoii,'  says  he,  •cig-hty,  ninety,  a  hundred  pieces  of  cotton  or 
woollen  smtf  cut  up,  and  coinpliitely  destroyed.  1  have  witnessed  siniilai 
scenes  every  week  for  a  number  of  years.  I  have  seen  maiiufactuttd 
goods  coiifiscaied  ;  heavy  fines  I;nd  on  the  manufacturos  ;  some  pieces 
of  fabric  were  burnt  in  public  places,  and  at  the  hours  of  market :  othcn 
were  fixed  to  the  pillory-,  with  the  name  of  the  manufacturer  inscribed 
upon  them,  and  he  himself  \vas  threatened  with  the  pillory,  in  case  of  a 
second  oftence.  All  this  wiib  dune  under  my  eyes,  at  Rduch,  in  conformity 
with  existing  regulation^,  or  ministerial  orders.  What  crime  deserved  » 
cniel  a  pnnishment  ?  Some  defects  in  the  inatcrials  employed,  or  in  the 
texture  of  the  fabric,  or  even  in  some  of  the  threads  of  the  warpL 

'  I  have  frequently  seen  manufacturers  visited  by  a  band  of  satcllttei 
who  put  all  in  confusion  in  their  establishments,  spread  terror  in  thtsi 
families,  cut  the  stuffs  from  the  frames,  ture  DlT  the  warp  from  the  loomst 
and  carried  them  awny  ns  proofs  of  infringement ;  the  manufaciuren 
were  summoned,  tried,  and  condemned  :  their  goods  confiscated  ;  copies 
of  their  judgment  of  confiscalion  posted  up  ia  ei-ery  public  place  ;  fortane, 
reputation,  credit,  all  was  lust  and  destroyed.  And  for  what  offence  ;■ 
Uecaiise  they  had  made  of  worsted,  a  kind  of  cloth  called  shag,  such  as 
the  English  used  to  manufacture,  and  even  sell  in  France,  while  iht 
French  regulations  stated  that  that  kind  of  cloth  should  be  made  vnlh 
mohair.  I  have  seen  other  manufacturers  treated  in  the  same  wy. 
because  they  had  made  camlets  of  a  particular  width,  used  in  Eugi-ind 
and  Germany,  for  which  there  was  a  great  demand  from  Spain,  Portugal 
and  nther  couiHries,  and  from  several  parts  of  France,  while  the  KroKli 
regulations  prescribed  other  widths  for  camlets.^ 

The  lime  is  gone  by,  when  such  applications  as  these  of  the  principk 
of  'paternal  govcrnnicnt'  would  be  attempted,  in  even  the  least  en- 
lightened Country  of  (he  European  commonwealth  of  rations.  In  such 
cases  as  those  cited,  all  the  general  objections  to  government  interference 
are  valid,  and  several  of  them  in  nearly  their  highest  degree.  But  we 
must  now  turn  to  the  second  part  of  our  task,  and  direct  our  attention  tc 
cases,  in  which  some  of  those  general  objections  are  altogether  absent. 
while  those  which  can  never  be  got  rid  of  entirely,  arc  overruled  bj 
counter-considerations  of  still  greater  importance. 

We  have  observed  that,  as  a  general  rule,  the  Iiusiness  of  life  is  bene 
performed  when  those  who  have  an  immediate  interest  in  it  are  left  H 
take  tlicir  own  course,  uncontrolled  cither  by  the  mandate  of  the  l.aw« 
by  the  meddling  of  any  public  funcijonar)'.  The  persons,  or  some  of  lit 
persons,  who  do  (he  work,  are  likely  to  be  better  judges  than  the  govern 
ment,  of  the  means  of  attaining  the  particular  end  at  which  they  aim 
Were  we  to  suppose,  what  is  not  very  probable,  that  the  governmeni  hJU 
possessed  itself  of  the  best  knowledge  which  had  been  acquired  up  tut 
given  time  by  the  persons  most  skilled  in  the  occupation  ;  even  then,  the 
so  much  stronger  and  more  direct 
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result,  that  the  means  are  far  more  likely  to  be  improved  and  perfected  il 
left  to  bis  iinconlrolled  choice-  But  if  ihe  workman  i»  ^jcncrally  the  best 
selector  of  means,  can  it  be  affirmed  with  ihe  same  iiniversalily,  lli.il  the 
consumer,  or  person  ser^-ed,  is  the  most  comiietcnt  judge  of  tlie  end  ?  Is 
the  buyer  always  qualified  to  judge  of  the  commodity  ?  If  not,  the  pre- 
sumption in  favour  of  the  compelitton  of  the  market  docs  not  apply  to  the 
case  ;  and  if  the  commodity  be  one,  in  the  C|u:iluy  of  which  society  has 
much  at  stake,  the  balance  of  advantages  nmy  be  in  favour  of  some  mode 
or  degree  of  intervention,  by  the  authorized  representatives  of  thecolleciivc 
interest  of  the  state. 

^'  8,  Now,  the  proposition  that  the  consumer  is  n  competent  judg-e  of 
the  commodity,  can  be  admitted  only  with  nunicroos  abatemenis  and 
exceptions.  He  is  t'cnerally  the  best  judge  (though  even  this  is  not  true 
universally)  of  the  material  objects  produced  for  his  use.  These  are 
destined  to  supply  some  pliysicat  want,  or  gratify  snme  taste  or  inclina- 
tion, respecting  which  wants  or  inclinations  there  is  no  appeal  from  (he 
person  who  feels  them ;  or  they  are  the  means  and  appliances  of  some 
occupation,  for  the  use  of  the  persons  engaged  in  it,  who  may  be  presumed 
to  be  judges  of  the  things  rctiuircd  in  their  own  habitual  employment. 
But  there  are  other  thiugs,  of  the  worth  of  which  the  demand  of  the 
niarkct  is  by  no  means  a  test ;  things  of  which  the  uiiiity  docs  not  consist 
In  ministering  to  inclinations,  nor  in  sen'ing  the  daily  uses  of  life,  and  the 
want  of  which  is  least  felt  where  the  need  is  greatest.  This  is  peculiarly 
trne  of  those  things  which  are  chiefly  useful  as  tending  to  raise  the 
character  of  human    beings.      The   uncultivated   cannot  be   competent 

{'udge5  of  cultivation.  Those  who  most  need  to  be  made  wiser  and 
setter,  usually  desire  it  least,  and  if  they  desired  it,  would  be  incapable  of 
finding  the  way  to  it  by  their  own  lights.  It  will  continually  happen,  on 
the  voluntary  system,  that,  the  end  not  being  desired,  the  means  will  not 
be  provided  at  all,  or  that,  the  persons  reiiuirirg  improvement  having  an 
imperfect  or  altogether  erroneous  conception  of  ^^'hat  they  want,  the 
supply  called  forth  by  the  dcujand  of  the  market  will  be  anything  but 
what  is  really  required.  Now  any  well- in  lent  ioned  and  tolerably  civilijed 
government  may  think  without  presumption  that  it  does  or  ought  to 
possess  a  degree  of  cultivation  above  the  average  of  the  community  which 
It  rules,  and  that  it  should  therefore  be  capable  of  ofTering  better  education 
and  better  instruction  to  the  people,  than  the  greater  number  of  them 
would  spontaneously  select.  Education,  therefoi*e,  is  one  of  those  things 
which  it  is  admissible  in  principle  that  n  government  should  provide  for 
the  people.  The  case  is  one  to  which  the  reasons  of  the  non-interference 
principle  do  not  necessarily  or  universally  extend.* 

•  In  opposition  to  ihcse  opinions,  a  writer,  with  whom  on  many  points  I  agree, 
but  whose  hn^tility  lo  gavcmment  inter  vent!  uii  scciiis  tu  me  tuo  indiscrimiimtc  and 
unrjuaJificd,  M.  Dunoyer,  observes,  th.it  instruclioti,  however  good  in  hself.  oin 
only  be  \tiefii\  lo  tlie  public,  in  so  fa.r  xis  they  are  willing  to  receive  il,  nm]  ihnt 
the  l>cst  proof  that  itic  iiislriictiati  i^  suilal'lc  to  their  wanl^,  is  1(3  success  ns  a 
pecuniary  coterprist;.  Thiis  argument  seems  no  more  conclusive  respccirng 
instruclion  for  llie  mind,  thnn  il  ivuuH  be  reipectint;  medicine  for  ihc  body.  No 
medicine  will  do  the  paiicnt  any  good  if  he  cannot  be  induced  to  taltc  it :  but  we 
nre  not  hound  to  admit  a.s  a  corotbry  frani  this,  that  the  patient  will  select  tha 
right  medicine  without  Rssi^^tance.  Is  it  nut  possible  that  a  recommcTwIation,  fiem 
any  quarter  winch  he  respects,  may  induce  him  to  accept  a  better  medicine  than 
Jjy  would  sjiortaneously  nave  chosen?    This  iS|  in  rcs^jcct  to  ediiC^Uitm,  llic  very 
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With  regard  to  clcmcniary  education,  the  exception  lo  ordinary  rulw 
may,  I  conceive,  justifiably  be  carried  stiU  further.  There  are  certain 
primary  elements  and  means  of  knowledge,  which  it  is  in  the  highea 
de^^ree  desirable  that  all  human  beings  bom  into  the  community  ahoaU 
acquire  during  childhood.  If  their  parents,  or  those  on  whom  ihej 
depend,  have  the  power  of  obtaining  for  them  this  instruction,  and  lai!  to 
do  it,  lliey  commit  a  double  breach  of  duty  ;  towards  the  children  them- 
scKes,  and  inwards  the  members  of  the  community  generally,  who  areiH 
liable  to  suffer  seriously  from  the  consequences  of  ignorance  and  wantd 
education  in  their  fellow  citizens.  It  is  therefore  an  allowable  exercised 
the  powers  of  government,  to  impose  on  parents  the  legal  obligation  d 
yiving  elementary  initruclion  lo  children.  This  however  cannot  fcrtj 
be  done,  without  taking  measures  to  ensure  that  such  infitniction  shall  It 
always  accessible  to  them,  either  graiuitously  or  at  a  trifling  expense. 

It  may  indeed  be  objected  that  the  educition  of  children  is  ctnt  d 
those  expenses  which  parents,  e%'en  of  the  labouring-  class,  ought  n 
defray  ;  that  it  is  desirable  titat  they  should  feel  it  incumbent  on  them  w 
provide  by  their  own  means  for  the  fulfilment  of  iheir  duties,  and  that  1« 
giving  education  at  the  cost  of  others,  just  as  much  as  by  giving  subii* 
lence,  the  standard  of  necessary  wages  is  proportionally  lowered,  and  the 
springs  of  exertion  and  self-restraint  in  so  much  relaxed.  This  argum«r.i 
could,  at  best,  be  only  valid  if  the  question  were  that  of  substituting  i 
public  provision  for  what  individuals  would  otherwise  do  for  themselves. 
if  all  parents  in  the  labouring- class  recognised  and  practised  the  duty  ol 
giving  instruction  to  their  children  at  their  own  expense.  But  inasmuch 
as  parents  do  not  practise  this  duty,  and  do  not  include  education  among 
those  necessary  expenses  which  their  wages  must  provide  for,  therefore 
the  general  rate  of  wages  is  not  high  enough  to  bear  those  expenses,  »M 
they  must  be  home  from  some  other  source.  And  this  is  not  one  of  tU 
cases  in  which  the  tender  of  help  perpetuates  the  state  of  things  wlmi 
renders  help  necessary.  Instruction,  when  it  is  really  such,  does  M 
enervate,  but  strengthens  as  well  as  enlarges  the  active  faculties :  m 
whatever  manner  acquired,  its  effect  on  the  mind  is  favourable  to  tbf 
spirit  of  independence  :  :uid  when,  unless  had  gratuitously,  ii  would  o* 
be  had  at  all,  help  in  this  farm  has  the  opposite  tendency  to  thai  which  i> 


p«jint  in  debate.     Wlhout   doubt,  instniclion  which  U  so  far  In  advance  of  A» 
people  that  they  cannot  be  induced  lo  avail  themselves  of  it,  is  to  them  of  no  mft 
worth  thnn  if  it  ^id  not  exist.     Uut  between  what  they  spontaneou&ly  chuose,  nrf  I 
what  they  will  refuse  to  accept  when  olTcrctl,  there  is  a  breadth  of  interval  p»\ 
portioned  to  tlieii  dcfercacc  for  ihc  recommerder.     Besitln,  a  thing  oTwhicliikl 
public  arc  bad  judpcs,  mny  re^^iiire  to  he  nhown  lo  them  and  pTcs*«;d   oq  iJw 
ttUention  for  a  long  time,  and  to  prove  cia  advantages  by  long  experience,  befw 
Ihey  learn  to  npnrecialc  il,  yet  they  may  leam  at  last ;  which  they  might  ncm 
iiavc  done,   if  the  thing  had  nut  \xrn  thus  oblnided  ufHin  them  in  act,  but  ori' 
recommended  in  tln;ory.     Now,  a  pecuniary  speculation  cannot  wait  ycaii,  tf 
perhaps  gcnctnlions,  for  snccf^sK  ;  it  must  succeed  rapidly,  or  not  at  all.      AnotU) 
cotwaeration  which  M.  i:>unoyef  seems  to  have  nvcdwked,  is,   that   instiluli* 
and  modes  of  Tuition  which  ncvci  could  be  made  suSicienlly  popular  to  n\aj>  I 
with  a  profit,  Ihc  expenses  incurred  on  thetn,  may  be  invaluable  to  the  nuiljl^ 
giving  the  highest  quality  of  education  to  the  few,  nnd  keeping  up  the  pcilfl 
Gucces-iion  of  superior  mindii  by  whom  knowledge  is  advanced,  and  the  coc 
urged  forward  iu  civiUxation. 
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so  mnny  other  cases  matces  it  objectionable ;  it  is  help  towards  doing 
withniu  help. 

in  England,  and  most  European  countries,  elementary  instruction 
cannot  be  mid  for^  at  its  full  cast,  from  the  comnnon  wages  of  unskilled 
labour,  and  would  not  if  it  could.  The  alternative  therefore  is  not 
between  government  and  private  speculalioi],  but  bmween  a  government 
provision  and  voluntary  charily  :  between  interference  by  jjovcmment, 
and  interference  hy  associations  of  individuals,  subscribing  their  own 
money  for  the  purpose,  like  the  two  ^rcat  School  Societies.  It  is,  of 
course,  not  desirable  that  anytbing^  should  be  done  by  fiiniis  derived  from 
compulsory  taxation,  which  is  already  sullicieiitly  well  done  by  individual 
liberality.  How  far  this  is  the  case  with  school  iiistruciion,  is,  in  each 
panlcular  instance,  a  question  of  fact.  The  education  provided  in  this 
country  on  the  voluntary  principle  has  of  late  been  so  much  discussed, 
that  it  \s  needless  in  this  place  to  critici/e  it  minutely,  and  1  shall  merely 
express  my  conviction,  that  even  in  quantity  it  is,  and  is  likely  to  remain, 
altogether  insufficient,  while  in  quality,  though  with  some  slight  tendency 
to  i mprovcmeii,t,  it  is  never  good  except  by  some  rare  accideiit,  and 
generally  so  bad  as  to  be  little  more  than  noiminal.  I  hold  it  theiefore 
the  duty  of  the  government  to  supply  the  defect,  by  providing  elementary 
schools,  acccsisible  to  all  the  children  of  the  poor,  either  freely,  or  for  a 
payment  too  inconsiderable  to  be  sensibly  felt  :  the  remainder  of  the  cost 
to  be  defrayed,  as  in  Scotland,  by  a  local  rate,  that  the  inhabitants  of  the 
lociility  might  have  a  stronger  interest  in  watching  over  the  management, 
and  checking  negligence  and  abuse. 

One  thing  must  be  strenuously  insisted  on  ;  that  the  government  must 
claim  no  monopoly  for  its  education,  eilher  in  the  lower  or  In  the  higher 
branches  ;  must  exert  neither  authority  nor  influence  to  induce  the  people 
to  resort  to  its  teachers  in  preference  to  others,  and  must  confer  no 
peculiar  advantages  on  those  who  have  been  instructed  by  diem.  Though 
the  government  teachers  nil!  probably  be  superior  to  the  average  of 
private  instructots,  they  will  not  embody  all  the  knowledge  and  sagacity 
to  be  found  in  all  instructors  taken  together^  and  it  is  desirable  to  leave 
open  as  many  roads  as  possible  to  the  desired  end.  Nor  is  it  to  be 
endured  that  a  government  should,  cither  de  jure  or  ijfe /(^^(»,  have  a 
complete  control  over  the  education  of  the  whole  people.  To  possess 
such  a  control,  and  actually  exert  it,  is  to  be  a  despot.  A  government 
which  can  mould  tbe  opinions  and  sentfincnts  of  the  people  from  their 
youth  upwards,  can  do  with  them  wh.itever  it  pleases.  Though  a  govern- 
ment, therefore,  may,  and  in  many  cases  ought  to,  establish  schools  and 
colleges,  it  must  neither  compel  nor  bribe  any  person  to  come  to  them  ; 
nor  ought  the  power  of  individuals  to  setup  lival  establishments  to  depend 
in  any  degree  upon  its  authoris^alion.  It  may  be  jlistitictl  ill  requiring 
from  all  the  people  that  they  shall  possess  instruction  in  certain  things, 
but  not  in  prescribing  to  them  how  or  from  whom  they  shall  obtain  it. 

§  9.  In  the  matter  of  education,  the  intci-venlion  of  government  is 
jtiatifiablc  because  the  case  is  not  one  in  which  the  interest  and  judgment 
of  the  consumer  are  a  sufficient  security  for  the  goodness  of  the  com- 
modity. Let  us  now  consider  another  class  of  cases,  where  there  is  no 
person  in  the  situation  of  a  consumer,  and  where  the  interest  and  judg- 
ment to  be  relied  on  are  those  of  the  agent  himself;  as  in  the  conduct  of 
any  business  in  which  he  is  exclusively  interested,  or  in  entering  into  any 
contract  or  engagement  by  which  he  himself  is  to  be  bound. 
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The  ground  of  the  nrarikal  principle  of  non- interference  must  here  he, 
Ihat  most  persons  take  a  jiisicr  and  more  intelligent  view  of  their  own 
interest,  and  of  the  means  of  proinotiny  it,  than  can  ciilicr  be  prcscnboi 
to  tliein  by  a  general  enactment  of  Oie  legislature,  Or  pointcU  out  in  ihc 
particular  case  by  a  pitlilic  fiinclion.iiy.  The  ninxim  is  unque^tionalily 
sound  as  a  gcncr.il  rule  ;  but  there  is  no  difficulty  in  [>;rcciving  some  ven 
]ar:ge  and  coobpicuous  exceptions  to  it.  These  may  be  classed  uniler 
several  heads. 

First : — The  individual  who  is  presumed  to  be  the  best  judjje  of  hisoon 
intercuts  may  be  inciip:i.ble  of  judging  or  actin^j  for  himself;  may  be  a 
limalic,  ail  idiot,  an  Infnnt ;  or  though  nut  wholly  incnpubic,  may  be  of 
ioimature  years  and  judgment.  In  ihis  case  tlie  foundation  of  llic  laisztT' 
fairs  principle  breaks  down  entirely.  The  jierson  most  iutcrested  la  not 
the  best  judge  of  the  matter,  nor  a  competent  judRe  at  all.  InsAoc 
persons  are  evci^whcre  regarded  as  proper  objects  of  the  care  of  the 
state.  In  the  case  of  cUildici:i  and  yoiini^  persons,  it  is  common  to  say, 
that  tliough  they  cannot  judge  for  tUemselvca,  they  have  their  parents  w 
other  relatives  tr>  judge  for  them.  But  this  removes  the  quctjtion  into  a 
different  category  ;  making"  it  no  longer  a  question  whether  the  ;;oveni- 
mcnt  sbnuld  interfere  with  individuals  in  the  direction  of  their  own 
conduct  and  interests,  but  whether  it  should  leave  absolutely  in  tlic'r 
power  the  conduct  and  interests  of  somebody  else.  Parental  power  is  ."u 
susceptible  of  abiisc  ns  any  other  power,  and  is,  as  a  iiimter  of  fact, 
ccmsiantly  abused.  If  laws  do  not  succeed  in  preventing  parents  fiom 
brutally  ill-treaiing,  and  even  from  murdering  their  children,  far  U-ss 
ouyht  it  to  be  presumed  that  the  interests  of  childixn  will  never  be  sacii- 
ficed,  in  more  commonplace  and  less  revolting  wnys,  to  ibe  scinshncuw 
the  mistakes  of  their  parents.  Whatever  it  can  be  clearly  seen  tlui 
parents  ought  to  da  or  forbear  for  the  interest  of  children,  the  la*'  :» 
warranted,  if  it  is  aWe,  in  compelling  to  be  done  or  forborne,  and  ii 
yener.iUy  bound  to  do  so.  To  tnlce  an  e.vauiple  from  the  peculiar  proviote 
of  political  economy  ;  it  is  right  that  childriiii,  and  young  persons  not  ya 
arrived  at  maturity,  should  be  protected,  so  far  as  the  eye  and  hand  of 
the  state  can  reacli,  from  bciii;,'  over- worked.  Labouring  for  loo  many 
hours  in  the  day,  or  on  work  beyond  their  strength,  should  not  be 
mittcd  to  them,  for  if  permitted  it  may  always  be  compelled.  Free 
of  contract,  in  the  case  of  children,  is  but  another  word  for  frc« 
of  coercion.  Education  also,  the  best  which  circumstances 
of  their  receiving,  is  not  a  thing  which  parents  or  relatives,  fn» 
indilTercncCj  jealousy,  or  avarice,  should  have  it  in  iheir  poftxr  10 
withhold. 

The  reasons  for  legal  intervention  in  favour  of  children,  apply  not  lea 
stron^dy  to  the  case  of  those  imfortunnte  slaves  and  victinjs  of  the  mnu 
brutal  p.irt  of  mankind,  the  lower  animals.  It  is  by  the  grossest  mis- 
understanding of  the  principles  of  liberty,  that  the  infliction  of  cxcmplio 
Sunishmcnt  on  niflianism  practised  to\v.irds  these  defenceless  crcattirc^ 
as  been  treated  as  a  meddlii;g  by  government  with  things  bcyotid  It* 
province  ;  an  interference  with  domestic  life.  The  dome.'itic  life  d 
domestic  tyrants  is  one  of  the  things  which  it  is  the  most  im[x:rative  oo 
the  law  to  intei-fcre  with  ;  and  it  is  [o  be  regretted  that  metaphysical 
scruples  respecting  the  nature  and  source  of  the  authority  of  gov 
mcnt.  should  induce  many  warm  supporters  of  laws  against  cruc]t 
'inaJs  to  seek  for  a  ju3ur\ca.t,wtt  of  such  Laws  in  the  incidental  « 


qiieiiccs  of  the  indulgence  of  ferocious  habits,  to  ilic  interests  of  liiiman 
beings,  rather  than  in  the  inlrinsic  merits  of  the  case  itself.  What  it 
would  be  the  duty  of  a  human  heing,  possessed  c>f  the  requisite  physical 
strength,  to  prevent  by  force  if  attempted  in  his  presence,  it  cannm  be  less 
incmnbcnt  on  society  genemily  la  repress.  The  existing  laws  of  England 
on  the  subject  are  chiefly  defective  in  the  trifliny,  often  aJmost  tiominal, 
maximum,  to  which  the  pcnahy  even  in  the  worst  cases  is  limited  ;  a 
fortnight's  iinprisonmenl,  or  a  fine  of  forty  shillings. 

Among  those  members  of  ilie  coinmtinity  whose  freedoiti  of  contract 
ouyht  to  be  controlled  by  the  legislature  for  their  own  protection,  nn 
account  (It  is  siiid)  of  their  dependent  positinn,  it  is  freqiienily  proposed 
to  inchide  women  :  and  in  the  recent  Factor/Act,  their  labour,  in  common 
with  that  of  young  persons,  has  been  placed  under  peculiar  restrictions. 
Bui  the  classing  together,  for  this  and  other  purposes,  of  women  and 
children,  appears  to  mc  both  indefensible  in  principle  and  mischievous  in 
practice.  Children  below  a  certain  age  cannot  judge  or  act  for  ihcm- 
selk-es  ;  up  to  a  considerably  greater  age  they  are  inevitably  more  or  less 
discjLiahfict!  for  doiug  so  ;  but  women  are  as  capable  as  men  nf  appre- 
ciating and  manaijing  their  own  concerns,  nnd  the  only  hindrance  to 
their  doing  so  arises  from  the  injustice  of  thctx  present  social  position. 
So  long  as  the  law  makes  ever>-ihing  which  the  wife  accjuires  the  property 
of  the  husband,  while  by  compelling  her  to  live  with  him  it  forces  her  tn 
submit  to  almost  auy  amount  of  moral  and  even  physical  tyranny  which 
he  may  choose  to  inflict,  there  is  sojne  ground  for  regarding  every  act 
done  by  her  as  done  under  coercion  ;  but  it  is  [he  great  error  of  rcfonncrs 
and  philanthropists  in  our  time,  to  nibble  at  the  consequences  of  unjust 
|)0u.er,  instead  of  redressing  the  injustice  Itself.  If  women  had  as  absolute 
acontrol  as  men  have,  over  their  o^vn  persons  and  their  own  patrimony 
or  acquisitions,  there  would  be  no  plea  for  limiling  their  hours  of  labouring 
foL-  themselves,  in  order  th:it  they  might  have  time  to  labour  for  the 
husband,  in  wliat  is  called,  by  the  advocates  of  restriction,  his  home. 
Women  employed  in  factories  arc  the  only  women  in  the  labourirg  rank 
of  life  whose  position  is  not  that  of  slaves  and  drudges  ;  precisely  because 
they  cnrnot  easily  be  compelled  to  work  and  earn  wages  in  factories 
against  their  will.  For  improving  the  condition  of  women,  it  should,  on 
the  contrary,  be  an  object  to  give  them  the  readiest  access  to  indepenaent 
industrial  employment,  instead  of  closing,  either  entirely  or  partially,  that 
which  is  already  open  to  them. 

^  lo.  A  second  exception  to  the  doctrine  that  individuals  arc  the  best 
judges  of  iheir  own  inlcresE,  is  when  an  individual  attempts  to  judge 
irrevocably  now,  what  will  be  best  for  his  interest  at  some  future  and 
riist;int  time.  The  presumption  in  favour  of  individual  judgment  is  only 
legitimate,  where  the  judymenl  in  grounded  on  actual,  and  especially  on 
present,  personal  expciicncc  ;  not  where  it  is  formed  antecedently  to 
experience,  and  not  suffered  to  be  reversed  even  after  experience  has 
condemned  it.  When  persons  have  bound  ihcmsclves  by  a  contract,  not 
simply  to  do  some  one  thing,  but  to  contiiuie  doing  something  forever 
or  for  a  prolonged  period,  without  any  power  of  revoking  the  engage- 
ment, the  presumption  which  their  perseverance  in  that  course  of  conduct 
would  otherwise  raise  in  favotir  of  its  being  advantageous  to  them,  does 
not  exist ;  and  any  such  presumption  which  can  be  grounded  on  their 
having  voluntarily  entered  into  the  contract,  perhaps  at  an  caily  age,  and 
without  any  real  knowledge  of  what  they  undertook,  is  cominunly  nest  to 
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tjutl.  The  practical  maxim  of  leaving  contracts  free,  is  not  appliciWc 
without  ^reat  timiiatiotis  in  case  of  engagements  in  perpetuity  ;  and  llie 
law  should  be  ettrcmely  jealous  of  such  engaj^emerts  ;  should  refuse  its 
fcinction  to  them,  when  the  obligiitions  they  impose  arc  such  as  the 
Contracting:  parly  cannot  be  a  competent  judge  of ;  if  it  ever  does  sanction 
them,  it  should  take  every  possible  security  for  their  being  contracted  with 
foresight  and  deliberation  ;  and  in  compensation  for  not  permitting  the 
parties  theiiiselves  lo  revoke  their  engagement,  should  grant  them  3 
release  from  it,  on  a  sufficient  case  being  made  out  before  an  imparti^ 
authority. 

5  II.  The  third  exception  which  I  sjiall  notice,  to  the  doctrine  thai 
govcrnniciu  cannot  mitnagc  the  atTairs  of  individuals  as  well  as  the 
individuals  lUciusclves,  has  reference  lo  [he  great  class  of  cases  in  which 
the  individurils  can  only  manage  the  rnncern  hy  delegated  agency,  and 
in  which  the  so-called  private  management  is,  in  point  of  fact,  hardly 
better  entitled  to  be  called  management  by  chc  persons  interested,  than 
ad  in  inist  ration  by  a  public  officer.  Whatever,  if  left  to  spontaneoos 
agency,  can  only  be  doue  by  joint-stock  associations,  will  often  be  as  well, 
and  sunieiimcs  better  done,  as  faras  the  actual  work  is  concerned,  by  the 
state.  Goveminent  inanaj^ement  is,  indeed,  proverbially  jobbing,  careless, 
and  ineffective  ;  but  so  likewise  has  generally  been  joint-stock  rnanagc- 
ment.  The  directors  of  a  joint-stock  company,  it  is  true,  are  always 
shareholders  ;  but  also  the  members  of  a  government  aie  invariably  Iba- 
payers  ;  and  in  the  case  of  directors,  no  more  than  in  thai  of  govent- 
ments,  is  their  proportional  share  of  the  benefits  of  good  management, 
equal  to  the  intercsl  ihcy  may  possibly  have  in  mismanagement,  even 
without  reckoning  the  interest  of  their  ease.  It  may  be  nljjected,  that  the 
shareholders,  in  their  collective  character,  exercise  a  certain  control  over 
the  directors,  and  have  almost  always  full  power  to  remove  them  from 
office.  Practically,  liowcvcr,  ilic  difiiciilty  of  exercising  this  power  is 
found  to  be  so  great,  that  it  15  hardly  ever  exercised  except  in  cases  ol 
such  flagrantly  unskilful,  or,  at  least,  unsucressful  management,  as  would 
generally  produce  the  ejection  from  office  of  managers  appointed  by  the 
government.  Against  the  security  afforded  by  meetings  of  shareholders, 
and  by  their  individu.il  inspection  and  inquiries,  maybe  placed  the  greater 
publicity  and  more  active  discussion  and  comment,  to  be  expected  in  free 
countries  with  regaffi  to  affairs  in  which  the  general  government  takes 
part.  The  defects,  therefore,  of  government  management,  do  not  seem 
to  be  necessarily  much  greater,  if  necessarily  greater  at  .all,  than  those  of 
mtinayement  by  joint-stock. 

The  true  reasons  in  favour  of  leaving  to  voluntary  association.*!  all  such 
thin^jsas  the^  are  competent  to  jjcrform,  would  exist  in  equal  strength  U 
it  were  certain  that  the  work  itself  woidd  be  as  well  or  better  done  hy 
public  oftlcers.  These  reasons  have  Ixcn  a'':?ndy  pointed  out  :  the 
mischief  of  overloading  the  chief  functionaries  of  government  with 
demands  on  their  attention,  and  diverting  them  froiti  duties  whiclt  thcr 
alone  can  discharge,  to  objects  which  can  be  suthciently  well  attained 
without  theuT  ;  the  danger  of  unnecessarily  swelling  the  direct  |x>wer  and 
indirect  influence  of  government,  and  multiplying  occasions  of  colliskia 
between  its  agents  and  private  citizens  ;  .ind  thestill  greater  inexpediency 
of  concentrating  in  a  dominant  bureaucracy,  .ill  the  skill  .ind  experience 
in  the  management  of  Large  interests,  and  all  the  power  of  organired 
actionj  existing  in  ihc  ccmmtmily ;  a  practice  which  Itcepa  the  citixcns  la 
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a  re!ition  to  tlie  government  like  that  of  children  to  their  guardians,  .ind 
is  a  main  cause  of  the  inferior  capacity  for  political  lifewhich  has  hitherto 
characterized  the  over-governed  counlries  of  the  Continual,  wlietlier  with 
or  without  the  fomis  of  representative  government  * 

But  although,  for  these  reasons,  most  things  which  are  lil<ft\y  to  be  even 
tolerably  done  by  voluntary  associations,  should,  senemlly  speaking-,  be 
left  to  them  ;  it  does  not  follow  that  the  manner  in  which  those  associa- 
tions perform  their  work  should  be  entirely  uncontrolled  by  the  govern- 
ment. There  are  many  cases  in  which  the  agency,  of  whatever  natui"©, 
by  which  a  ser\'ice  is  perfnmied,  is  certain,  from  the  nature  of  the  case,  to 
be  virtually  single.;  in  which  a  practical  monopoly,  with  all  the  power  it 
confers  of  taxing  ihe  communityv  cannot  be  prevented  from  existing.  1 
have  alrcady  more  than  once  adverted  to  the  case  of  the  gas  and  water 
companies^  atiinng  which,  though  perfect  freednin  is  allowetl  to  competi- 
tion, none  railly  takes  place,  and  practically  they  are  found  to  be  even 
more  irresponsible,  and  unapproachable  by  individual  complaints,  than 
the  gavemmcni.  There  are  the  expenses  without  the  advantages  of 
plurality  of  aj;cncy ;  and  the  chai-jje  made  for  sei-viccs  which  cannot  be 
dispensed  with.  Is,  in  si.ibi.(ance,  quite  as  much  compnUory  la.\alion  as 
if  imposed  by  law  :  there  are  few  nniiseholders  who  make  any  di&tinclion 
between  their 'water  rale'  and  their  other  locaJ  taxes.  In  the  case  of 
^H  these  particular  service?,- the  reasons  preponderate  in  favour  of  their 
^*  being  performed,  Mice  the  paving  and  cleansingof  the  streets,  not  certainly 
by  the  general  government  of  tlie  state,  but  by  the  municipal  authorities 
of  the  town,  and  the  expciis.e  defraj'ed,  as  even  now  it  in  fact  is,  by  a 
^L  local  rate.  But  in  the  many  analogous  cases  which  it  is  best  to  resign  to 
^H  Voluntary  agency,  the  comniunJIy  needs  some  other  security  for  the  fit 
performance  of  the  service  than  the  interest  of  the  inanayers  ;  and  it  is 
the  p.irt  of  government,  cither  to  subject  the  business  to  reasonable  con- 
ditions for  tJie  general  advantage,  or  to  retain  such  power  over  it,  that  the 
profits  of  the  monopoly  may  at  least  be  obtained  for  the  public.  This 
applies  to  the  case  of  a  road,  a  canal,  or  a  railnay.  These  are  always,  in 
a  yreat  degree,  practical  monopolies  ;  and  a  govemmctit  which  concedes 
such  monopoly  unreservedly  to  a  private  company,  does  much  the  same 
thing  as  if  it  allowed  an  individual  or  an  assnrlalinn  to  levy  any  tax  they 
chose,  for  their  own  benefit,  on  all  the  malt  produced  in  the  country,  or 
or  all  the  cotton  imported  into  it.  To  make  the  concession  for  a  limited 
time  is  generally  justifiable,  on  the  principle  which  justifies  palcnis  for 
inventioiJT. :  but  the  state  should  eiLhc-r  reEcrve  to  itself  a  reversionaTy 
property  in  such  public  works,  or  should  retain,  and  freely  exercise,  the 
right  of  fixing  a  maximum  of  fares  and  charges,  and,  from  time  to  lime, 

*  A  panHel  case  may  he  found  in  the  Oist.iste  for  notJiicR,  and  absence  of  public 
spirit^  hy  which  wumcn,  as  a  cht^,  fire  cliAiaderizeil  jn  I  he  present  ^^tnti;  nf  sucietv, 
ami  which  ts  often  felt  nnd  com[iIaiiii-<J  of  by  [iolilii:nL  rerormcrs,  without,  III 
gencr.nl,  making  ihcm  willing  to  tccugnise,  or  desirous  to  remove,  its  cause.  Tt 
obviously  ari.<i«&  ftoni  their  heing  laugtit,  bolh  liy  imiilutions  nnil  liy  tJie  whole  of 
thcit  cdiicnlion,  [o  itgnrd  themselves  as  entirely  apart  from  politic*.  Wherever 
they  have  been  politicians,  they  have  shown  as  gre.\l  interest  in  the  sulijecl,  nmt 
as  great  aptilurle  for  ir,  accnrriitif;  to  llic  spirit  of  their  time,  ns  ihe  men  with  whom 
they  were  coteninoraties :  in  that  period  ol  history  (for  txumplc)  in  which  Isabella 
of  Castile  and  Kliiabclh  of  Kngliiiiil  were,  not  lare  cxceiilit)nK.  hut  merely  [jnlliant 
exnmples  of  a  spirit  and  cnpacity  very  Ifirgcly  difruscd  among  wonien  of  high 
station  and  cultivation  in  Euroue. 
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varyuiX  that  roajcimum.    It  is  peHupa  necessary  tn  f£m:tHc,  that  ttte 
state  tazf  be  llic  pioprietor  of  cinats  or  raJtTvai-s  -  -  -dS  wrfcu^ 

them  ',  aiul  that  ihey  uill  almost  always  be  belter  .    <y  means  a 

a  company,  renting  the  railway  or  canal  for  a  Umiicd  {jciiim  fromibe 
state. 

i  IX  To  a  foonh  case  of  exception  I  must  reouest  particular  attention, 
it  bcintc  one  to  which,  as  it  appt^irs  to  mc,  the  attention  of  political 
ecooomists  has  not  yet  been  sufHcicntly  drawn.  There  are  tnatters  in 
which  the  interference  of  law  is  rcijuired.  not  to  overnile  the  judgmco: 
of  individuaU  re^periing  ihetr  own  ir.teresi,  but  to  give  effect  to  llul 
judgment ;  they  being  unable  to  give  effect  to  it  except  by  concert,  whtdi 
concert  again  cannot  be  elTectual  unless  it  receives  validity  and  sanction 
from  the  law.  For  illustranon,  and  without  prejudging  the  particular 
puiot,  1  may  advert  to  the  quc&tion  of  diminishing  the  hoars  of  labour. 
Let  us  suppose,  uhat  Is  at  least  supposable,  whether  it  be  the  &ct  or  net 
—  that  a  gener.il  reduction  of  the  hours  of  factory  Libour  from  twelve  to 
ten,  would  be  for  the  advantage  of  the  workpeople :  that  they  would  receive 
as  high  wages,  or  nearly  as  high,  for  ten  hours'  labour  as  ihey  receive  for 
twelve.  If  this  would  be  the  result,  and  if  the  operatives  generally  are 
convinced  that  it  would,  the  lunitation,  some  may  say,  w-ill  be  adopted 
spontaneously,  and  tliere  cannot  be  any  need  for  enforcing  it  by  a  Icga! 
prohibition.  I  answer,  that  it  will  not  be  adopted  unless  the  body  of 
operatives  bind  themselves  to  one  another  to  abide  by  iL  A  worlttn^ii 
who  refused  to  work  more  than  ten  hours  while  there  were  others  who 
worked  twelve,  would  either  not  be  employed  at  all,  or  if  employed,  most 
submit  to  lose  onc-sixlh  of  his  wages.  However  convinced,  therefore,  he 
may  be  that  it  is  the  interest  of  the  class  to  work  short  time,  it  is  contrary 
to  bis  own  interest  to  set  the  example,  unices  he  h  well  assured  ttut  all  o: 
most  others  will  follow  it.  but  suppose  a  general  agreement  of  the  whole 
class  :  might  not  this  be  ctTectual  without  the  sanction  of  the  law  .*  Not 
unless  enforced  by  opinion  with  a  rigour  practically  equal  to  tliat  of  law. 
Tor  however  Ijenelicial  the  observance  of  the  regulation  might  be  to  the 
class  collectively,  the  immcdi;itc  interest  of  every  individual  would  tie  in 
violating  rt :  and  the  iiiorc  numerous  those  were  who  adhered  to  the  rule. 
the  more  would  individuals  gain  by  departing  from  It.  If  nearly  all  tc* 
stricted  themselves  to  ten  hours,  diosc  who  chose  to  work  fur  twclx-e  wouW 
fiain  all  the  advantage  of  the  restriction,  together  with  the  profit  of  !»• 
fringing  it :  they  would  get  twelve  hours'  wages  for  ten  hours'  work,  and 
two  hours'  w.tges  besides.  I  gr.nnt  that  if  a  large  majority  adhered  to  the 
ten  hours,  there  would  be  no  harm  done  :  the  benefit  would  be,  in  tbc 
main,  secured  to  the  class,  while  those  individuals  who  preferred  to  wort 
harder  and  earn  more,  would  have  an  opporttmily  of  doing  so.  This 
certainly  would  be  the  state  of  things  to  be  wished  for ;  and  assuming 
that  a  reduction  of  hours  without  any  diminution  of  wages  could  take 
place  without  expelling  the  commodity  from  some  of  its  markets — which 
IS  in  every  particular  inst.inrc  a  question  of  fiict,  not  of  principle — the 
manner  in  which  it  would  be  most  desirable  that  this  effect  should  be 
brought  about,  would  be  by  a  quiet  change  in  the  general  custom  of  the 
trade ;    short    hours   bctoniiiig,    by    sponlaneous   choice,  the    general 

firactlce,  but    ihuse  who  chose  to  deviate  from  it  having  the  fullest 
iberty  to  do  so.     Probably,  however,  so  many  would  prefer  the  iwcK'fi 
hours'  work  on  the  improved  terms,  that  the  limitation  could  not  be  main- 
^d  as  a  general  practice  ;  wliat  some  did  from  choice,  others  would 
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soon  be  obliged  to  do  from  necessity,  and  tliose  vtlxo  h.id  chosen  long 
hours  for  the  sake  of  tncieased  wages,  would  be  forced  in  the  end  to  work 
long  hours  for  no  greater  wages  than  before  Assuming,  then,  that  i:  ren.lly 
would  be  the  inteicsc  of  each  to  work  only  'ten  hours  if  he  couM  be 
assured  that  all  others  would  do  the  saine,  tliere  ini^ht  be  no  me-ans  of 
their  attaining  this  object  but  by  converting  their  supposed  mutual 
agreement  into  an  engagement  under  penalty,  by  conseniing  to  have  it 
enforced  by  law.  I  do  not  mean  to  express  an  opinion  in  favour  of  such  an 
enactment,  hut  it  serves  to  exemplify  the  manner  in  whicli  classes  of  persons 
may  need  the  assistance  of  law,  to  give  efi'ccl  to  their  dehberalc  collective 
opinion  of  their  own  interest,  l.'y  aflbrding  to  every  individual  a  guarantee 
that  his  competitors  vvill  pursue  the  same  course,  without  which  he  cannot 
safely  adopt  U  himself. 

ADOihcrexeinpiillcation  of  the  same  principle,  and  one  of  great  practical 
moment,  is  afforded  by  what  is  known  as  the  Wakefield  system  of 
coloni«Htion.  This  system  is  grounded  on  the  imponant  principle^  that 
the  degree  of  productiveness  uf  land  and  labour  depends  on  their  being 
in  a  due  proportion  to  one  another  ;  that  if  a  few  persons,  in  a  newly- 
settled  country,  attempt  to  occupy  and  appropriate  a  large  district,  or  if 
each  labourer  becomes  loo  soon  an  occupier  and  cuUivator  of  land,  there 
.  js  a  loss  of  productive  power,  and  a  great  retardation  of  the  progress  of 
'^he  colony  in  wealth  and  civiliiation  :  that  nevertheless  the  instinct  (if 
such  it  may  be  called)  of  appropriation,  and  the  feelings  associated  in  old 
countries  with  landed  proprietorship,  induce  almost  every  eiiiigrant  to 
take  possession  of  as  much  land  as  he  has  the  means  of  attpiiring,  and 
every  lubourer  to  become  at  once  a  proprietor,  ctiliivaling  his  own  land 
with  no  other  aid  than  tliat  of  his  family.  If  this  propensity  to  the 
immediate  possession  of  land  could  he  in  some  degree  restrained,  and 
each  labourer  induced  to  work  a  certain  number  of  years  on  hire  before 
he  became  a  landed  proprietor,  a  perpetual  stock  of  hired  labourers  could 
be  maintained,  available  for  roads,  canab,  works  of  irrigation,  etc.,  ^nd 
for  the  establishment  and  carrying  on  of  the  different  branches  of  town 
industry;  whereby  the  labourer,  when  he  did  at  last  become  a  landed 
proprietor,  wciuld  find  liis  land  much  more  valuable,  through  access  to 
markets,  and  facility  of  obtaining  hired  labour.  Mr.  Wakefield  therefore 
proposed  to  check  the  premature  occupation  of  land,  and  dispersion  of 
llie  people,  by  putting  upon  all  unappropriated  lands  a  rather  high  price, 
the  proceeds  of  which  were  to  be  expended  in  conveying  emigrant 
Jabourexs  from  the  mother  country. 

This  salutary  pnivision  however  has  been  objected  to,  in  the  name  and 
oil  the  authiirity  of  what  ivas  represented  as  the  great  principle  of  political 
economy,  that  individuals  arc  the  best  judges  of  their  own  interest.  It 
was  said,  that  when  things  are  left  tu  themselves,  land  is  appropriated 
mill  occupied  by  the  spontaneous  choice  of  individuals,  in  the  quantities 
and  at  the  times  nio&t  adv-nntageous  lo  each  person,  and  therefore  to  the 
t:ommunity  generally  ;  and  thai  to  interpose  artificial  obstacles  to  tlieir 
obtaining  land,  is  to  prevent  them  from  adopting  the  course  which  in 
thciv  own  judgment  is  most  beneficial  to  them,  from  a  self-conceited  notion 
of  the  legislator,  dial  he  knows  what  is  most  for  their  iniercsl,  belter  than 
they  do  themselves.  Now  this  is  a  complete  misunderstanding,  cither  of 
the  system  itself,  or  of  the  principle  vvith  which  it  is  alleged  to  conflict. 
The  oversight  is  similar  to  that  which  we  have  just  seen  exemplified  ou 
the  subject  of  hours  of  labour.    However  beneficial  it  might  be  ui  V-U*. 
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colony  in  the  aggregate,  and  to  ench  individual  composing'  :t,  that  no  one 
should  occup>^  iiiorp  land  than  he  can  properly  cultivate,  nor  become  a 
proprietor  until  there  aie  oUier  labourers  ready  to  lake  bis  place  in  work- 
mg  for  hire  ;  it  cnn  never  be  the  interest  of  an  indtvJdttal  to  exercise  this 
forbearance,  unless  he  is  assured  that  others  will  do  so  too.  Surrounded 
by  settlers  who  have  each  their  thousand  acres,  how  is  he  benefited  by 
restricting  himself  to  fifty  ?  or  what  docs  a  labourer  gain  by  deferring  ilic 
acquisition  aliuHcllicr  for  a  few  years,  if  all  other  labourers  rush  to  cou- 
veit  their  first  earnings  into  estates  in  the  wilderness,  several  miles  apart 
from  one  another  ?  If  they,  by  seizing  on  land,  prevent  the  formation  of 
a  class  of  laboorcrs  for  wages,  he  will  not,  by  postponing  the  lime  of  his 
becoming  a  proprietor,  be  enabled  to  employ  the  land  with  any  greater 
advantiij^e  when  he  docs  obtain  it ;  to  what  end  therefore  should  he  pl.ue 
himself  in  what  will  appear  to  him  and  others  a  position  of  inferiority,  by 
remaining  a  hired  labourer  when  all  around  him  are  proprietors?  It  is 
the  interest  of  each  to  do  what  is  good  far  all,  but  q/ily  if  others  will  do 
likewise. 

The  principle  that  each  is  the  best  judge  of  his  own  interest,  understood 
as  these  objectors  understand  it,  would  prove  that  governments  ought  not 
to  fulfil  any  of  their  acknowledged  duties  — ought  not,  in  fact,  to  exist  at 
all.  It  is  greatly  the  iiUcrcst  of  the  comiminity,  collectively  and  individu- 
ally, not  to  rob  or  defraud  one  anntlicr  ;  but  there  is  not  the  less  necessity 
for  laws  to  punish  robbery  and  fraud  ;  bei:ause,  though  it  is  the  interest  oS 
each  that  nobody  should  rob  or  chent,  it  is  not  any  one's  interest  to  refrain 
from  robbing  and  cheating  others  when  all  others  arc  permitted  to  rob 
and  cheat  him.  Penal  laws  exist  at  all,  diielly  for  this  reason,  because 
even  a  unanimous  opinion  that  a  certain  line  of  conduct  is  for  the 
general  interest,  docs  not  make  it  people's  individual  interest  to  adhere 
to  that  line  of  conduct. 

§  ij.  Fifthly;  the  argument  against  government  inlerfei-cncc,  grounded 
on  the  maxim  that  individuals  arc  the  best  judijes  of  their  own  interest, 
cannot  apply  to  the  very  large  class  of  cases  in  which  those  nets  of  indi- 
viduals over  which  the  goveinmcnt  claims  corxrol,  arc  not  done  by  tho.« 
individuals  for  their  own  interest,  but  for  the  interest  of  other  pcoj^c. 
This  includes,  among  other  things,  the  important  and  much  agitated 
subject  of  public  charity.  Thougii  individuals  should,  in  general,  be  left 
to  do  for  tliemsetves  whatever  it  can  reasonably  be  expected  that  they 
should  be  capable  of  doing,  yet  when  ihcy  are  at  any  rate  not  to  be  left  lo 
themselves,  but  to  be  ht;lped  by  other  people,  the  question  arises  whether 
it  is  better  that  ihey  should  receive  this  help  exclusively  from  individuals, 
and  therefore  uncertainly  and  casually,  or  by  systemitic  arrangements,  in 
which  society  acts  through  its  organ,  the  sUite. 

This  brings  us  to  the  subject  of  I'oor  Laws  ;  a  subject  which  would  be 
of  very  minor  importance  if  the  habits  of  all  classes  of  the  people  ^vcIe 
teniperatp-  and  priidciir,  and  the  diffusion  of  pioperty  satisfactory  ;  but  of 
the  greatest  moment  in  a  slate  of  things  so  much  the  reverse  of  this,  in 
both  points,  as  ihat  which  the  British  isiinds  present 

Apart  from  any  mctapliysical  considerations  respecting  the  foundation 

of  morals  or  of  the  social  union,  it  will  be  admitted  to  be  right  that  humiD 

beings  should  help  one  another ;  and  the  more  so,  in  proportion   to  the 

uiyency  of  the  need ;  and  T\nnt  tvceds  \^t\^?  ta  urgently  as  one  who  i» 

staiyine     'I'lie  da\m  \o  he^p,  x'tvcit^'.wc,  CTC-Ai.*;i.  Xr^  ftR«C\v.v\>wo. ,,"-*.  .ji^ie  of 

the  strongest  which  ci\n  c^\s^  -,  wA  v\^«^^  «  *i'»«ft  t««*  ^=^^  «M 
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reason  for  making  the  relief  of  so  extreme  an  exigency  as  certain  to  those 
who  require  it,  as  by  any  urratj^j^cmcnta  of -society  it  can  be  made. 

On  the  other  hand,  in  all  cases  of  helping,  there  are  two  sets  of  conse- 
quences to  be  considered  ;  the  consequences  of  the  assistance  itself,  and 
the  consequences  of  relying  on  llie  assistance.  Tlve  fonncr  are  generally 
beneficial,  but  the  latter,  for  the  riost  part,  injurious  ;  so  much  so,  in 
jnaiiy  cases,  as  greatly  to  outweigh  the  value  of  the  benetit.  And  this  is 
never  more  likely  to  happen  thiin  in  the  very  cases  where  the  need  of  help 
is  the  most  intense.  There  are  few  things  for  which  it  is  more  mischievous 
that  people  should  rely  on  the  habitual  aid  of  others,  than  for  the  means 
of  subsistence,  and  unhappily  there  is  no  lesson  which  they  more  easily 
learn.  The  problem  to  be  solved  is  therefore  one  of  peculiar  nicety  as 
well  as  importance  ;  how  to  give  the  greatest  amount  of  needful  help^ 
with  the  smallest  encourage  me  jU  to  undue  reliance  on  it 

Energy  and  self-dependence  are,  however,  liable  to  be  impaired  by  the 
ab&ence  of  help,  as  well  as  by  its  excess.  It  is  even  more  fatal  to  exertion 
to  have  no  hope  of  succeeding  by  it,  than  to  be  assured  of  succeeding 
without  it.  VVhen  the  condition  of  any  one  is  so  disastrous  that  his 
energ^ics  are  paralyzed  by  discouragement,  assistance  is  a  tonic,  not  a 
sedative  :  it  braces  instead  of  rela.\ing  the  active  faculties  ;  always  pro- 
vided Uiat  the  assistance  is  not  such  as  to  dispense  with  self-help,  by  sub- 
stituting itself  for  the  person's  own  labour,  skill,  and  prudence,  but  is 
limited  to  affording  him  a  better  hope  of  attaining  success  by  those 
legitimate  means.  This  accordingly  is  a  test  to  which  all  plans  of  philan- 
thropy  and  benevolence  should  be  brought,  whether  intended  for  the 
benefit  of  individuals  or  of  classes,  and  whether  conducted  on  the  voluntary 
or  on  the  government  principle. 

In  so  far  as  the  subject  admits  of  any  jreneral  doctrine  or  maxim,  it 
would  appear  to  he  this— that  if  assistance  is  given  in  such  a  manner  :hat 

kthe  condition  of  the  person  heSped  is  as  desirable  as  that  of  the  person 
who  succeeds  in  domg  the  same  thing  without  help,  the  assistance,  if 
systematic  and  capable  of  being  previously  calculated  on,  is  mischievous  : 
but  if,  while  available  to  everybody,  it  leaves  to  every  one  a  strong  motive 
lo  do  without  it  if  he  can,  it  is  then  for  the  most  part  Ijcneficial.  Thia 
principle,  applied  to  a  system  of  public  charity,  is  that  of  the  Poor  Law  of 
1834.  If  the  condition  of  a  person  receiving  relief  is  made  as  eligible  as 
that  of  the  labourer  who  supports  himself  by  his  own  exertions,  the  system 
strikes  at  the  root  of  all  individual  industry  and  self-povcrnment ;  and,  if 
fully  acted  up  to,  would  require  as  its  supplement  an  organized  system  of 
compulsion,  for  guverning  and  setting  to  work  like  cattle,  those  wlio  had 
been  removed  from  the  influence  of  the  motives  that  act  on  human  beings. 
But  if,  consistently  with  guaranteeing  all  persons  .ngainst  absolute  want, 
the  condition  of  those  who  arc  supported  by  legal  charity  c^n  be  kept  con- 
siderably less  desirable  than  the  condition  of  those  who  find  support  for 
themselves,  none  hut  bene6cial  consequences  can  arise  from  a  law  which 
renders  it  impossible  for  any  person,  except  by  his  own  choice,  to  die  from 
insufficiency  of  food.  That  in  England  at  least  this  supposition  can  be 
realized,  is  proved  by  the  experience  of  a  long  period  preceding  the  close 
of  the  last  century,  as  well  as  by  that  of  many  highly  pauperized  districts 
in  more  recent  times,  which  have  been  dispaupcrized  by  adopting  strict 
rules  of  poor-law  administration,  to  the  great  and  ^cuwaLtt-WiV  \yi«t^*  ^S. 
the  whole  labouring  class.  There  is  probatiV-j  tvo  eovmu^  'vo.  VwOw,"^ 
varying  tbs  means  suitably  to  the  cWraUet  ot  v'^ne  ipco^\*^^'^*-^*a^ 'S*'*' 
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vision  for  the  destitute  might  not  be  made  compati'ile  with  the  observance 
of  th<:  cuiiUitions  necessary  to  its  being:  innocuou-H. 

Subject  to  these  conditinns,  I  conceive  it  to  be  highly  desirable,  that 
the  ccrtftinty  of  Mtbsisience  should  he  held  oat  by  law  to  the  destitute 
able-bodied,  rather  than  that  their  relief  should  depend  on  voluntary 
charity.  In  the  firet  place,  charity  almoit  always  does  too  much  or  too 
little  :  it  lavishes  its  bounty  in  one  place,  and  leaves  people  to  starve  in 
another.  Secondly,  since  the  state  must  necessarily  provide  subsistence 
for  the  criminal  poor  wliilc  imdergoing  punishment,  not  to  do  the  saitie 
for  the  poor  who  have  not  olTended  is  to  give  a  premium  on  crime.  And 
lastly,  if  the  poor  are  left  to  individnal  charily,  a  vast  amount  of  incndiciiv 
is  inevitable;  and  to  get  rid  of  this  is  important,  even  as  a  niallcr  (rf 
police.  What  the  state  may  and  should  abandon  to  private  charity,  is  the 
(ask  of  distinguishing  between  one  case  of  real  ntrccssity  and  another. 
Tite  slate  must  act  by  general  rules.  It  cannot  undcrlake  to  discriminate 
between  the  deserving  and  the  undeserving  indigent.  It  owes  no  more 
than  subsistence  to  the  first,  and  can  give  no  less  to  the  last.  WTiat  is 
said  about  the  injustice  of  a  law  which  has  no  better  treatment  for  the 
merely  unfortunate  poor  than  for  the  ill  ■conducted,  is  foimded  nn  a  mis- 
conception of  the  province  of  law  and  public  authority.  The  dispensers 
of  public  relief  have  no  business  to  be  mquisitors,  (Guardians  and  over- 
seers are  not  fit  to  bi-  trusted  to  give  or  withhold  other  people's  money 
according  to  their  verdict  on  the  morality  of  the  person  soliciting  it ;  ana 
it  would  show  much  ignorance  of  the  ways  of  mankind  to  suppose  that 
such  persons,  even  in  the  almost  impossible  case  of  their  bcin^  qualified, 
vn\i  take  the  trouble  of  asccrtainiu};;  and  siftint;  the  past  conduct  of  i 
person  in  distress,  so  as  to  form  a  rational  judgment  on  it.  I'ri^'ate 
charity  can  make  these  distinctions ;  and  in  bestowing  its  o\^^l  money.  tJ 
cniitled  to  do  so  according  to  its  own  judgment,  it  should  understand 
that  this  is  its  peculiar  and  appropriate  province,  and  that  it  is  commend- 
able or  the  contrary,  as  it  exercises  the  function  with  more  or  with  less 
discernment.  But  the  administrators  of  a  pnblic  fund  ought  not  to  be 
required  to  do  more  for  anybody,  than  that  minimum  which  is  due  even  to 
the  worst.  If  they  arc,  the  indulgence  very  speedily  becomes  the  rule,  and 
refusal  the  more  or  less  capricious  or  tyrannical  cxrcplion. 

§  14.  Another  class  of  cases  which  fall  within  the  same  general  prio- 
ciplcas  ihe  case  of  public  charity,  are  those  in  which  the  acts  done  hf 
individuals,  thoug'h  mtendcd  solely  for  their  own  benefit,  involve  conse- 
quences extending  indefinitely  beyond  them,  to  interests  of  the  nation  or 
of  posterity,  for  which  society  in  its  collective  capacity  ia  alone  .able,  aoA 
alone  bound,  to  proviiJe.  One  of  these  cases  is  that  of  Colodixation.  If 
it  is  desirable,  as  no  one  will  deny  it  to  be,  that  the  planting  of  colonies 
should  be  conducted,  not  with  an  exclusive  view  to  the  private  interests 
of  the  first  founders,  but  with  a  deliberate  reg.ard  to  the  pennancm 
welfare  of  the  nations  afterwards  to  arise  from  these  small  beginnings; 
such  regard  can  only  be  secured  by  placing  the  enterprise,  from  it?.  ci>m- 
menccmcnt,  under  regulations  constructed  with  the  foresight  andcnlargeU 
views  of  philosophical  legislators  :  and  the  government  alone  has  potrer 
cither  to  frame  such  regulations,  or  to  enforce  their  observance. 

The  question  of  government  intervention  in  the  work  of  Colonixaiion 

involves  the  future  and  permanent  interests  of  civilization  itself,  and  far 

oufs!r«tches  the  compaTaV\vc\>|  umio-n  \m\V4  -^i  v^tely  economical  ct«- 

giJeratioiis.    Um  even  w\vV\  a  n'ww  \ft  >^\(■.s^  cwc\'i\ft.tvKC\wv^  -^Anft^  ihc 


removal  of  population  from  the  overcrowded  to  tlie  unoccupied  p-nrts  of 
the  earth's  surface  is  one  of  limse  works  of  eminent  social  usefulness, 
•which  ninst  req-uire,  ami  which  at  Ih6  same  time  best  repay,  the  inter- 
vention of  govemtnent. 

To  appreciate  the  benefits  of  Coloniiation,  it  should  be  considered  in  its 
relation,  not  to  a  single  country,  but  to  the  collective  economical  interests 
of  the  human  race.  The  qucslion  h  in  general  treated  too  exclusively  as 
one  of  distribution  ;  of  rclicviti}j  one  labour-mEirkct  and  supplying  liuniher. 
It  is  this,  but  it  is  also  a  questinn  of  pnHhictinn,  and  of  the  most  efficient 
employment  of  the  productive  resources  of  the  world.  Much  has  been 
said  of  ihe  good  economy  of  importing'  commotlitics  from  the  place 
where  they  can  be  bought  chc;ipesl ;  rvhile  the  jjood  ecuuuiny  of  producing 
tlicm  where  they  cin  be  produced  cheapest,  is  comparalively  liltfe  thought 
of.  If  to  carry  consumable  goods  from  the  places  where  they  are  super- 
abundant to  those  where  they  are  scarce,  is  a  good  ptcimiaiy  sjieculation, 
is  it  not  an  equally  good  speculation  to  do  the  same  thing  with  regard  to 
labour  and  inslmmenis  ?  The  exportation  of  labourers  and  capital  from 
old  to  new  countries,  from  a  place  where  their  productive  power  is  less,  to 
a  place  where  it  isgreater,  increases  by  so  much  (he  aggregate  jiroduce  of 
the  labour  and  capital  of  the  world.  It  adds  to  the  joint  wealth  of  the  old 
and  the  new  country,  what  amounts  in  a  short  period  to  many  limes  the 
mere  cost  of  effecting  the  transport.  There  needs  be  no  hesitation  in 
Alfirming  that  Colonization,  in  Ihe  present  state  of  the  world,  is  the  very 
best  affair  of  business,  in  which  the  capHul  of  auold  and  wealthy  country 
can  possibly  engage. 

It  is  equally  obvrous,  however,  that  Colonization  on  a  great  scale  Can 
be  undertaken,  as  an  aflfair  of  business,  only  by  ilie  government,  or  by 
some  combination  of  indi\'idiials  in  complete  understanding  with  llic 
government.  Emigratinn  on  the  voluntary  principle  cannot  have  any 
material  influence  in  lightening  the  pressure  of  population  in  the  old 
country,  though  as  (iir  as  it  goes  it  is  doubtless  a  benefit  to  the  colony. 
Those  labouring  persons  who  voluntarily  emigrate  are  seldom  the  very 
poor  ;  they  are  small  farmers  with  some  little  capital,  or  labourers  who 
have  saved  something,  and  who,  in  removing  only  their  oivn  labour  from 
the  crowded  labour- mat  kef,  withdraw  from  the  capital  of  the  country  a 
fund  which  maintained  .ind  employed  more  labourers  than  themselves. 
Besides,  this  portion  of  the  community  is  so  limited  in  number,  that  it 
niight  be  removed  entirely,  without  making  any  sensible  impression  upon 
the  numbers  of  (he  population,  or  even  upon  the  annual  increase.  Any 
considerable  emigration  of  l.ibnur  is  only  practicable,  when  its  cost  is  de- 
frayed, or  at  least  advanced,  by  others,  than  the  labourer?  themselves. 
Who  then  is  tw  advance  it  i*  Naturally,  it  may  be  said,  the  capitalists  of 
the  colony,  who  require  Ihe  labour,  and  who  intend  to  employ  it.  liut  lo 
this  there  is  the  obstacle,  that  a  capitalist,  after  going  to  the  expense  of 
carr>'ing  out  labourers,  has  no  security  that  he  shall  be  the  person  to 
derive  any  benefit  from  them.  If  all  the  capitalists  of  the  colony  were  to 
combine,  and  bear  the  expense  by  subscription,  they  would  still  have  no 
security  that  the  labourers,  when  there,  would  continue  to  work  for 
thein.  After  working  for  a  short  time  and  earning  a  few  pounds,  they 
always,  unless  prevented  by  the  government,  squat  on  unoccupied  land, 
and  work  only  for  themselves.  The  experiment  has  been  repeatedly  tried 
whether  it  was  possible  to  enforce  contracts  for  labour,  at  w^  x»iY*-iv^'-j(\\. 
pf  the  passa^-money  of  pmigrants  to  ttio^  wVo  5kC^\wvctj^\v  -wv^-^- 
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trouble  and  expense  hive  always  exceeded  ihc  advantage.  The  only 
other  resource  is  tlic  voluntary  contrilmtiotis  of  parishca  or  indi\nduals,  lo 
rid  themselves  of  surplus  labourer-:  who  are  titready,  or  who  arc  likely  to 
become,  locally  chargeable  on  the  poor-rate.  Were  this  speculation  I? 
become  geneial,  it  niiyht  produce  a  sufficient  amount  of  emigration  to 
clear  off  the  existing  unemployed  population,  but  not  to  raise  tbe  wages 
of  the  unemployed  ;  and  the  same  thing  would  require  to  be  done  orcr 
again  in  less  than  another  yeneration. 

One  of  the  principal  reasons  why  Colonization  should  be  a  national 
undertaking,  is  tbuL  in  Ibis  manner  alone  can  emigration  be  self-support- 
ing. The  exportation  of  capital  and  Libour  to  a  new  country  being,  as 
liefom  ob3er\'ed,  one  of  the  best  of  all  aft'airs  of  business,  it  is  absurd  th.ii 
it  should  not,  like  other  affairs  of  business,  repay  its  own  expenses.  0{ 
the  great  addition  which  it  makes  to  the  produce  of  the  world,  there  can 
be  no  reason  why  a  sufVitient  portion  should  not  be  intercepted,  anJ 
employed  in  reimbursing  the  outlay  incurred  in  effecting  it.  For  reasons 
already  given,  no  individual,  or  body  of  individuals,  can  reimburse  Uienv 
selves  for  the  expense  ;  the  government,  however,  can.  It  can  lake  from 
the  annua!  increase  of  wealth,  caused  by  the  emigration,  the  fraction 
which  suffices  to  repay  with  interest  ivhat  the  einigration  has  cost.  Tbe 
expenses  of  emigration  to  a  colony  ought  to  be  home  by  the  Colony  ;  aaO 
this,  in  general,  is  only  possible  when  they  are  borne  by  the  coloaUl 
govemnttent. 

Of  the  modes  In  which  a  fund  for  the  support  of  colonization  can  be 
raised  in  the  colony,  none  is  comparable  in  advantage  to  that  which  was 
first  suggested,  and  has  since  been  so  ably  aud  peiseveringly  advocated 
by  Mr.  Wake6cld :  the  plan  of  pulling  a  price  on  all  unoccupied  land, 
and  devoting  the  proceeds  la  emigration.    The  unfounded  and  pedantic 
objections   lo    this  plan   have  been  answered  in  a  former    part    of  this 
chapter  :  we  have  now  to  speak  of  its  advantages.     First,  it  avoids  the 
difficulties  and  discontents  mddcnt  to  raising  a  large  annual  amount  by 
taxation  ;  a  thing  which  it  is  almost  useless  to  attempt  with  a  scHittered 
population  of  settlers  in  the  wilderness,  who,  as  experience  proves,  can 
seldom  be  compelled  to  pay  direct  taxes,  except  at  a  cost  exceeding  their 
amount  ;  while  in  an  Infsnt  cninniunity  indirect  taxation  soon  reaches  its 
limit.     The  sale  of  lands  is  thus  by  far  the  easiest  mode  of  raising  the 
requisite  funds.    liut  it  has  other  and  still  greater  recommendations.    It 
is  a  beneficial  check  upon  the  tendency  of  a  population  of  colonists  to 
ndopt  the  tastes  and  inclinatJors  of  savage  life,  and  to  disperse  »o  widely 
as  to  lose  all  the  advantages  of  commerce,  of  markets,  of  separation  of 
employments,  and  combination  of  labour.     By  making  it  necessary  for 
those  who  emigrate  at  the  expense  of  the  fund,  to  earn  a  considerable 
sum  before  ihcy  can  become  landed  proprietors,  it  keeps  up  a  perpetual 
succession  of  labomeis  for  hire,  who  in  every  country  arc  a  most  impor> 
tant  auxiliary  even  to  peasant  proprietors  :  and  by  diminishing  the  eager- 
ness of  agricultural    speculator-s  to  add  to  their  domain,    it   keeps  ibe 
settlers  within  reach  of  each  other  for  purposes  of  co-oi>erailon,  arrange* 
a  ntinicrous  body  of  them  within  easy  distance  of  each  centre  of  fore^ 
commerce  and  non-agrirultnral  industry,  and  ensures  the  formation  and 
rapid  growth  of  towns  and  town  products.     This  concentraiton,  compaicil 
v/kh  llic  dispersion  which  uniformly  occurs  when  unoccupied  land  can  be 
/m(J  for  nothing,  i;reailv  p.ccc\e.rAV^^  livt  •sM.'i\Tv'ww.Tvi.  ^  vt^^^^Qriiy,  and 
Miarges  the  fund  wKicYt  tna-y  Vx:  Oaa-viu  \*^<a^  Sax  Sas^iwix  vsrox'^.TiMit. 
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BefDre  the  adoption  of  the  Wakefield  system,  Oie  early  years  of  all  new 
colonies  were  full  of  hardship  nnd  difficiiUy  :  the  last  colony  founded  on 
the  old  princinle,  the  -Swan  Rivei"  settlement,  being  one  of  [he  nwst 
charaf-teristic  instances.  In  all  subsequent  colonizaiion,  the  Wakefield 
principle  has  been  acted  ujxin,  though  imperfectly,  the  price  of  Innd  bcin^ 
BcneraJly  fixed  too  low,  and  a  part  only  of  the  proceeds  bein^  devoted  to 
emigration  ;  yet  M'lierever  it  nas  been  introduced  at  all,  as  in  South 
Australia,  I'oirt  Philip,  and  New  Zealand,  ihe  restraint  put  upon  the  dia- 
nersioa  nf  the  settlers,  and  the  influx  of  capital  caused  by  ihe  assurance  of 
teing  able  to  obtain  hired  labour,  has,  in  spite  of  many  difficulties  and 
miif-h  mismanajjcnient,  produced  a  suddcnnL-ss  and  rapidity  of  prospciity 
more  like  fable  than  reality.  The  oldest  of  the  Wakclield  colonics,  South 
Australia,  is  little  more  than  twehe  yenrs  old  ;  Port  Philip  is  still  more 
recent ;  and  ihey  are  probably  at  this  moment  the  two  places^  in  the 
known  world,  ivhere  labour  on  the  one  hand,  and  capital  on  the  other,  are 
the  most  highly  remunerated. 

The  self-supporting  system  of  coloniiallon,  once  established,  would 
increase  in  efl'iciency  every  year;  its  effect  would  tend  to  increase  in 
geometrical  progression  :  for  since  ev-eiy  able-bodied  emigrant,  until  the 
coimtr>'  is  fully  peopled,  adds  in  a  very  short  time  to  its  iveallh,  over  and 
above  his  own  consumption,  as  much  as  would  defray  the  expense  of 
bringing  out  another  emigrant,  it  follows  that  the  greater  the  number 
already  sen-^  the  greater  number  might  continue  to  be  sent,  each  emigrant 
laying  the  foundation  of  a  succession  of  other  emigrants  at  short  inter\'al3 
without  fresh  expense,  until  the  colony  is  filled  up.  It  would  therefore  be 
worth  while,  to  tlie  mother  country,  to  accelerate  the  early  stages  of  this 
progression,  by  loans  to  the  colonies  for  the  purpose  of  emigration, 
repayable  from  the  fund  formed  by  the  sales  of  land.  In  thus  advancing 
the  means  of  accomplishing  a  large  immediate  emigration,  it  would  be 
investing  that  amount  of  capital  in  the  mode,  of  all  others,  most  bene- 
ficial to  the  colony  ;  and  the  labour  and  savings  of  these  emigrants  would 
hasten  the  period  at  which  a  large  sum  would  be  available  from  sales  of 
land.  It  would  be  necessary,  in  order  not  to  overstock  the  labour- 
market,  to  act  in  concert  with  the  jiersons  disposed  to  remove  their  own 
capital  to  the  colony.  The  knowledge  that  a  large  amount  of  hired 
labour  would  he  available,  in  so  productive  a  field  of  employment,  woidd 
ensure  a  large  en^Igration  of  capital  from  n  country,  like  England,  of  low 
profits  and  rapid  accumulation  :  and  it  would  only  be  necessary  not  to 
send  out  a  greater  number  of  labourers  at  one  time,  than  this  capital 
could  absorb  and  employ  at  high  wages. 

Inasmuch  as,  on  this  system,  any  given  amount  of  expenditure,  once 
incurred,  would  provide  not  merely  a  single  etnigration,  but  a  perpetually 
flowing  stream  of  emigrants,  which  would  increase  in  breadth  and  depih 
as  it  flowed  on  ;  this  mode  of  relieving  overpopulation  has  a  recommend- 
ation, not  possessed  by  any  other  plan  ever  proposed,  for  making  head 
against  the  consequences  of  increase  without  restraming  the  increase 
itself:  there  is  an  clement  of  indefinitcncss  in  it;  no  one  can  perfectly 
foresee  how  far  its  influence,  as  a  vent  for  surplus  population,  might 
possibly  reach.  There  is  Iicnce  the  strongest  obligation  on  the  govern- 
ment of  n  country  like  our  own,  with  a  crowded  population,  and  un- 
occupied continents  under  its  command,  to  build,  as  \t. -wnte.^  ^vlW^'k^ 
open,  a  bridge  from  ihc  mother  country  to  Uiose  cow\\'i\tu\3.,Ny5  c:*,Vi!i^\^«v- 
inff  the  sdf-supponwg  system  of  colonizatwn  on  sv\c>i\  71.  ^^L■J^vi^^^■v^^  "^^ 
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grent  an  nmonnt  of  emiRration  aa  the  colonies  can  at  the  time  nccommo* 
dale,  may  at  all  times  be  able  to  take  place  without  cost  tu  the  emignati 
Ihemselves. 

§  15.  The  same  principle  wlitch  points  out  colonization,  and  the  Ttl'tci 
of  the  indigent,  .15  cases  to  which  the  principal  objection  la  govcnnncn: 
interference  docs  not  «pply,  extends  also  10  n  variety  of  cases,  in  whirii 
important  public  services  are  to  I*  performed,  while  yet  there  is  no  irJi- 
viciual  specially  interested  in  performing  them,  nor  would  any  adeouirt 
remuneration  naturally  or  spontaneously  attend  their  performance.  Tab 
for  in:>tance  a  voya)je  of  geographical  or  scientific  exploration.  Tbf 
information  sought  may  be  of  ^reat  public  value,  yet  no  individual  wail 
derive  .iny  Iienefit  from  it  which  would  ren.iy  the  expense  of  tittin};  na 
the  expedition  ;  and  there  is  no  mode  of  iniercepiin;^  tin;  bene ht  on  n 
way  ID  ihose  who  profit  by  it,  in  order  to  levy  a  toll  for  the  remimera:!"; 
of  its  authors.  Such  voyages  arc,  or  might  be,  undertaken  by  pnv:i- 
subscription  ;  but  this  is  a  rare  and  precariuus  resource.  Instances  *''• 
wore  frequent  in  which  the  expense  has  been  borne  by  public  comp.on'-'^ 
or  philanthropic  associations  ;  but  in  general  such  enterprises  h.ivc  bcrr 
conducted  .-it  the  expense  of  go%-ernment,  which  Is  thus  enabled  to  entn.« 
them  to  the  persons  in  its  judgment  best  qualified  for  the  task.  Ai;Ain  t 
is  a  proper  office  of  government  to  build  and  maintain  lighthouses,  vits> 
lish  buoys,  etc.,  fur  the  security  of  navigation  :  for  iiiice  it  is  I'mpPssiM-- 
that  the  ships  at  sea  which  are  benefited  by  a  lighthouse  should  be  miitU 
to  pay  a  toll  on  the  occasion  of  its  use,  no  one  would  build  t^hl 
from  motives  of  personal  interest,  unless  itulemnilied  and  rewaIA^4 
a  compulsory  levy  made  by  the  state.  There  arc  m.iny  &!.:■ 
searches,  of  great  value  to  a  nation  and  to  mankind,  requiring 
devotion  of  time  and  labour,  and  not  unfrer|iiently  jjrcat  c\['i--iy- 
persons  who  can  obtain  a  high  price  for  their  services  in  other  ways-  " 
the  government  had  no  power  to  grant  iiidcnmiiy  for  expense,  and  '*■ 
mimcratioa  for  time  and  labour,  thus  cmploycti,  such  rcscirchrs  tV^ 
only  be  undertaken  by  the  very  few  persons  who,  with  an  indcpeoiitf 
fortune,  unite  lechnicul  knowledge,  iaboriotis  habits,  and  either  p^i 
public  spirit,  or  an  ardent  desire  of  scientific  celebrity.* 

■  Connected  with  this  subject  is  the  question  of  provkiing,  by  mejins  cf 
mciits  nr  snhirlcs,  for  itic  maintcnaijc*  wf  wlial  has  been  calk-tl  a   lenmcil 
TIk'  ciiltivalion  of  itpecuktive  knowledge,  though  «nc  of  ilic  most   u^ 
emnlaymenls,  Ls  a  .service  rendered  to  a  cooirnunily  collcciivcly,  not  in  1 
and  one  consctiricntly  [or  wliich  it  is,  prim&  facie,  r«:v]iial>le  lli.it   thf 
coHectively  should  pay ;  since  it  gives  no  claim  on  any  individual  foi 
remuncuition  :  aivil  unless  a  provlsign  Ls  mfi'le  foi  such  services  from 
fond,  there  is  not  only  no  encouragement  to  them,  but  tlicip  is  as  niiich  ■ 
ment  aa  is  implied  iit  the  tmpcissihility  of  Rainirg  a  livinp  by  such   \v. 
thf  necessity  conseijiicnlly  imim^ed  on  most  nf  those  whn  tvatild   i>e  cap* 
them,  10  employ  ihc  greatest  p;irt  of  their  lime  in  gnininR  r  ^uhstslence.   ' 
evil,  liowevpT,  is  greater  in  ai)|»e.iriince  ihan  in  rcaliiy.     The  giealcst  iiii<p 
has  been  said,  have  generally  been  done  by  those  who  had  tlie  least   limc  il 
disposal;  and  Ihc  occupation  of  some  houn  every  day  in  a  routine  «-mp]' 
has  often  been  found  coinf-alihlc  with  tlie  most  hriiLiant  achievements  in  hi 
and  philosopliy.    Vet  there  are  invcstigMions  and  experiments  which  reqaitt 
only  a  long  but  a  conliiiuous  devalion  of  time  and  attention  :  there  are  auol 
patioDi  which  so  engross  and  fatigue  the  meiiitaiL  fai:ulEie.s,  as.  tu  be  iaooia 
with  any  vigorous  employment  of  them  upon  other  subjects,  even  m  ini 
leisure.    It  is  highly  dcsirntle,  tlierefore,  that  there  sho&ld  he  a  mode  <^ 
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tt  may  be  said  generally,  that  anything  which  ii  is  desirable  should  be 
done  for  the  g:eneral  interests  of  mankind  or  of  future  generations,  or  for 
the  presenl  inieresis  of  those  members  of  the  community  who  reiiuiie 
external  aid,  but  whicli  is  not  of  a  nature  to  rcniunerale  individuals  or 
associations  for  undertaking  it,  is  in  itself  a  suitable  tiling  to  lie  under- 
taken by  government ;  tboug'h,  before  making  the  work  their  own, 
governments  ought  always  to  consider  if  there  be  any  rational  proba* 
bility  of  its  being  done  an  what  is  called  the  voluntary  principle,  and  if 
so,  whether  it  is  likely  to  be  done  in  a  better  or  more  ctfenlual  manner  by 
gxjvcmmenc  agency  than  by  the  zeal  and  liljerality  of  iiidivi<Uinls. 

§  16.  The  preceding  heads  comprise,  10  the  best  of  my  jmdgmont,  the 
whole  of  the  exceptions  to  the  jtraciicnl  maxim,  that  the  busidess  of 
society  can  be  best  performed  by  private  and  voluntary  agency,  it  is 
however,  necessarj-  to  add,  that  the  intervcntioa  of  government  cannot 
always  practically  stop  short  at  the  limit  which  defines  tlie  cates  intrin- 
sically suitable  for  it  In  the  particular  circumstances  of  a  given  age  or 
nation,  there  is  scarcely  anything,  really  important  to  the  general  in- 
terest, which  It  may  not  lie  desirable,  or  even  necessary,  that  the  govern- 
ment should  take  upon  itself,  not  because  private  indi^-iduals  cannot 
effectually  perform  it,  but  because  they  will  not.  At  some  times  :md 
places  llicrc  will  be  no  roads,  docks,  harbours,  canals,  works  of  irrigation, 
hospitals,  schools,  colleges,  printing  presses,  unless  the  goverfiment 
establishes  them  ;  the  public  being  either  too  poor  to  command  the 
necessary  resources,  or  too  little  advanced  in  intelligence  to  appreciate 
the  ends,  or  not  sutficicntly  practised  in  conjoint  action  to  be  capable  of 
the  means.  This  is  true,  more  or  less,  of  all  countries  inured  to  despotism, 
and  particularly  of  those  in  which  there  is  a  very  wide  distance  in  civili- 
xation  between  the  people  and  the  gavemment :  as  in  those  which  have 
been  conquered  and  are  retained  in  subjection  by  a  more  energetic  and 
more  cultivated  people.     In  many  parts  of  the  world,  the  people  can  do 


to  the  public  the  services  of  scientific  dlscovercri;,  and  perhaps  oF  some  other  clnsses 
of  savacs,  by  afibrding  them  the  means  of  support  conai&ienlly  with  ilevotiiig  a 
suliicicTit  [lurtion  of  time  to  Ihcir  peculiar  pursuits.  The  felkiWihipis  of  our 
Universities  arc  an  insiitutioti  excellently  adapted  for  such  a  purpose  ;  but  arc 
hardly  ever  applied  to  it,  being  bestaweil,  at  the  best,  as  a  rcwani  foi  past  pro- 
ficienLy,  in  crjiiiciilliTig  to  memory  what  hn,s  been  done  by  others,  ami  not  as  the 
salary  of  fuliiic  labmirs  in  the  aJvancement  of  knowledge.  In  some  countries. 
Academies  of  science,  antiquities,  historj-,  etc.,  have  been  formed,  wilh  eiiK>Iiinit-n1s 
annexed.  The  most  efTecCual  plan,  and  at  the  same  lime  the  least  Imlilc  to  obUKc, 
seems  to  be  that  of  conferring  Professorships,  with  duLies  of  instruction  attached 
to  them.  The  occupation  of  teachicg  a  branch  of  knowletlge,  at  least  in  its  hiyher 
dcpartn»enti5,  is  a  hdp  ralh«  than  an  impediment  to  the  systematic  cultivation  of 
Ihe  subject  itself.  The  duties  of  a  professorship  almost  always  leave  much  time 
toT  nriginal  researches,  and  the  greatest  advances  which  have  i>ecn  made  in  the 
various  sciences,  both  moral  and  physical,  have  origiiiaicd  with  those  who  were 

Jiablic  teachers  of  them,  Irora  Aristotle  and  Tlalo  to  llie  great  name's  of  the  Scotch, 
■i'rencli,  and  Getuian  UniTersiUes.  I  do  not  mention  the  Knglish,  because  their 
professorships  are,  as  is  well  known,  liltlc  more  than  nominal.  In  the  case,  loo, 
c»f  a  lecturer  in  a  great  institution  of  education,  the  public  nl  large  has  the  means 
vi  judging,  if  rot  the  (juality  of  the  teaching,  at  least  the  talents  and  industry  of 
the  teacher  ;  and  it  is  more  difficult  to  misemploy  the  power  of  anonmlmenL  la 
Buch  an  ofSce,  than  to  \nh  in  pensions  and  salaries  to  persons  not  a^  '•''a 

the  public  eye. 
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nochinf  (or  ibemselvea  which  raqtures  large  means  aiMl  combined  action ; 
aU  sacD  things  arc  Aft  undone,  onkss  done  bf  the  sate.  In  these  cnsH; 
the  mode  in  which  the  gwcmment  can  most  surely  demonstrate  tl« 
sincerity  with  which  it  intends  ibe  gieatest  good  of  its  subjects,  is  ty 
doing  tne  things  which  are  nuule  incumbent  on  it  by  the  helplessness  d 
the  public,  in  such  a  Tnanncr  as  shall  tend  not  to  increase  nnd  pcrpctiuK 
boi  to  correct  that  helplessness.  A  good  government  will  gi\-e  all  its  ul 
in  such  a  shape,  .1$  10  encourage  and  nunure  any  rudiments  it  may  M 
at  a  spirit  of  individual  exertion.  It  will  be  assiduous  in  remonfl{ 
obstacles  and  discouragements  to  voluntary  enterprise,  and  in  gnriog 
whatever  facilities  and  whatever  direction  and  guidance  may  be  neces- 
sary ;  its  pecuniarv'  means  will  be  applied,  when  practicable,  in  aid  cf 
private  effons  rather  than  in  supersession  of  them,  and  it  will  call  inio 
play  its  machinery  of  rewards  and  honours  to  elicit  such  efforts.  Goveoh 
ment  aid,  when  given  merely  in  default  of  private  enterprise,  shcHild  be  ss 

S'ven  as  to  be  as  far  as  possible  a  course  of  education  for  the  people  iB 
c  art  of  accomplishing  great  objects  by  individual  energy  and  volunuti] 
co-operation. 

I  have  not  thought  it  necessary  here  to  insist  on  that  part  of  the  filia- 
tions of  go%-emment  which  al)  admit  to  be  indispensable,  the  function  <i 
prohibitiuij  and  punishing  such  conduct  on  the  part  of  individuals  in  \it 
exercise  of  their  freedom,  as  is  clearly  injurious  to  other  persons,  wheihw 
the  case  be  one  of  force,  fraud,  or  negligence.  Kven  in  the  best  stn:c 
which  society  has  yet  reached,  it  is  lamentable  to  think  how  jjreata  pro- 
portion of  all  the  effons  and  talents  in  the  world  are  employed  ia  merely 
neutralizing  one  another.  It  isthe  proper  end  of  government  to  reduce 
this  wretched  waste  to  the  smallest  possible  amount,  by  taking  sack 
measures  as  shall  cause  the  cncr^jies  now  spent  by  mankind  in  injurirj 
one  another,  or  in  protecting  themselves  acainst  injur)',  10  be  turned  'o 
the  legitimate  cinpiaymcnt  of  the  human  faculties,  that  of  compelling  ifac 
powers  of  nature  to  be  more  and  more  subser\'ient  to  physical  and  tnotal 
good. 


APPENDIX, 


In  1846  tliew  appeared  an  ebborate  treatise,*  by  (wo  authors,  MU 
Mounier  and  Rubichon,  Ujc  latter  of  whora  was,  by  his  own  statemcst.i 
public  functionary  for  ten  years  preceding  the  French  Kevoluiion,  and  both 
appear  to  take  their  ideas  of  a  wholesome  state  of  society  from  the  insliltf- 
tions  and  practices  lA  the  middle  ngesi.  In  this  book  il  is  maintained.  tJui 
while  French  writers  and  administrators  are  in  a  conspiracy  to  reprcsco: 
their  country  as  making  rapid  strides  in  prosperity,  the  progress  of  llic 
morccllemeni  is  in  fact  reducing  it  to  beggary.  An  impostng  array  cf 
official  details,  adduced  in  apparent  support  of  this  assertion,  gave  1 
degree  of  weight  to  it  which  it  couki  not  claim  from  any  correclnes 
of  informnlion  or  capacity  of  judgment  shown  by  its  authors,     Tbdf 

•  De  rAgriculhite  en  Fiance,  d'ant&s  Icb  Documems  oPRcids.      Par  M.  1* 
ounier,  avcc  tics  Kcmar<iiic3  pai  M,  Ruliichon,     I'aiis,  1S46. 
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work  was  cried  up  as  a  book  of  authority  by  the  Quarterly  RevUw^  in 
an  article  which  excited  some  notice  by  proclaiming,  on  the  evidence 
protluced  by  these  writers,  that  'in  .i  few  years  ibe  Code  Napoleon  will  be 
employed  in  dividing^  fractions  of  square  inches  of  land,  and  deciding  by 
logarithms  infinitesimal  inheritances.'  As  such  representations  ought  not 
to  be  without  a  permanent  answer,  1  think  it  worth  while  to  subjoin  the 
substance  of  three  anjctes  in  the  Mifrnin^  Chronule,  containing  ns  com- 
plete a  refutation  of  these  writers  and  of  tlieir  reviewer,  partly  from  their 
own  materials,  as  appears  to  be  either  merited  or  required. 

Substance  (with  omissions  and  correc lions)  of  three  articles  in  tha 
MortuH^  Ckronide  of  iiih,  13th,  and  i6tU  January,  1647,  in  reply 
tn  MM."  Mounier  and  Rubichon,  and  to  the  Quarterly  Rctncw.,  on  the 
Subdivision  of  Landed  fropcriy  in  France. 

I. 

Thk  reviewer  makes  an  extraordinary  slip  at  the  threshold  of  his  subject, 
in  estimating  the  extent  to  which  the  morceiUment  has  actually  proceeded. 
He  finds  it  stated,  that  among  nearly  five  millions  and  a  half  of  landed 
jroprietors,  there  are  2,600,000  the  revenue  of  \ihose  land,  as  rated  to  the 
aiid-tax,  does  not  exceed  forty  shillings,  which  sum,  he  very  candidly  says, 
should  rather  be  sixty,  as  the  rated  value  ts  very  much  luwcr  than  the  real 
value.  On  this  he  exclaims,  'There  already  exist  in  Trance  millions  of 
examples  that  a  propri^tairc  may  be  poorer  tlinn  a  peasant.  .  .  . 
2,6oo.oc»  families,  comprising  13,000,000  persons,  of  each  of  which 
families  the  rated  inconic  dues  not  exceed  forty  shillings,  but  siy  sixty 
shillinjis  sterling,  for  the  maintenance  of  five  persons— and  these  arc 
proprietors  !  The  poorest  day  labourer  would  eatn  four  times  as  much. 
He  seems  actually  to  suppose  liiat  these  sni.i!l  proprietors,  like  great 
landlords,  live  only  upon  (he  rent  of  their  land,  foij^'L-ttin^^  thai  they  have 
its  iplwh  product'.  IIemiE"ht  have  known  from  the  very  documents  he 
has  quoted,  and  might  have  gitcsscd  if  he  had  not  knciwn,  that  the  foity 
shillings  at  which  the  land  is  rated  in  the  collector's  books  .ire  not  the 
gross  produce  of  the  little  estate,  but  its  net  produce  :  the  surplus  beyond 
the  expenses  of  cuUivation  :  which  expf  uses  mcUide  the  subsistence  of  the 
cultivators,  together  with  interest  on  the  rnpital.  The  revie>\er  himself 
shows  that  the  rated  rc'atuc  of  all  the  landed  property  of  France  is  about 
4  per  cent,  of  its  rated  vdliie,  and  does  not  therefore  much  exceed  a 
reasonable  rent.  A  writer  who  can  mistake  this  for  the  whole  income  of 
a  peasant  ciiltivalinjj  hi5  omi  land,  gives  the  measure  of  his  competency 
for  the  subject,  and  of  the  degree  nf  atteaiion  he  has  p.-iid  to  it. 

We  will  naw  attempt  to  discover,  from  the  reviewer's  data  and  those  of 
liis  audiors,  what  may  really  be  the  condition  of  these  2,600,000  pro- 
prietors. As  ilic  French  Govcmnicnt  estimates  the  land  tax  at  one-tenth 
of  the  revenue  of  the  land,  families  rated  at  2/.  (or  50  francs)  pay,  it  is 
to  be  presumed,  five  frnncs.  The  averavce  of  the  <on!rib»(ion  fond^re  for 
nil  Fmnce  is  z\  francs  per  hectare,  and  in  the  southern  half  of  the  king- 
dom, which  is  the  most  divided,  two  francs.  A  hectare  belng^  about  2^ 
English  acres,  this  gives  from  five  to  between  six  and  seven  acres  as  the 
portion  of  land  which  falls  to  the  lot  of  each  of  the  reviexver's  foriy-shilltng 
pr  sixty- shilling  freeholders.    IJut,  it  may  be  said,  this  is  not  the  average 

•   for  December,  1846. 
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but  the  TtuLn'mum  of  tbeir  possessions.  We  will  Uierefore  take  aaotfacr 
estimate,  grounded  on  official  documents,  from  the  reviewer's  authorities, 
MM.  Moiinler  and  Rubichon.  *  I:  is  h.irdly  credible,'  tliey  say,  'tlw 
there  are  in  France  more  than  four  millions  of  proprietors  so  poor,  ihai 
ihey  pay  no  more  than  5f,  95c.'  (say  6f.)  'to  the  confribution  fondirt^. 
In  this  case  the  $£  95c.  are  certainly  the  average.  Six  francs  of  land-tu 
correspunds  to  six  acres  per  family  on  the  average  of  all  France,  and 
to  seven  and  a  half  on  th.at  of  tJie  southern  division,  which  contains  ih? 
greatest  proportion  of  smnll  proprietors,  A  still  more  favourable  rCiull 
is  given  by  the  calculations  of  M.  Lullin  de  Cliiieaiivicux,  a  niurh  beit« 
authority  than  these  authors,  who  estimates  the  avcr3j;e  holdings  of  ibi 
3,900,000  poore::it  proprietors  at  eight  acres  und  a  half.  Now,  take  an; 
one  of  tliese  computations  in  a  fertile  country  like  Fiance,  suppose  v> 
bad  an  agriculture  ns  exists  an\^vhere  in  Western  Europe,  and  ihcn  judfc 
whether  a  single  family,  industrioiis  .-ind  economical  as  the  French  of  l« 
poorer  classes  are,  and  enjoying  the  entire  produce  of  from  five  to  cigii 
and  a  half  acres,  subject  to  a  payment  of  only  tenpcncc  an  acre  to  ike 
Government,  can  be  otherwise  than  in  a  very  desirable  condition?  We 
du  not  forget  that  the  land  15  sometimes  mortgaged  for  p>art  of  tbe 
purchase  money,  and  the  i-evicwer  makes  a  great  cry  about  the  tremendoo) 
incumbrances  by  which  the  land  of  France  is  weighed  down  ;  not  amount 
ing-,  however,  on  his  ovm  showing",  to  forty  per  cent,  on  the  rental,  v,h]c\ 
we  should  tliink  is  as  favourable  a  return  as  could  be  made  by  aityl^ded 
aristocracy  iu  Europe,  The  interest  on  the  murty^ages  of  all  Vrancc  is 
eatimaled  at  twenty-four  millions  sterling  for  one  hundred  and  fonncca 
,  millions  of  acres— less  than  five  shillings  per  acre.  The  owner  of  ftwn 
five  to  eight  acres  could  aflbrd  to  pay  double  this  amount,  and  be  \aj 
well  off. 

We  are  aware  thai  this  is  an  average,  and  that  four  millions  of  prfr 
perlies  averaging,  according  to  M.  de  Ch^teauvieux,  eight  acres  and) 
half,  imply  a  great  number  of  proprietors  who  have  less.  But  there  maai 
be  a  proportional  (ihongh  not  an  equal)  number  who  have  more  ;  and  ' 
must  not  be  supposed  that  this  statement  includes  the  larg^e  propcrtifi- 
one  of  which  would  be  enough  to  keep  up  the  average  again.st  a  hundrsi 
extremely  small  ones.  Nn  properties  are  included  whidi  pay  so  miicbi' 
twenty  francs  l.ind-lax,  coiTcsponding  on  the  avenige  of  France  to  twcif 
acres— on  that  of  the  south  to  tweinyfive.  When  it  is  considered  iJ* 
of  the  whole  soil  of  France  much  less  than  half  is  in  the  hands  of  peaitf 
proprietors,  and  that  this  half  is  not  more  subdivided  than  «c  norw- 
it  will  probably  be  tlioufi^ht  that  hilherLo,  at  least,  the  mischiefs  of  ' 
division  have  not  reached  a  very  formidable  height. 

Uut  it  is  not  what  France  now  is,  so  much  as  what  she  is  becoming, lid' 
is  the  material  point.  Is  the  monelUment  incrcasinj,^  or  likely  to  incrtii 
The  apologists  of  the  French  system  have  never  denied  that  the  lind* 
many  parts  of  France  is  too  minutely  divided,  Wli.it  they  deny  is.  tl" 
it  is  a  growing  evil.  They  assert  that  the  subdivision  has  i-cache<l  - 
height,  and  that  the  reunions,  by  purchase,  marri.ige,  and  inherit 
now  balance  the  subdivisions.  Mow  stand.<>  the  fact  in  this  respect  ? 
the  small  properties  lending  to  become  still  smaller,  or  not  ?  The  reafc 
will  be  surprised  when  be  finds  that,  with  all  their  straining,  M,  Ruhid>3 
and  his  reviewer  have  failed  of  proving  that  the  moneUement^  in 
sense  of  the  term,  is  making  any  jirogress  at  all. 

The  reviewer  \\-\%  a  curious  tlieory  on  the  subject,    He  thinks  thai 


the  calculated  avemge  of  ttiree  children  to  cich  inTicritancft,'  the  piece  of 
land  now  held  by  one  proprietor  must  necessarily  be  divided  among  three 
in  ihe  next  generation,  and  among  nine  in  Ihat  which  follows.  Under 
what  system  of  landed  proiseny  could  a  population  increase  at  this  rale, 
and  not  be  reduced  to  starvation?  But  is  it  a  tact  thai  population  vi  anTtvkere 
trebled  in  the  space  of  a  generation?  We  have  here  blunder  wilhinfalunder 
of  a  very  complicated  description.  In  the  first  place,  he  should  not  have 
said  three  children  to  one  inherilance,  but  to  two  inheritances  ;  for  as  the 
French  law  in  questions  of  property  observes  that  impartial  justice  between 
the  two  sexes  in  which  other  laws  are  so  often  deficient,  the  mother's 
patrimony  is  on  an  average  equal  to  that  of  the  father.  In  the  next 
place,  could  not  the  reviewer  have  taken  the  trouble  to  ascertain  at  what 
rate  the  French  population  is  actuaUy  increasing?  If  he  bad,  he  would 
have  found  that  in  the  27  years  from  1815  to  1S42  it  only  increased  rS 
per  cent,,  and  during  that  period  with  progressively  increasing  slowness, 
namely,  in  Ihe  first  eleven  years  9  per  cent.,  in  the  next  nine  years  less 
than  6  per  cent.,  and  in  the  seven  years  from  183s  to  1842,  3  i-ioth  per 
cent-  only.*  This  retardation  we  must  take  the  liberty  of  attributing 
mainly  to  the  prudence  and  forelhougiU  generated  in  the  poorest  class 
by  this  very  subdivision  of  properly. 

Instead,  therefore,  of  irebliiiij  in  a  generation,  Ihe  population  increases 
in  that  period  about  20  per  cent.  ;t  and  if  the  giowth  of  tow-ns,  and  of  em- 
ploymenls  not  agricultural,  in  the  same  space  of  time,  is  sufficient  to  absorb 
this  increase,  there  needs  not  be,  and  will  not  be,  even  if  the  law  docs  its 
worst,  any  increase  of  subdivision.  Now,  the  towns  of  Fiance  have 
increased^  and  are  increasing,  at  a  rate  far  exceeding  the  general  increase 
of  Ihc  population.  We  read  only  the  other  day  in  the  SihU,  as  the  result 
of  the  census  just  concluded,  that  Pads,  which  in  1832  had  only  930,000 
inhabitants,  has  naw  more  than  1,350,000,  an  increase  of  nearly  fifty  per 
cent,  in  fonrtecn  years.  There  is  every  reason  then  to  infer,  from  these 
general  data,  that  the  morcellement  is  makjng  no  progress. 

What  fads  have  M.  Kubichon  and  the  QuarUrh'  rc^■ie^ver  to  oppose  to 
these?  One  fact;  which  at  first  si^ht  appears  a  very  strong  one. 
Lclween  iS26and  1835,  the  number  of  properties  rated  to  the  land-tax 
exhibited  an  increase  of  more  than  6001,000 ;  being  about  six  per  cent,  in 
ten  years.  Lei  us  (irst  remark,  that  600,000  separate  asscKsnienls  are 
equivalent  only  to  about  300,000  proprietors  ;  it  being  the  common 
estimate  of  French  wiitcrs,  that  on  the  average  about  two  cdles  foiteth-es, 
or  separate  accounts  with  (he  land  tax,  correspond  only  to  a  single  pro- 
prietor. But  if  the  reviewer  had  consulted  his  author  just  ten  pages 
ftirlher  on^X  he  would  have  found  a  cause  sulTicieni  to  account  for  a  con- 
siderable portion  of  this  increase.  There  were  sold  between  1826  and 
1K35  domains  of  the  state,  to  the  vahie  of  nearly  [34  millions  of  francs,  or 
five  and  a-half  millions  sterling.  The  very  nature  of  such  a  sale  implies 
division.    And  wc  are  the  more  inclined  to  ascribe  much  of  the  apparent 

•  These  facts  arc  taken  from  M.  Passy.  In  page  20?  of  Ihe  present  \\or\,  from 
n  iiioce  complefe  compniisoni  which  includes  the  rrsiiUs  of  the  last  census,  the 
incrciise  of  population  tins  been  shown  lo  be  even  slower  ihan  is  here  represented. 

t  liven  this  is  a  considerable  overstatement.  The  census  of  iSofi  showeil  a 
populalion  of  29,107,425.  In  1846,  according  \o  the  census  of  ihat  ye.ir,  it  had 
only  increased  to  35,409,486,  being  an  increase  of  little  more  than  21}  per  cent, 
in  forly  years.     The  longest  te^mi  evet  uss-igncd  Iq  ti  generation  is  thirty  years. 

~^  Mounicr  iind  Kubichon,  vul.  i.  p.  lio. 
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increase  of  division  to  this  circumstance,  because  in  the  ten  years  preced- 
ing those  in  question,  the  cSies  fondires  increased  in  number  by  liiile  more 
than  2cx>,ooo ;  an  alarming  proof,  according  to  the  reviewer,  of  the  pro- 
gressive advance  of  the  evil ;  but,  as  we  suspect,  arising  partly  from  tlw 
fact,  thai  during  the  earlier  decennial  period  a  smnllerj  though  still  a  con- 
siderable, amount  of  public  domains  were  alienated. 

In  addition  to  the  state  lands,  a  great  extent  of  communal  lands  wer* 
likewise  alienated  during-  the  same  period  :  and  it  is  further  necessary  u 
subtract  all  the  additions  made  to  the  number  oi  coles fonciires  by  the  oc- 
tension  of  building,  and  by  the  natural  subdivision  of  town  property 
during  ten  years.  All  these  items  must  be  accuralely  estimated  ana 
deducted,  before  it  can  be  affirmed  with  certainty  that  in  the  rural  districts 
there  was  during  those  years  any  increased  division  of  landed  property  « 
all.  And  even  if  there  was,  increased  dri'tsion  docs  not  necessarily  im|ily 
increased  sub-dhiisiots.  Large  estates  may  have  been,  and  we  believt 
were,  in  many  instances,  divided,  but  the  division  may  have  stopped  ihoe. 
We  know  of  no  reason  for  supposing  that  small  properties  were  divided 
into  odiers  still  smaller,  or  that  the  averajfe  size  of  the  possessions  of 
peasant  families  was  at  all  diminished. 

It  so  liajipcii-H  that  facts  exist,  more  specific  and  moi-e  expressly  to  the 
point  than  any  of  M.  Rubichon's.  A  new  cadastre,  orsur\'ey  and  \'aluaiion 
of  lands,  has  been  in  progress  fur  some  years  past.  In  thirty-sercn 
cantons,  taken  indiscriminately  through  France,  the  operation  hu  been 
completed;  in  twenty-one  it  is  nearlycomplete.  In  the  thirty-seven  tbt(^'« 
/o>iaireSy  which  were  154,266  al  the  last  Cfuittstre  (in  1809  and  1810),  have 
only  increased  by  9,01 1,  bcirg  less  than  18  per  cent,  in  considerably  nWHt 
than  diiily  years,  while  in  many  nf  the  cantons  they  have  considerably 
diminished.  From  this  increase  is  to  be  subtnictcd  all  which  is  due  lo 
the  progress  of  building  during  the  period,  as  well  as  to  the  sale  of 
public  and  communal  lands.  In  the  other  twenty-one  cantons  the  numSer 
of  idles  fonei^res  is  not  yet  published,  hut  the  number  of  parcelies,  ot 
separate  bits  of  land,  has  dtmim'sfwd  in  the  same  period  ;  and  among 
those  districts  is  included  the  greater  pan  of  the  bnnlifue  of  Paris,  one  of 
the  most  minutely  divided  districts  in  France,  in  which  the  morceUemnt 
has  actually  diminished  by  no  less  than  16  per  cent.  The  details  may  he 
found  in  M.  Pnssy's  little  wurk,  '  Dcs  Systirmes  de  Culture.'  So  mocb 
for  the  lenible  progress  of  subdivision. 

We  cannot  leave  ihis  pan  of  the  subject  without  noiicing  one  of  Uk 
most  signal  instances  which  ilie  reviewer  has  exhibited  of  his  incooi' 
petency  for  the  subject  he  treats  of.  He  laments  over  the  cxlraotxliiury 
number  of  sales  of  landed  property  which  he  says  the  law  of  inheritance 
constantly  occasions ;  and  indeed  the  sales  of  land  are  shown  to  bait 
amounted  in  ten  jxars  to  no  less  Ihan  one-fourth  part  of  the  tvbole 
territorial  propi;rty  of  France.  Now,  ivhatever  else  this  extraordinary 
amount  of  sale  and  purchase  may  prove,  the  whole  of  it  is  one  gigantic 
argument  as^ainsl  the  reviewer's  case  ;  for  every  sate  of  land  which  is 
caused  by  tiie  law  of  inhcrit.-mco  must  be  a  sale  for  the  express  purpose  trf 
preventing  subdivision.  If  land,  sold  in  consequence  of  an  inheritanc«, 
IS  nevertheless  subdivided,  this  cannot  be  an  cftcct  of  the  law  of  inheril* 
ance  ;  it  would  only  prove  (hat  land  sells  for  a  higher  price  when  sold  in 
small  portions  :  thai  is,  in  other  words,  that  the  poor,  and  even,  as  the 
rc\'iewer  would  have  us  believe,  the  very  poor,  are  able  to  outbid  the  rich 
'■^  the  land  market.    This  certainly  does  not  prove  tliat  tlic  very  poorot 


France  are  stj  vtry  poor  as  these  writers  try  to  ni<ike  out,  while  it  docs 
prove  Uia(,  if  sn,  ihey  must  be  by  far  the  most  industrious  and  cconuinical 
jieople  on  the  face  of  the  earth,  for  wliidi  some  credit  ought  surely  to  be 
yiven  to  the  system  of  peasant  properties. 


11. 

^  We  have  shown  that  the  four  millions  of  landowners  in  France  who  can 
be  reckoned  among  peasant  proprietors,  those  whose  holdings  fall  short 
of  twenty  acres,  are  computed  by  one  of  the  best  living  authorities  lo 
possess  on  the  average  eiyht  and  a  half  English  arrcs  each,  and  that  from 
no  authentic  documents  ciin  the  average  be  brought  much  bcluw  tbat 
amount ;  a  fact  wholly  incon]|)ntiblc  with  (heir  being  i»  the  state 
approaching  to  stim.itioii  in  which  TkT.  Riihirlion  nnd  his  reviewer  would 
represent  them.  It  is  eqtially cerinin  that  if  there  is  bad  agriculture  on 
these  small  estates,  ii  is  from  some  other  cause  than  their  sniallness. 
Farms  of  this  size  arc  consistent  with  agriculture  equal  to  any  on  the  face 
of  the  earth. 

We  shal!  now,  however,  touch  upon  another  kind  of  urori-eUaricft/^  which 
docs  amount  to  a  serious  inconvenience,  and  wherever  it  exists  must 
have  a  strong  tendency  la  keep  agriculture  in  a  low  state.  This  is,  the 
subdivision,  not  of  the  land  of  the  country  .-mioiiji  many  proprietors,  but 
of  (he  land  of  e.icb  proprietor  into  many  detached  pieces,  or  farceltes^  as 
Ihey  are  technically  designated.  This  inconvenience  has  been  rjc- 
perienced  in  other  countries  besides  Frauct:,  as  in  the  canton  of  Zurich, 
in  the  Palatinate,  and  (as  respects  holdings,  ihouyh  not  properties)  in 
Ireland.  In  Fmnce  it  is  carried  to  so  great  an  excess,  that  the  nuniber 
oi pitrcfUes  is  ten  times  the  number  of  cohs  fotidh-i^s :  and  as  there  arc 
supposed  to  be  twice  as  many  ciUcs  fondhrs  .ns  proprietors,  the  curious 
fact  is  disclosed,  that  on  the  average  of  France  the  estate  of  every  l.^nd- 
Divncr  consists  of  twenty  fragments  in  twenty  different  places.  The  con- 
sequences are  a  subject  of  general  and  increasing  complaint.  Great  loss 
of  time  and  labour;  waste  of  cultivable  soil  in  boundaries  and  paths  ;  the 
Inaccessibility  of  vaa.v\y  pitrttHes  without  trespassing  on  other  properties  ; 
endless  disputes  and  frei|uent  litigation — are  enumerated  among  the 
evils;  and  it  is  evident  what  obstacles  the  small  size  and  dispersed 
position  of  the  parccUrs,  and  their  intermixture  with  those  of  other  pro- 
prietors, must  oppose  to  many  kinds  of  agricultural  improvement. 

For  a  constdci  able  portion  of  this  evil  the  French  law  of  inheritance 
may  fairly  he  held  responsible.  A  certain  amount  of  It  is  inevitable 
wherever  landed  properties  are  undergoing  a  double  jiroress  of  division 
and  recompositjon  :  marriages,  for  example,  must  in  general  bring 
together  portions  of  land  not  adjacent.  Hut  if  parents  had  the  power  of 
bequest,  the  owner  of  twenty  pnrcclics,  even  if  he  adhered  to  the  spirit  of 
the  law  of  eciual  division,  would  give  some  of  the  portions  entire  to  one 
child,  and  others  to  analher.  Tlie  law,  on  the  contrary,  must  divide  with 
eX'Ut  equality;  and  as  it  is  generally  impossible  to  adjust  the  v;Jue  of 
parches  of  unequal  fertility,  vineyards,  nie.idnws,  arable,  etc.,  so  as  to 
satisfy  everybody,  it  continually  happens,  especially  in  the  more  backward 
parts  of  France,  that  when  tlie  settlement  is  made  by  division  instead  of 
sale,  each  co-heir  insists  on  taking  a  share  of  every  paraHe  instead 
of  the  whole  of  some  parcetles:  frcmi  whence,  no  doubt,  the  amazing 
)uUi plication  of  these  little  patches  in  many  parts  of  France, 
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TlHf  cv^  vttfe  it  vooU  Doc  enit  to  xsf  reiy  in»tffTi*l  extent  emfX 
«ader  tiM  pecdni  FiCDcb  Inr  cf  afaentsac^  is  dm  mnitsdile  cia 
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fcan  to  ft  CmkA  Mft  «f  the  laded  pppaty  ^  Fnac:^  »  m.  dear  onof 
ifaat  i&  EMMOl  OK  ■diimwwl  cf  abcnuaces  is  noc  efleacd  117  t 
•ubdivifaoa  «f  the  Ind,  bat  bjr  Mk ;  vterh,  it  Bccds  scvcelr  ^ 
rcnafked,  does  ooc  necMarilr  iaply  paniag  wwfa  ibe  laad,  cbcje  bebf 
■oiiung  to  binder  tbe  bdn  tbeuMclvti  tmm  bccoroii^  ilw  pordiasea. 
We  btve  fko  doabc  it  would  be  tbond  tloi  this  rational  mode  w  exccutiiv 
tbebw  iiteadiiiK  more  and  more  to  become  uttivcrsaL  To  hasten  tbe  c- 
doing  of  ibe  mischief  which  has  been  already  dooe;  ibe  GorenuDCal  U- 
bces  oAea  orged  (in  some  instances  by  Councits-General  of  Departoer^ 
to  propose  a  law  authoming  the  caos<^idaiioa  of  landed  properties  bf  t 
nttefal  valuaiion  and  exchange  of  allotmeats,  in  erery  comroiine  in  vfcid 
the  najoriiy  of  the  proprietors  majr  apply  fur  it ;  and  unless  tbe  eri 
is  seen  to  be  correctiotf  itself  by  a  spOQtaueo<is  process,  nocbiikp,  *e 
riioold  tfatnkr  can  long  prevent  the  adoption  of  so  saluury  an  expedient 
That  French  atrriculture,aDdjhe  condition  of  the  peasant  popdatioa, 
arc  injuriously  affected  hy  this  sort  of  MoraUtnunt,  is  so  far  true,  thai  > 
must  considerably  retard  the  improvement  which  might  otherwi^  be 
eipected,  and  which,  in  spite  of  all  hindrances,  does  e^  en  now,  10  a  grui 
extent,  lake  place.  More  than  this  we  cannot  admic  There  ait 
conclusive  proofs  of  great  and  rapid  improvement  in  some  pans  of 
France,  and  M.  Rubichon  and  his  reviewer  have  no  evidence  wbatcrti  of 
rctroj[rcs»ton  in  any. 

They  produce  tables  of  the  average  amount  of  different  kinds  of  fiwd 
consumed  by  the  population  ;  also  tables  of  the  number  of  caiiir, 
the  amount  of  produce  per  hectare  of  the  difTerent  kinds  of  cuttivatioo, 
etc..  Calculated  from  the  official  documents.  These  estimates,  assuming 
their  correctness  (wliich,  so  far  as  that  quality  is  attainable,  we  generally 
see  no  reason  to  discredit),  arc  indicative,  doubtless,  of  a  low  and  badt 
ward  state.  Rut  statisiica  arc  only  evidence  of  the  present.  Where  att 
the  staiiiiici  of  tbe  past  ?  That  the  agrifulture  of  a  great  part  of  France 
IS  nidc  and  imperfect  is  known  to  all  Europe  ;  but  that  it  ever  v-as  better, 
in  an  assertion  opposed  to  all  evidence,  and  ne  shall  not  take  M. 
Uubichon's  word  for  it,  no  more  than  for  the  notion  that  the  food  rad 
[general  condition  of  the  mass  of  the  people  has  been  deteriorating  rroo 
the  time  of  Ij>uis  XIV,,*  if  not  earlier.  At  this  last  proposition  we  can- 
jiot  repress  our  wonder.  In  ihc  reiKn  of  Louis  Xl\'.,  Marshal  Vaubaii,a 
great  authority  wi:li  all  who  arc  ilicniselvcs  authorities,  and  even  with  M. 

*  ll  did  deteriorate  in  the  early  pArt  of  the  re^  of  Loiib  XIV.,  nc4  because  ll» 
peaunls  has»;^ht  land,  hut  bccauic  ihcy  were  compelled  to  kU  it.  'Au  nKlmtn^■ 
snyi  Wichdct  \,U.  FeupU,  eh.  i),  'oi»  noaininisUes  Italiens,  un  Ma^inn,  un  Ktrei. 
tloublnierit  let  taxes,  le?  roblcs  «iui  rcmplissnicnt  la  co«r  olilinicnt  ais^ment  <('tiit 
cKeinptiiiit  dc  sorlv  <|ue  Le  faidcau  double  lotuba  fl'aplomb  sur  les  ^paules  des  faiUn 
et  tlci  pnuvrcB,  qui  furenl  Hen  obliges  de  vrndre  ou  donner  cctlc  tcrre  k  peiw 
acqoUe.  cl  de  rcdevenit  de*  merccraires,  femiicrs,  in^iay<:rs,  joemaJiere.  ...  J* 
pilr  el  j«  luiiiilic  MUX  <iui  nouf  font  dvs  lois  ou  les  appliqiicnt,  de  tire  le  d^il  ve 
In  rtin«%te  reaction  dc  Matarin  et  de  Louis  XIV.  dans  Irs  pngc^  iileines  d'iiuJign- 
llini  c[  ilo  floulcur  oil  I'a  consign^  no  g^and  citu>'en,  Tcsam  ac  HuUguillebrti, 
r^'tiiprltn^  rccciTiiiirtil  dans  lit  Collectiun  des  Ec»iiOini-'>le!(.  riilssv  cettc  histoil* 
Im  avciiji  ilani  tin  ntoiDCiit  oii  divcrscs  influences  Inivaillcnt  i.  I'envi  pour  ari^tff 
I'oruvtc  cnpitnle  d«  id  Kn>|ice,  ractjutsflion  de  )»  tcrre  par  Ic  trAVnillcur,* 


Ijtubichon,  estimated  that  ooG-tcnth  of  the  population  of  France  were 
beggars,  and  five  of  tlie  reinaininjf  nine-tcntlis  litOe  above  beggary.  In 
the  same  reign,  Labruytrre  tlnimed  credit  for  apprising  thesa/ons  of  Paris 
that  a  strange  nondescript  sort  of  animals,  who  might  he  seen  in  the 
fields,  and  were  much  addicted  lo  grubbing  in  the  earth,  were,  though 
nobody  would  suppose  it,  a  kind  of  men.  Some  readers  may  remember 
the  picture  drawn  by  the  old  Marquis  Mirabeau  of  the  rural  population  lu 
the  middle  of  the  eighteenth  centur>'  ;  nor  was  Arthur  Young's,  at  the 
opening  of  the  Revolution,  much  more  favourable.  Compare  this  with 
any  authentic  account,  or  with  ihc  testimony  of  any  observant  resident  or 
iravellerT,  respecting  their  condition  now.  M.  Rubichon's  statistics 
comprise  no  returns  of  the  rate  of  wages.  We  are  quite  willing  that  onr 
case  should  rest  upon  the  result  of  an  inquiry  into  that  one  point. 

As  for  agriculture,  when  it  is  recollected  that,  at  the  beginning  of  this 
century^  in  the  greater  part  of  trance  the  culture  of  artificial  grasses 
might  be  said  to  be  unknown,  and  that  the  course  uf  cultivation  consisted 
solely  of  grain  crops  and  fallows,  it  will  be  difficult  to  make  us  believe 
ihat,  even  in  the  most  backward  parts  of  the  countr>',  there  has  not  been 
a  considerable  improvement  from  so  miserable  a  level. 

The  blind  zeal  with  which  M.  Rubichon  presses  everything  into  the 
service  of  his  theory,  in  which  he  is  faithfully  echoed  by  his  reviewer, 
makes  ihera  lay  great  stress  upon  the  increase  of  roots^  and  other  inferior 
kinds  of  culture,  as  a  proof  that  the  population  is  sinking  lo  an  inferior 
kind  of  nutriment ;  as  if  the  same  thing  was  not  happening  in  England  ; 
as  if  it  was  not  a  necessary  condilion  of  an  improved  rotation  of  crops, 
that  other  cultures  should  increase  in  a  greater  proportion  than  grain 
culture,  and  even  at  the  expense,  in  some  degree,  of  tlie  inferior  kinds  of 
Srain. 

We  have  admitted,  and  again  admit,  the  unsatisfactory  state  of  cultiva- 
tion on  .a  very  great  portion  of  the  soil  of  France  ;  but  would  it  be  any 
better  if  the  estates  were  large?  Is  it  any  better  now  on  the  large  estates? 
When  M,  Rubichon  and  his  reviewer  talk  of  llie  small  properties  as 
*  creating  anew  Ireland  in  France,' his  own  pages  malce  it  known  that 
the  large  properties,  in  the  backw.-)rd  parts  of  France,  .-^re  already  an  ire- 
land,  in  the  very  worst  feature  of  Irish  landed  mismanagement,  the  system 
of  middlemen.  It  is  a  general  practice,  according  to  M.  dc  Chi'Meauvicux, 
with  the  great  proprietors  of  ihe  cenlTal  departments,  to  let  their  hmd 
en  Mocio  a  middleman,  usually  an  attorney  or  a  notary,  who  sublets  it  in 
small  portions  on  the  metayer  system,  and  is  not  only,  as  in  Ireland,  the 
hardest  and  most  grasping  of  landlords,  but  having  only  a  temporary 
tenure,  and  being  no  agriculturist,  of  course  expends  nothing  in  improve- 
ments. Of  fifty-seven  millions  of  acres  cultivated  by  tenants,  twenty-one 
millions  only  are  held  by  farmers  at  fixed  rents,  and  thirty-six  millions  on 
the  metayer  tenure  ;  which  in  France  implies  .ill  the  defects  with  vcrv  few 
of  the  advantages  of  proprietary  cultivation  ;  the  only  exceptions  being 
La  Vendue  and  a  few  of  the  adjoining  departments,  where  the  large 
proprietors  are  resident,  a  primitive  relationship  subsists  between  them 
and  their  tenants,  and  the  metayers  have  in  general,  as  in  Tuscany,  a 
virtual  fixity  of  tenure.  We  do  not  believe  it  will  be  found  in  any  part  of 
France  that  the  small  properties  arc  under  a  bad  agriculture,  and  the 
large  projjerties  under  a  good  one.  They  are  both  bad,  or  both  good. 
Where  large  farms  exist  and  are  well  cultivated,  the  small  properties  also 
are  well  managed  and  prosperous. 
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And  this  brings  us  to  th«  principal  cansic,  both  now  and  foimerly,  of  tbe 
uutmproved  BKricuUure  antl  scanty  application  of  capital  to  the  soil  of 
France.  Thib  ii,  tlie  exclusive  la&te  of  the  wealthy  and  middle  classes 
for  town  life  and  town  pursuits,  combined  with  the  general  want  of  enlcr- 
prise  of  (he  French  nation  wiih  respect  to  industrial  improvements.  It 
IS  truly,  though  cpigrammaii tally,  said  by  M.  Rubichon,  thai  the  French- 
man, generally,  knows  but  one  tvay  of  getting  rich  ;  namely,  thrift.  He 
docs  not  understand  sowing  money  freely  to  reap  it  largely.  This  is  the 
true  cause  why,  when  large  properties  are  sold,  ttiey  bring  the  greatest 
price  by  being  much  subdivided.  The  peasants,  thank;;  to  the  Revolutiofw 
to  the  small  properties,  and  to  their  own  unparalleled  prudence,  are  aUfl 
to  purchase  land,  and  thtir  savings  are  the  only  part  of  the  wealth  of  Ae 
countr>'  which  takes  that  direction.  \Vc  arc  often  totd.  that  it  does  Mt 
answer  to  capitalists  to  buy  land  at  the  cxtnu'agant  price  which  the 
pasi^ion  of  the  peasantry  for  land  induces  //lem  to  give,  amountiui;  often  M 
forty  years'  purchase.  It  does  not  answer  to  pay  thai  price  in  order  10 
live  idly  on  the  rent  in  Paris,  or  the  large  provimial  towns,  liut  if  ihefB 
was  one  particle  of  the  spirit  of  agricultural  improvement  in  the  owners 
of  the  mone>-ed  wealth  which  is  so  largely  increasing  in  the  manufacturuit; 
and  commercial  districts,  few  speculations  would  be  more  profitable  than 
to  buy  land  in  many  fertile  and  ill-cultivatef)  parts  of  France,  at  even 
more  than  fnriy  years'  purchase  of  its  wretchedly  low  rental,  which  woatd 
soon  be  doubleil  or  trebled  by  the  applic.nion  of  capital,  with  ordinary 
agricultural  knowledge  and  enterprise.  \f  xlia  Piiifg  cullurr  is  half  is 
wasteful  and  unprofitable  as  is  pretended,  the  protit  would  be  propontoDil 
of  substituting  Ai  grande  cuHure  for  it.  The  thing  would  soon  be  done  il 
the  love  of  industrial  progress  should  supplant  in  the  French  mind  the 
love  of  national  glory,  or  if  the  desire  of  national  glorifjcation  should  uke 
that  direction.  iJut  with  a  people  who  dislike  rural  pursuits,  aind  in  the 
pursuit  of  money-getting  prefer  the  beaten  ways,  there  can  be  no  otbo 
farming  than  peasant  fajining. 

in. 

,  The  ckci'al  tkbutaiUe  of  M.  Rubichon  and  his  English  followers  againil 
the  pt'file  propriety,  is  (lie  cattle  question  ;  not  without  cause,  since  08 
tliis  subject  they  have  .tn  indisnut.-ible  basis  of  fact,  however  inadctmsle 
to  sust.iin  the  superstructure  tncy  have  mised  upon  it.  The  supjuyrf 
butchcr's-meaf  to  some  of  the  princijal  towns,  especially  Paris,  is  less 
copious  than  formerly.  It  has  increased  grcitJy,  but  in  a  less  ratio  tbn 
the  population.  Of  the  fact  there  is  no  doubt,  since  on  this  point  thcit 
aic  trustworthy  statistics  of  the  past  as  well  as  of  the  present.  In  178J 
tlie  consuniptiun  of  meat  in  Paris  avemgcd  68  kilogrammes  ( 1  50  lbs.)  for 
each  person  ;  in  1841  it  was  but  55  (121  lbs.),  and  there  are  also  complaiaa 
of  a  falling  otf  in  the  quality. 

The  Qtiiirferly  reviewer  trents  very  cavalierly  the  explanation  given  of 
this  fact  by  M.  Cuiiin-Gridaine,  Minister  of  Commerce  and  AKnculture> 
'  This  is  to  be  accounted  for  by  the  revolution  which  h,is  taken  place  ia 
the  working  classes  ;  Paris  having  become  the  iriiist  tnanufactuHng  fffvm 
in  liuropc.'  IndttstHdle  is  not  exactly  synonymous  with  manufacturiaSi 
but  let  that  pass.  On  this  the  reviewer  :— 'This  seems  aslranRC  expLina- 
lion.  The  new  population  of  Pnris  is  to  starve  on  an  ounce'  (five  ouncesl 
'pfmcai  per  diem.    How  is  that?    Pooh!  says  the  LitjcnU  Minister, 


tliey  are  only  ittanufaciurers.  This  soluiion  will  not  be  very  agreeable  to 
those  theorists  amongst  us  who  confound  the  extension  of  manufactures 
with  the  welfare  and  comfort  of  the  working"  people.  The  more  candid 
Minister  of  Louis  Thihppe  assurms  th;u  a  manufacturing  population  nnist 
of  necessity  be  worse  fed  than  other  classes.'  The  reviewer  is  evidenily 
no  CEdipus.  But  !ie  might  have  fmuid  in  another  page  of  M.  Rubichon's 
treatise^  what  ihe  Minister  meant.  In  a  town  such  as  Paris  before  the 
Revohilion,  in  which  there  \va5,  comparatively  speakinf,'",  no  produaion  at 
all,  but  only  distribution — the  population  consisting  of  the  great  landlords, 
the  court  and  higher  functionaries  paid  by  the  state,  llie  bankers, 
financiers,  government  contiactors,  anci  other  moneyed  classes,  with  the 
great  and  small  dealers  and  tradesmen  needful  for  supplying  these 
opulent  consumers,  and  few  labourers  beyond  those  who  cannot  be  want- 
ing in  so  large  a  town— all  will  sec  that  the  richer  must  bear  an  unusually 
high  numerical  proportion  to  the  poorerconsumers  in  such  a  city.  Suppose 
non-  that  a  Manchester  or  a  Glasgow  grows  up  in  the  place.  It  is  pretty 
evident  that  while  this  would  add  a  little  to  the  richer  class,  it  would  adu 
twenty  limes  as  much  to  the  poorer.  Considering  now  that  the  upper 
and  middle  classes  in  France  are  great  consumers  of  animal  food,  while 
the  poor  consume  VEiy  little,  the  ration  of  each  poor  person  might  in 
these  circumstances  increase  very  much,  while  yet  the  average  con- 
sumption per  head  of  the  whole  city,  owing  to  the  diminished  proportional 
numbers  of  the  richer  class,  might  be  considerably  diniiuished.  We  have 
little  doubt  that  this  is  the  fact,  and  that  the  great  increase  in  the  inferior 
kinds  of  animal  food  introduced  into  Paris  wt>uld  prove  to  be  for  the  use, 
not  of  those  who  formeriy  used  the  superior  kinds,  but  in  a  great  measure 
for  those  who  seldom  obtained  animal  food  at  all. 

This,  however,  does  not  explain  the  whole  of  the  change  which  has 
taken  place  ;  for  the  price  of  butcher's  meat  has  also  risen  in  the  Paris 
markets  so  materially  as  to  be  a  source  of  great  privation  and  complaint. 
The  rise  may  be  ascribed  to  various  causes.  In  the  first  place, '  Prance 
has  til)  lately  always  been  a  large  importer  of  cattle  ;  and  down  to  1814 
they  were  exempted  from  all  duty.  In  that  year,  however,  a  duty  of  three 
francs  was  laid  on  each  head  of  cattle  imported  f  and  in  1S22  the  duty 
'was  suddenly  raised  to  55  francs,  an  increase  which  has  welUnigh  put  a 
stop  to  the  importation.'*  Secondly,  the  cdioz,  or  town  custom  duty,  now 
so  burlhensome,  did  not  exist  at  alt  in  1789,  and  has  been  largely  increased 
at  various  periods,  both  in  Paris  and  most  other  towns,  since  its  first 
establishment.  These  causes  are  enough  of  themselves  to  account  for  a 
considerable  part  of  the  enhancement  complained  of. 

But  if  there  were  not  these  causes,  there  ts  cause  almost  sufficient  in 
the  very  fact  of  an  increased  and  rapidly  incre.'ising  population.  Paris 
has  added  in  fourteen  years,  between  four  and  five  hundred  thousand  to 
its  inhabitants,  an  increase  of  neaily  one-half.  The  agriculture  of  3 
country  must  be  rapidly  improving  indeed,  if  an  increase  like  this  can 
take  place  in  a  single  market  wiihout  compelling  it- lo  draw  its  supplies 
from  a  larger  surface  and  a  greater  distance,  and  therefore  at  an  increased 
expense-  ^Vbere  would  London  have  been  by  this  time,  for  the  supply  of 
its  markets,  were  it  not  for  our  great  coasting  trade,  and  the  invention  of 
steam  navigation,  which  conveys  not  only  cattle  but  carcases  from  the 
extremity  of  Scotland  as  cheaply  as  they  can  be  brought  from  Ducking- 
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hamsbirc?  TIic  caltte  for  the  supply  of  Taris  must  travel  by  land, 
distances  varying  from  50  to  150  leagues  (this  rests  on  the  authority  i_ 
Committee  01  the  Municipal  Council  of  Paris  in  1S41X  ^nd  after  so  k 
a  journey  have  cither  to  be  brousht  to  market  out  of  condition,  or  to 
fattened  in  the  immediate  neighbourhood.  Can  any  one,  then,  be  ' 
prised  that  a  doubled  population  cannot  be  so  well  or  so  cheaply  sup| 
as  one  of  half  the  number  } 

To  thc^ic  three  causes  of  the  diminished  supply  of  butcher's  meat  ini, 
towns,  wc  are  not  afraid  to  add  a  fourth,  vhich,  though  rcstinj?  mainljri 
general  considerations,  we  should  not  be  wholly  unable  to  support  1 
prtsiiive  evidence.     This  is,  the  increased  consumption  by  the  count 

Eeople.    They  have  less  animal  food  in  proportion,  to  spare  for  the  ton'oi] 
ecause  they  retain  more  of  it  for  their  own  use. 
Oa  what  evidence  is  it  asserted  that  small  properties  imply  deJi< 
of  cattle,  and  consequent  deficiency  of  manure?     Tliat    they  are 
favourable  to  sheep  farming  seems  to  be  admitted  ;  but  the  breeding  anii' 
fattening  of  horned  cattle  is  so  perfectly  compatible  with    small  capital. 
that  in  the  opinion  of  many  Continental  auihoritics,  small  farms  have  the 
advantage  in  this  respect,  and  so  great  an  advantajre  as  to  be  more  than 
a  compensation  for  their  inferiority  in  sheep.'*     It  is  argued  that  the 
Mite  ^ropnVi^  mast  diminish  the  number  of  cattle,  because  it  leads  to  the  I 
breakmg  up  of  natural  pasture.     But  when  natural  pasture  is  6t  for  the  I 
plough,  a  greater  number  of  cattle  than  were  suppoi-ted  on  the  whole,' 
may  be  supported  on  a  pari,  by  laying  it  out  in  roots  and  artificial 
grasses ;  and  it  is  well  known  that  on  the  stall-feeding  system  tbert 
IS  much  greater  preservation  of  manure.     The  question  of  pttiU  culture, 
in  relation  to  catde,  is,  in  fact,  one  and  the  same  with  the  question  of 
stall-feed iug.     The  two  things  must  stand  or  fall  together.     Stall-focdiag 
produces,  caitris  pariius,  a  greater  quantity  of  provisions,   but  in  the 
opinion  of  most  judges  a  lower  quality.     Experience  must  decide.  | 

This  brings  us  back  to  the  causes  assigned  by  the  committee  of  tie 
Paris  town-counciJ,  for  the  falling  off  m  the  quality  of  the  beef  consutnclj 
at  Paris.     One  is,  the  cxtraordiiiary  increase  in  the  consumption  of  d 
produce.      Milk  is  now  brought  from  distances  of  thirty  leagues, 
within    six  or  eight   leagues  of   Paris  no  calves  are  now  bred  up, 
being  sold  at  the  earliest  mnment  possible.     In  consequence,  a  great  p 
of  the  beef  sold  at  Paris  is  the  tlcsn  of  cows  too  old  to  be  fit  for  prodticinf  ■ 
milk.    A  second  cause  assigned  is^  the  increase  of  stall-feeding.     Hut  *Jx , 
committee  make  an  instructive  distinction.     In  Nonnandy,  which  af 
the  greatest  portion  of  the  supply,  the  quiitity,  they  say,  has  dctcrior 
but  m  La  Vendi^e,  and  the  central  provinces,  the  Limousin.  Nivei 
Bourbonnais,  and  La  Marche, '  there  is  improvement  in  weight,  in  fat 
and  from  some  districts  in  number,'  although  these  countries  have 
adopted    stall-feeding  ;    and  in   this,   say  the  committee,  there   is 
contradiction,  since  'what  is  a  deterioration  in  the  rich  pasturages 
Calvados,  is  improvement  In  the  peiites  herbes  of  the  Adlier  and  tti] 
_  Ni6\-re.' 

It  may  now  be  left  to  the  reader  to  judge  if  the  case  of  ocr  adv«r$3rie« 
[lias  not  broken  down  as  completely  on  this,  their  strongest  point,  as  it  hai . 
Idone  on  every  other  point  of  any  importance. 

We  cannot  close  this  long  controversy  without  proditcing  evidence* 

'  S«  this  question  discu«eil  in  book  i.  cTiap.  9  of  the  present  trorW,  pp.  1  lo-i) 
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|be  extraordinary  improvement,  extraordinary  boch  is  la 
ipidity,  which  is  tnking  place  in  the  productiyeaesB  of  Ae 
line  parts  of  France.     We  quote  from  another  moA  br 
'"already  cited,  M.  liippolite  Pas&y,  several  tines  a  «  ' 
Philippe,  and  well-known  as  one  of  the  mat  iaiucati 
publicists  of  P'rancc.    This  tract,  published  in  !&(>«  is 
^  the  changes  in  the  agricultural  condition  of  tbe  Departacat  of  the 
since  iSoa'    The  Eure  is  one  of  the  fiv«  depaitaeso  of  HormamAf,  m 
belongs  to  the  region  of  which  M.  Rubichon  admits  tke  afjiodovB  W  < 
tbe  best  in  France  ;  but  only  'as  be  cooteods,  becawe  ifae 
has  not  bad  time  to  produce  its  cSccts,  having  coouoBKcd  in  that  n 
only  from  the  Revolution,  and  be  assigns  to  it  aooocdiByly  wo  f 
but  that  of  Cutis  in  the  Odyssey,  to  be  demiured  tbe  bsL    Let 
see  the  facts.     This  department  fortunately  posiesaes  an  acomw  a^>T 
::ultaral  staiisiiqui  for  the  year  iSoo^  draim  np  by  ^pn/fitw^  loafc  < 
xiins  to  be  correct  in  his  informatioo.     H.  rassy'i  panplrfet  t»a 

rison  of  these  returns  with  those  collected  by  tbe  r  reocb 
in  1837. 

In  (his  inler\al  of  thirty  seven  years,  scarcdy  any  new  tand 
into  cutliv.ition,  nearly  all  lit  for  cultare  hair>D|(  bees  afacady ' 
But  fallows  ])ad  diminished  from  172.000  bectafes  to  a  Kide  ladn  'dtta 
So,o3o,   The  cultures  which  supply  cattle  had  iocraied  iaanvdipBMcr 


^proportion  than  any  others  :  instead  of  17  per  ocdL  of  tbe 
*  they  occupied  37  per  cent-     Horses  hail  multiplied  from  291.300  to  51/Bik 
horned  cattle  from  51,000  to  106,000,  sheep  mam  layapoto  ;iJ/300^aa4 
as  their  food  had  increased  in  a  still  K^eater  ratio,  and  there  was  ' 
tion  besides,  all  kinds  of  live  stock  vrerc  belter  fed,  aod  had 

I  size,  weight,  and  value.  The  produce  per  hectare  of  all  kinds  «f  . 
and  of  most  other  kinds  of  produce,  had  consider^Iy  increased^  of 
Itinih  nearly  doubted.  These  changes  had  chielly  been  c6ec4ed  dwfaf 
the  second  half  of  tbe  period,  so  thai  the  improvement  was  as jmgsvMfVV 
as,  on  M.  Rubichon's  theory^  should  have  been  tbe  deterioeaiMn.  TbCR 
had  been  no  perceptible  vanaiion  in  the  proponion  between  ike  grand* 
and  the /(■///*.■  culiure;  nor  had  the  division  of  properties  at  aH  prtHBOtfd 
the  division  of  farms.  On  the  soils  where  small  farms  arc  vmatt  profttaMe, 
large  properties  are  rented  to  small  tenants ;  where  the  rcvcra«  it  ■"*"" 
case,  a  sin^^lc  farmer  often  rents  the  lands  of  several  propficlora,  1 
arrangement  extends  itself  more  as  the  subdivision  of  propcrtv  ad 

§The  consumption  of  food  per  head  of  the  population  had  largely  tne 
— in  the  r.itm.  according  to  M.  Passy,  0/  about  37  per  cent. ;  and 
the  agricultural  wealth  of  the  dcpanment  had  increased,  according 
estimate,  by  ^4  per  cent.,  the  population  had  only  increased  $  i>er  ' 
Though  the  Eurc  belongs  to  the  most  pr^xluctive  and  thrivin|C 
of  France,  it  is  not  -*  most  productive  or  (he  most  thrivinjj  deparlincnlf 
Tlie  Nord,  which  prises  the  greater  part  of  French  Flandcn,  and  •• 

a  country  ■"'' small  farms,  maintains,  according  to  M.  I'assy,  proportivnaUy 
to  its  e.t.  a  third  more  cattle  than  the  Eure  ;  and  the  averajfe  prodtict 
of  wheat  per  hectare,  instead  of  seventeen,  is  Iweoiy  becloJilres,  about 
twcniy-two  Enylish  busliels,  per  acre. 


*  During  the  last  quin^jueBnU) 
Hhe  showng  both  of  tbe  census  ao^ 

I  diminished, 
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Results  almost  a&satisfactoiy  may  be  deduced  from  a  stat 

P©f  a  mtirh  less  improved  disinri  than  the  Euie,  the  most  eastern  ' 

of  Ilrittany,  the  .irrondisscment  of  KoagJres,  pubfishcci  in  1846, 

\lous-pn'fet,  M.  Hertin.     '  It  is  only  since  the  peace,'  says  this  inu 

tiiinctionary,  'that  the  agriculture  of  the  arrontiisscmcnt  has  made 

iproijrcss ;  but  from  1815  it  has  improved  with  increasing  rapidi 

from  i8r5  to  1825  the  improvement  was  as  one,  it  was  as  tltree  h 

18:5  and  1S35,  .ind  ns  six  since  that  period.'     At  the  beginning 

century  little  wheat  was  cultivated,  and  that  Uitle  so  ill,  that  in  iS 

produce  per  hectare  was  estimated  only  at  9  hectolitres.     At  j 

M.  Benin  estimates  it  a(  16.    The  cattle,  being  better  fed,  and  c 

with  more  vigorous  breeds,  have  fncreascd  in  size  and  strength  ;  w1 

number,  horned  cattle,  between  1813  and  1S44,  multiplied  from  33, 

J;2,cx>a,  sheep  from  6,300  to  1 1,000,  swine  from  9,300  to  26,100,  and 
rom  7,400  to  11,600.  New  and  valuable  manures  have  been  intra 
and  have  come  largely  into,  use.  The  extent  of  meadow  land  1 
creased  and  is  increasing,  and  great  attention  has  of  late  been  paii 
improvement.  This  testimony  comes  from  an  enemy  of  the  OTi 
menf,  who,  however,  stales  that  it  is  advancing  very  slowly,  and 
likely  lo  advance  much  further,  the  co-heirs  not  dividing  each  pi 
but  either  distributiiii;'  the  pttrcelUs  among  them,  or  disposing  of  ih 
private  or  public  sale.  Some  farmers,  he  says,  who  are  also  propr 
nave  the  good  sense  to  sell  the  few  fields  which  belong  to  them,  m 
to  increase  their  farming  capital.  M.  Berlin  is  an  enemy  lo  stali-fe 
which,  he  says,  is  not  practised  in  his  arrondissenient.  The  inert 
live  stock  is  therefore  the  more  remarkable.  U  may  not  be  use' 
mention  an  assertion  of  this  writer,  that  the  oflicia)  publicatior 
which  M.  Rubichon's  data  are  taken  greatly  understates  the  uun' 
homed  cattle  in  France,  by  the  accidental  omission  of  a  cola 
summing  up,  by  which  the  number  is  brought  below  ten  n^illions 
it  ought,  according  to  M.  Berlin,  to  be  thirteen. 

Of  the  food  of  the  inhabitants  he  saj-s  that  not  long  ago  it  wai 
posed  almost  exclusively  of  milk,  bucltwheat  cakes,  and  rj'c  bread,! 
greatly  improved  in  quantity,  quality,  and  variety,  especially  in  tl 
ten  years,  and  now  consists  of  whcaten  bread,  or  bread  of  two 
wheat  and  one-third  r>*e,  with  butter,  vegetables,  and  'in  good 
about  a  kilogramme  (or  2^  lbs.)  of  pork  per  week  for  each  person, 
is  also  some  consumntion  of  other  flesh-meats  among  the  lab 
people,  and  the  arrondissenient  contains  63  butchers'  shops,  where 
years  ago  there  were  not  30 ;  the  increase  not  being  in  the  lovi 
rather  town),  but  in  ihe  villages.  The  clothing  of  the  rural  populal 
substantial,  'and  different  for  every  season,  which  is  always  a  s 
general  comfort,'  and  'pcreons  in  rags  arc  very  rare  in  the  arroi 
mcnt.' 

We  cannot  further  extend  this  long  discussion  ;  but  enough  ha 
».iid  to  enable  our  readers  adequately  to  appreciate  the  terrible  ■ 
tions  af  alarmist  writers  respecting  the  consequences  of  the  Divii 
Landed  Property  in  France. 


THE  ENDb 
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